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SOCIAL SECURITY AMENDMENTS OF 1970

MAY 14, 1970.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

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

REPORT
[To accompany H.R. 17550]

The Committee on Ways and Means, to whom was referred the
bill (H.R. 17550) to amend the Social Security Act to provide increases
in benefits, to improve computation methods, and to raise the earnings
base under the old-age, survivors, and disability insurance system, to
make improvements in the medicare, medicaid, and maternal and
child health programs with emphasis upon improvements in the
operating effectiveness of such programs, and for other purposes,
having considered the same, report favorably thereon without amend-
ment and recommend that the bill do pass.

I. PRINCIPAL PURPOSES OF THE BILL

The general subject of social security has been the principal order
of business before the Committee on Ways and Means for the past
several months. On October 15, 1969, your committee commenced
holding extensive public hearings on all aspects of the Social Security
Act, including the old-age, survivors, and disability insurance pro-
gram, the public assistance programs, and the medicare and medicaid
programs.

The bill now being reported is the third separate bill relating to
these programs recommended for action by your committee as a
part of its recent deliberations. Last December, your committee
recommended, and Congress enacted, an urgently needed 15-percent
general increase in social security benefits, effective beginning Jan-
uary 1, 1970. In March of this year, your committee reported H.R.
16311, the proposed Family Assistance Act of 1970, which passed
the House on April 16, and which related to the public assistance
programs established under the Social Security Act.

(1)
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The bill now being recommended by your committee contains
amendments to the old-age, survivors, and disability insurance
(OASDI) program, including a 5-percent benefit increase first ap-
plicable to benefits for the month of January 1971, and amendments to
the medicare and medicaid and child health programs.

The provisions of the bill relating to the OASDI program are
those which your committee believes are most urgently needed at the
present time and which can be financed from the funds available under
the financing provisions of the law as modified by the bill. In addition
to an increase in social security benefits, the bill includes improvements
in the provisions of the law relating to the social security retirement
test; benefits for widows, widowers, and other dependents; the method
of computing benefits; benefits for certain persons based on disability;
and minor extensions of coverage.

The provisions of the bill relating to medicare, medicaid, and
maternal and child health are designed primarily to improve the
effectiveness of these programs.

Your committee conducted a thorough review of the oj)erations of
the two major health programs in the Social Security Act—medicare
and medicaid. These programs taken together accounted for $9 billion
of the total of $60 billion which was expended for health care in the
United States in fiscal year 1969. Clearly, the impact which these
programs have on the health industry is quite substantial. Clearly, too,
developments in the health care field have a substantial impact on
these programs.

Your committee became convinced, after hearing from many
witnesses in both public and executive sessions, that there are many
serious deficiencies in the operation and administration of the present
programs which need correction. Some of these deficiencies can be
attributed to inadequate planning and uneven performance by the
Federal Government and its agents, and the States, particularly in the
early stages of these programs. Your committee has received assur-
ances from the Department of Health, Education, and Welfare that
the strong efforts now being carried on to improve the operating
effectiveness of these programs will continue.

Your committee also concluded that there is no simple or single
solution to the problems now existing in the health care field which
adversely affect these programs. But your committee does believe
that there are many relatively small modifications which can and
should be made in these programs—changes which, while perhaps
not very significant taken singly, as a whole show great prOmise for
making significant advances in accomplishing the goal of making these
programs more economical and more capable of carrying' out their
original purposes.

The provisions in the bill dealing with the operating effectiveness
of the programs should be viewed as a related set of provisions designed
to accomplish that objective.

The cost of the changes relating to the OASDI program and of
meeting the existing actuarial deficit in the hospital insurance program
would be met by increasing the earnings base from $7,800 to $9,000
and by revising the contribution rate schedules.
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II. SUMMARY OF PRINCIPAL PROVISIONS OF THE BILL

A. AMENDMENTS RELATED TO THE SOCIAL SECURITY CASH BENEFITS
PROGRAM

Cash benefit increase
Social security payments to the 26.2 million beneficiaries on the

rolls at the end of January, 1971, and to those who come on the rolls after
that date would be increased by 5 percent. The .benefit increase would
be effective for the month of January 1971 (payable in February)
and would mean additional benefit payments of $1.7 billion in the
first 12 months.

Effective date—January 1, 1971.
Liberaliration of the retirement test

The amount a beneficiary under age 72 may earn in a year and still
be paid full social security benefits for the year would be increased
from the present level of $1,680 to $2,000. Then, similar to present
law, for the next $1,200 of earnings (from $2,000 to $3,200 a year
under the new provision) there would be a reduction of $1 in a re-
cipient's social security benefits for each $2 of earnings. A reduction
of $1 would be made for each $1 of annual earnings above $3,200.
In the year in which a person attains age 72 his earnings in and after
the month in which he attains age 72 would not be included in cle-
termining if his earnings in that year exceed $2,000. In 1971 about
900,000 beneficiaries would receive additional benefits and about
100,000 persons who would receive no benefits under present law
would receive some benefits. Additional benefit payments for the first
year would be about $475 million.

Effective (late—Taxable years ending after 1970.
100 percent widow's and widower's benefit at age 65 and redneed benefits

for widowers at age 60
Under present law, a widow's (or dependent widower's) benefit

applied for at age 62 or later is equal to 82 percent of the primary
insurance amount of the wage earner. An actuarially reduced benefit
may be received by a widow at age 60. Under the bill a widow or
widower would be entitled to a benefit equal to 100 percent -of the
primary insurance amount, if first apl)hed for at age 65 or later. Benefits
applied for between age 62 and 65 would be proportionately increased
over the present 82 percent rate according to the age of the applicant
at the time of application. In addition, widowers under age 62 would
be granted the same privilege of applying for benefits on an actuarially
reduced basis as now applies to widows.

About 3.3 million widows and widowers on the rolls at the end of
January 1971 would receive additional benefits, and $700 million in
additional benefit payments would be made in the first 12 months.

Effective date—January 1, 1971.
Age-62 computation point for men

Under present law, the method of computing benefits for men and
women differs in that years up to age 65 must be taken into account in
determining average earnings for men, while for women, only years
up to age 62 must be taken into account. Also, benefit eligibility is
figured up to age 65 for men and up to age 62 for women. These
differences which favor women over men, would be eliminated by
applying the same rules to men as now apply to women.
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In the first 12 months, an additional $925 million in benefits would
be paid out; an estimated 10.2 million people on the rolls on the
effective date would receive larger benefits under this provision; in
addition 60,000 persons—workers and their dependents not eligible
under present law—would be added to the rolls under the change in
benefit eligibility requirements for men.

Effective date—January 1, 1971.
Eliminate reduction in benefits in certain cases

Under present law, when a person receives a benefit in one benefit
category that is reduced because it is taken before age 65, and also
receives another benefit in a different benefit category beginning with
the same month or a later month, the second benefit is generally
reduced to reflect the reduction in the first benefit. For example, when
a woman applies for a retirement benefit prior to age 65, it is computed
under the actuarial reduction formula; if she applies for a spouse's
benefit at age 65 or later, it is reduced to take account of the fact that
she took her retirement benefit early. The bill would eliminate the
actuarial reduction of the spouse's benefit in such cases. The same rule
would apply to dependent husbands entitled to spouses' benefits.

Approximately 100,000 beneficiaries would be immediately affected
by this provision, which would result in additional benefit payments
estimated at $10 mfflion during the first 12 months.

Effective date.—Sjx months after the month of enactment.
Elimination of the support requirements for divorced women

Under present law, benefits are payable to a divorced wife age 62
or older and a divorced widow age 60 or older if her marriage lasted 20
years before the divorce, and to a surviving divorced mother. In order
to qualify for any of these benefits a divorced woman is required to
show that: (1) she was receiving at least one-half of her support from
her former husband, (2) she was receiving substantial contributions
from her former husband pursuant to a written agreement, or (3)
there was a court order in effect providing for substantial contribu-
tions to her support by her former husband. Your committee's bill
would eliminate these support requirements for divorced wives, di-
vorced widows, and surviving divorced mothers.

Effective date.—January 1, 1971.
Disability insured status for individuals who are blind

Under present law, to be insured for disability insurance benefits
a worker must be fully insured and meet a test of substantial recent
covered work (generally 20 quarters of coverage in the period of 40
calendar quarters preceding disablement). The bill would eliminate
the test of recent attachment to covered work for blind people; thus a
blind person would be insured for disability benefits if he is fully
insured—that is, he has as many quarters of coverage as the number of
calendar years that elapsed after 1950 (or the year he reached age 21,
if later) and up to the year in which he became disabled.

Effective date.—January 1, 1971.
Disability benefits affected by the receipt of workmen's compensation

Under present law, social security disability benefits must be reduced
when workmen's compensation is also payable and the combined
payments exceed 80 percent of average current earnings before disable-
ment. Under the bill, social security disability benefits would be
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reduced by the amount by which the combined payments under both
programs exceed 100 percent of average current earnings before
disability.

Effective date.—January 1, 1971.
Wage credits for members of the uniformed services

Present law provides for a social security wage credit of p to $100
a month, in addition to credit for basic I)ay, for military service
performed after 1967. Under the bill, the additional wage credits
would also be provided for service during the period from 1957
(when military service was covered under social security) through
1967. Approximately 130,000 beneficiaries would be affected imme-
diately; $35 million in additional benefits would be paid out in the
first 12 months.

Effective date.—January 1, 1971.
Childhood disability benefits for those disabled before age 22

Under present law, a person who becomes disabled before age 18
may qualify for childhood disability benefits which are payable to a
qualified disabled adult son or daughter of an insured retired, deceased,
or disabled worker. The bill would provide such childhood disability
benefits when disability begins before age 22.

Effective date.—January 1, 1971.
Other OASDI amendments
Your committee also adopted other amendments relating to social

security coverage of policemen and firemen in Idaho, the coverage of
Federal Home Loan Bank employees, the coverage of certain public
hospital employees in New Mexico, the payment of disability insurance
benefits on the basis of applications filed after the death of the disabled
person, the treatment of earnings of self-employed persons paying
taxes on a fiscal year basis, a penalty for furnishing false information
to obtain a social security account number, and the amount of a
family's benefits when the worker's benefit is increased.
1ST-YEAR BENEFII COSTS ND NUMBER OF PERSONS AFFECTED BY OLD-AGE, SURVIVORS, AND DISABILITY

INSURANCE PROVISIONS OF H.R. 17550

Additional Present-law

Provision

benefit beneficiaries Newly
payments in immediately eligible

1st 12 months affected I persons 2
(in millions) (in thousands) (in thousands)

5-percent benefit increase
Modified retirement test 4
Age 62 computation point
100 percent of PIA for widows and widowers
Noncontributory credits for military service after 1956
Election to receive larger future benefits by certain beneficiaries

eligible for more than I actuarially reduced benefit
Children disabled at ages 181021
Liberalized disability insured status requirement for the blind - - - -
Liberalized workmens compensation offset
Eliminate support requirement for divorced wives and surviving

divorced wives

$1, 700 26,200 3 6
475 900 100
925 10,200 60
700 3,300

35 130

10 100
10 13
25 30
7 55 5

15 10
Actuarially reduced benefits to widowers at age 60 (3) (3)

I Present-law beneficiaries whose benefit for the effective month would be increased under the provision.
2 Persons who cannot receive a benefit under present law for the effective month, but who would receive a benefit for

such month under the provision.
3 Noninsured persons aged 72 and over.
4 Additional benefit payments represent benefits for months in calendar year 1971. Some 900,000 persons who will

receive some benefits for months in 1971 under present law would receive additional benefits under the provision; about
100,000 persons who will receive no benefits for mohths in 1971 under present law would receive some benefits under
the provision.

I Less than $500,000 in additional payments; less than 500 newly eligible widowers.

Note: The above figures are not additive because the time periods are not uniform and because a person may be affected
by more than I provision.



6

B. AMENDMENTS RELATED TO THE MEDICARE, MEDICAID, AND MATERNAL
AND CHILD HEALTH PROGRAMS

Coverage and benefit changes under medicare
Relationship between medicare and Federal employees benefit8.—Y our

committee bill would require that effective with January 1, 1972, no
payment would be made under medicare for the same services covered
under a Federal employees health benefits plan, unless in the meantime
the Secretary of Health, Education, and Welfare certifies that the
Federal employees health benefits program has been modified to make
available coverage supplementary to medicare benefits and that
Federal employees and retirees age 65 and over will continue to have
the benefit of a Government contribution toward their health in-
surance premiums.

Effective date.—January 1, 1972.
Hospital insurance for the uninsured.—People reaching age 65 who

are ineligible for hospital insurance benefits under medicare would be
able to enroll, on a voluntary basis, for hospital insurance coverage
under the same conditions under which people can enroll under the
supplementary medical insurance part of medicare. Enrollment for
supplementary medical insurance is also required. Those who enroll
would pay the full cost of the protection—$27 a month at the begin-
ning of the program, rising as hospital costs rise. States and other
organizations, through agreements with the Secretary would be
permitted to purchase such protection on a group basis for their
retired (or active) employees age 65 or over.

Effective date.—January 1, 1971.
Health maintenance organizatiSn option.—Individuals eligible for

both part A and part B medicare coverage would be able to choose to
have their care provided by a health maintenance organization (a pre-
paid group health or other capitation plan). The Government would
pay for such coverage on a capitation basis not to exceed 95 percent
of the cost of medicare benefits had th beneficiaries not been enrolled
with the health maintenance organization.

Effective date.—January 1, 1971.

Improvements in the operating effectiveness of the medicare, medicaid,
and maternal and child health programs

Limitation on Federal payment for disapproved expenditures.—R elm-
bursement amounts to providers of health services under the medicaid,
medicare, and maternal and child health programs for capital costs,
such as depreciation and interest, would not be made with respect to
capital expenditures which are inconsistent with State or local health
facility plans.

Effective date.—July 1, 1971 (or earlier if requested by a State).
Experiments and projects in prospective reimbursement and incentives

for economy.—The Secretary of Health, Education, and Welfare would
be required to develop experiments and demonstration projects de
signed to test various methods of making payment to providers of
services on a prospective basis under the medicare, medicaid and
maternal and child health programs. In addition, the Secretary would
be authorized to conduct experiments with methods of payment or
reimbursement designed to increase efficiency and economy, and with
community-wide utilization review mechanisms.

Effective date.—Enactment date.
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Limits on costs recognized as reasonable.—The Secretary of Health,
Education, and Welfare would be given authority to establish and
promulgate limits on provider costs to be recognized as reasonable
under medicare based on comparisons of the cost of covered services
by various classes of providers in the same geographical area. Hos-
l)itals and extended care facilities could charge beneficiaries for the
costs of services in excess of those that are necessary to the efficient
delivery of needed health services (except in the case of an admission
by a physician who has a financial interest in the facility).

Effective date.—Enactment date.
Limitation on recognition of physicians fee increases.—Charges

determined to be reasonable under the present criteria in the medicare,
medicaid, and maternal and child health law would be limited by
providing: (a) that for fiscal year 1971 and thereafter medical charge
levels recognized as prevailing may not be increased beyond the 75th
percentile of actual charges in a locality during the previous elapsed
calendar year; (b) that for fiscal year 1972 and thereafter the prevailing
charge levels recognized for a locality may be increased, in the aggre-
gate, only to the extent justified by indexes reflecting changes in
costs of practice of physicians and in earnings levels; and (c) that for
medical supplies, equipment, and services that, in the judgment of
the Secretary, generally do not vary significantly in quality from one
supplier to another, charges allowed as reasonable may not exceed
the lowest levels at which such supplies, equipment and services are
widley available in a locality.

Effective date.—Fiscal year 1971.
Payments for services of teaching physicians.—Medicare would pay

for the services of teaching physicians on the basis of reasonable
costs, rather than fee-for-service charges, unless other patients who
have insurance or are able to pay are also charged for such services
and the medicare deductibles and coinsurance amounts are regularly
collected. Medicare paymeit would also be authorized for services
1)rovidle(1 to hospitals by staff of certain medical schools.

Effective (late.—Enactment (late.
Termination of payments to suppliers of services who abuse the medicare

program.—The Secretary of Health, Education, and Welfare would
be given authority to terminate payment for services rendered by a
supj)lier of health and medical services found to be guilty of program
abuses. Program review teams would be established to furnish the
Secretary professional advice in carrying out this authority.

Effective date.—Enactment date.
Government payment no higher than charges.—Payments for institu-

tional services under the medicare, medicaid, and maternal and child
health programs could not be higher than the charges regularly made
for those services.

Effective (late.—July 1, 1970.
Institutional planning and bud geting.—Health institutions under the

medicare program would be required to have a written plan reflecting
an operating budget and a capital expenditures budget.

Effective d a te.—Fifth month following month of enactment.
Guarantee of payment for extended care services.—The Secretary of

Health, Education, and Welfare would be authorized to establish
specific periods of time (by medical condition) after hospitalization
(luring which a patient would be presumed, for payment purposes, to



8

require extended care level of services in an extended care facility. A
similar provision would apply to posthospital home health services.

Effective date.—January 1, 1971.
Prohibition of reassignments.—Medicare (part B) and medicaid

payments to anyone other than a patient, his physician, or other
person providing the service, would be prohibited, unless the physician
(or, in the case of medicaid, another type of practitioner) is required
as a condition of his employment to turn over his fees to his employer
or unless there is a contractual arrangement between the physician
and the facility in which the services were provided under which the
facility bills for all such services.

Effective date.—Enactment date for medicare; July 1, 1971 (or
earlier at the option of the State) for medicaid.

Stopping payment where hospital admission not necessary under
medicare.—If the utilization review committee of a hospital or ex-
tended care facility, in its sample review of admissions, finds a case
where institutionalization is no longer necessary, payment would be
cut off after 3 days. This provision parallels the provision in present
law under which long-stay cases are cut off after 3 days when the
utilization review committee determines that institutionalization is
no longer required.

Effective date.—Second month following the month of enactment.
Physical therapy services under medicare.—Under medicare's supple-

mentary medical insurance program, up to $100 per calendar year of
physical therapy services furnished by a licensed physical therapist
in his office or the patient's home under a physician's plan would be
included in covered charges. Hospitals and extended care facilities
could continue to provide covered physical therapy services to im-
patients who have exhausted their days of hospital insurance coverage.
Where physical therapy is furnished by a provider of services, or by
others under arrangements with the provider, medicare reimburse-
ment to the provider will in all cases be based on a reasonable salary
payment for the services.

Effective date.—January 1, 1971.
Changes in Federal matching percentages with respect to certain

services.—The Federal medicaid matching for certain outpatient
services would be increased and the Federal matching with respect to
long-term institutional care would be decreased and certain other
limitations would be imposed. Specifically, (1) the Federal matching
percentage for outpatient hospital services, clinic services and home
health services would be increased by 25 percent; (2) the Federal
percentage after the first 60 days of care in a general or TB hospital
would be reduced by one-third; (3) the Federal percentage after the
first 90 days of care in a year in a skilled nursing home would be re-
duced by one-third; (4) the Federal matching for care in a mental
hospital after 90 days of care would be reduced by one-third and no
Federal matching would be available after an additional 275 days
of such care during an individual's lifetime; and (5) the Secretary
would be authorized to compute a reasonable cost differential for
reimbursement purposes between skilled nursing homes and inter-
mediate care facilities.

Effective date.—January 1, 1971.
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Repeal of medicaid provision requiring expanded programs.—The
requirement in present law that States have comprehensive medicaid
programs by 1977 would be repealed.

Effective date.—Enactment date.
State determination of reasonable hospital costs.—States would be

permitted to pay hospitals on the basis of their own determination
of reasonable cost, provided there is assurance that the medicaid
program would pay the actual cost of hospitalization of medicaid
recipients.

Effective date.—July 1, 1971 (or earlier at the option of the State).
Federal matching for modern claims processing systems.—Federal

matching at the 90-percent rate would be available under medicaid for
the States to set up mechanized claims processing and informational
retrieval systems. Federal matching for the continuing operation of
such systems would be at the 75-percent rate.

Effective date.—July 1, 1970.
Utilization review in medicaid.—Hospitals and skilled nursing homes

participating in the medicaid and maternal and child health programs
would be required to have the same type of utilization review com-
mittee with the same functions as are required in the medicare program.
(Any such committee actually performing such functions for medicare
purposes would apply these to medicaid cases.)

Effective date.—July 1, 1971.
Medicaid deductibles for the medically indigent.—States would be

permitted to impose cost sharing provisions with respect to people
eligible under medicaid programs but not eligible for cash public
assistance aymerits. (Present law requires such cost sharing pro-
visions to vary directly with the amount of the recipient's income.)

Effective date.—January 1, 1971 (or earlier at the option at the
State).

Role of State health agencies in medicaid.—State health agencies
would be required to perform certain functions under the medicaid
and maternal and child health programs relating to the quality of the
health care furnished to recipients.

Effective date.—July 1, 1971.
Miscellaneous and technical provisions

Retroactive coverage under medicaid.—States would be required to
cover under medicaid the cost of health care provided to an eligible
individual during the 3-month period before the month in which he
applied for medicaid.

Effective date.—July 1, 1971.
Certification of hospitalization for dental care.—A dentist would be

authorized to certify to the necessity for hospitalization to protect
the health of a medicare patient who is hospitalized for noncovered
dental procedures.

Effective date.—Second month after month of enactment.
Christian Science sanatori urns under medicaid.—Christian Science

sanatoriums would be exempted from the medicaid requirement that
they have a licensed nursing home administrator and from other
inappropriate skilled nursing home requirements.

Effective date.—Enactment date.

44—345 O—70—--——2
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Grace period for paying medicare premium.—Where there is good
cause for a medicare beneficiary's failure to pay supplementary medical
insurance premiums, an extended grace period of 90 days would be
provided.

Effective date.—Enactment date.
Extension of time for filing medicare claims.—The time limit for

filing supplementary medical insurance claims would be extended
where the medicare beneficiary's delay is due to administrative error.

Effective date.—Enactment date.
Enrollment under medicare.—Eligible individuals would be permitted

to enroll under medicare's supplementary medical insurance program
during any prescribed enrollment period. Beneficiaries would no longer
be required to enroll within 3 years following first eligibility or a
previous withdrawal from the program. Relief would be provided
where administrative error has prejudiced an individual's right to
enroll in medicare's supplementary medical insurance program.

Effective date.—Enactment date.
Waiver of medicare overpayment—Where incorrect medicare pay-

ments were made to a deceased beneficiary, the liability of survivors
for repayment could be waived if the survivors were without fault
in incurring the overpayment.

Effective date.—Enactment date.
Medicare fair hearings.—Fair hearings, held by medicare carriers

in response to disagreements over amounts I)ai(l under supplementary
medical insurance, would be conducted only where the amount in
controversy is $100 or more.

Effective date.—Enactment date.
Collection of medicare premium by the railroad retirement board.—

Where a person is entitled to both railroad retirement and social
security monthly benefits, his premium payment for supplementary
medical insurance benefits would be de(lucted from his Railroad
Retirement benefit in all cases.

Effective date.—Fifth month after month of enactment.
Medicare benefits for people living near U.S. border.—Medicare

beneficiaries living in the United States close to the U.S. border
vould get covered care if the hospital they use is in Canada or Mexico
and is closer to their residence than a comparable hospital in the U.S.

Effective (late—Admissions to a hospital after December 31, 1970.
Ghiropractors' services—The Secretary of Health, Education, and

Welfare would conduct a study on the desirability of covering chiro-
practors' services (on a very limited basis) under medicare, utilizing
the experiments and experience under the medicaid )IogIam. A
report on the study, includmg the experience of other programs paying
for chiropractors' services, would be submitted to the Congress within
2 years after enactment of the bill.

C. FINANCING

In order to pay the additional cost of the new OASDI benefits
provide(l and to meet the existing actuarial (lefic.it in the hospital
insurance (part A of medicare) program, the tax and benefit base
would be increased from $7,800 a year to $9,000 a year, starting
January 1, 1971, and a new schedule of tax rates would be provided
as follows:
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IPercenti

.

Period

OASDI

Present
law

HR.
17550

HI

Present
law

HR.
17550

Total

Present
law

HR.
17550

Contribution rates for employer-employee, each:
1970 4.2 4.2 0.6 0.6 4.8 4.8
1971—72
1973—74
1975

4.6
5,0
5. 0

4.2
4.2
5. 0

0.6
.65
.65

1.0
1.0
1. 0

5.2
5.65
5.65

5.2
5.2
6. 0

1976—79 5. 0 5. 0 - 7 1. 0 5. 7 6. 0
1980—86 5.0 5.5 .8 1.0 5.8 6.5
l987andatter 5.0 5.5 .9 1.0 5.9 6.5

Self-employed contribution rates:
0970 6.3 6.3 0.6 0.6 6.9 6.9
1971—72
1973—74
1975

6.9
7.0
7.0

6.3
6.3
7.0

.6

.65

.65

1.0
1.0
1.0

7.5
7.65
7.65

7.3
7.3
8.0

1976—79 7.0 7.0 .1 1.0 7.7 8.0
1980—86 7.0 7.0 .8 1.0 7.8 8.0
1987 and alter 7.0 7.0 .9 1.0 7.9 8.0

The portion of social security contributions that is allocated to
the disability insurance trust fund would be revised (as to the com-
bined employer-employee rate) from 1.10 percent of taxable wages for
1970 and after (as in present law) to 0.90 of I percent for 1971 through
1974, to 1.05 percent for 1975 through 1979, and to 1.15 percent in
1980 and after, with corresponding changes in the allocation of the
self-employed contribution rates.

III. GENERAL DISCUSSION OF THE BILL

A. GENERAL DISCUSSION OF PROVISIONS RELATING TO THE
CASH BENEFITS PROGRAM

1. 5-percent increase in benefits
Over the years your committee has taken action to maintain social

security benefits at realistic and adequate levels. From time to time
these benefits have been increased to take into account changes in
the national economy—particularly changes in living costs, earnings
levels, and living standards. The most recent of these increases was
the 15-percent increase provided under the Social Security Amend-
ments of 1969, which, although effective with respect to the benefits
paabIe for January 1970, was first paid to beneficiaries in April of
this year.

Your committee recommends a general benefit increase of 5 percent
effective with the benefits payable for January 1971. At the time your
committee recommended the 15-percent benefit increase, it saw "a
pressing and urgent need" for a benefit increase "as quickly as pos-
sible." As the result of further deliberations, your committee now
sees a need for an additional increase in benefits starting next year.
Without claiming prescience, your committee believes that economic
changes in the shortrun future will warrant a further benefit increase.

Under the present law monthly benefits for workers who retire at
age 65 in 1971 will range from $64 to $193.70; under the bill these
amounts would range from $67.20 to $203.40. Additional illustrations
of the effect of the benefit increase are shown in the table below: The
table also reflects some of the effect of another provision in the bill
which would increase the earnings base to $9,000, effective January 1,
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1971. It should, however, be pointed out that in addition to the effects
of the higher base reflected in the table, the higher creditable earnings
under the new $9,000 base would also result in higher average monthly
wages which would help maintain a reasonable relationship between
benefits and earnings for people who have earnings of more than the
present $7,800 maximum.

ILLUSTRATIVE MONTHLY BENEFITS PAYABLE UNDER PRESENT LAW AND UNDER H.R. 17550

Worker2 Man and wife's Widow and 2 children
Average monthly —

___________________________ __________________________—

earnings' Present law H.R. 17550 Present law HR. 17550 Present law H.R. 175504

$76 $64. 00 $67. 20 $96. 00 $100. 80 $96. 00 $100. 80
150 101. 70 106. 80 152.60 160. 20 152. 60 160. 20

250 132. 30 139. 00 198. 50 208. 50 202. 40 208. 50
350 161. 50 169.60 242. 30 254.40 280. 80 280. 80
450 189. 80 199. 30 284. 70 299. 00 354. 40 354. 40
550 218.40 229.40 327.60 344.10 395.60 395.60
650 250.70 '263.30 376.10 395.00 434.40 434.40
750 () '283. 00 (6) 424. 50 (') 474. 40

Figored generally over 5 tess than the number ci years elapsing after 1936 or 1950, or age 21, ii later, and up to the
year of death, disability, or attainment of age 65 for men (62 under the bill) and 62 for women.

2 For a worker who is disabled or who is age 65 or older at the time of retirement and a wife age 65 or older at the
time when she comes on the benefit rolls.

3 Survivor benefit amounts for a widow and 1 child or for 2 parents would be the same as the benefits for a man and wife.
4 For families already on the benefit rolls who are affected by the maximum benefit provisions, the amounts payable

under the bill would in some cases be somewhat higher than those shown here.
5 Generally payable to people who retire at age 65 in 2006.

Not applicable, since the highest possible average earnings is $650.

Some 25.6 million beneficiaries on the rolls in January 1971 would
have their benefits increased under this provision. An estimate(l
$1.7 billion in additional benefits would be paid in the first 12 months.
2. Increase in special payments to certain people age 72 or older

The bill would also increase by 5 percent the special cash payments
that are made under present law to people age 72 and older who are
not insured for regular cash benefits under the social security system.

Under the 1965 amendments to the social security law, special
monthly payments were provided for certain people who reached age
72 before 1969 on the basis of less work than is needed to qualify for
regular cash benefits. The cost of the payments under thisprovision
is met out of the old-age and survivors insurance trust fund.

Special monthly payments were also provided, under an amendment
to the law enacted in 1966, for persons with no social security credits
who reached age 72 before 1968 and for persons who reach age 72
after 1968 and before 1972 who have earned credit for some work
but who do not qualify for payments under the 1965 amendments.
Payments made under the 1966 amendments are reduced by the
amount of any pension, retirement benefit, or annuity that a person
is receiving under any other governmental pension system. Also,
the payments are suspended for any month for which the person
receives a payment under a federally aided public assistance program.
Most of the cost of the payments to persons under this provision is
met from general revenues.

Under the 5-percent increase provided in the bill, the payments
under both of these special transitional provisions would be increased
from $46 to $48.30 for an individual and from $69 to $72.50 for a
couple, effective for January 1971. As a result, about 6,000 people
who do not now get the special payments would qualify for some pay-



13

ments, and about 620,000 people would qualify for higher pay-
ments under this provision. An estimated $17 million in additional
payments would be paid out in the first 12 months; about $15 million
of this amount would be paid from general revenues.
3. Liberalization of the retirement test

Under present law, if a beneficiary under age 72 earns more than
$1,680 in a year, $1 less in benefits is paid for each $2 of earnings be-
tween $1,680 and $2,880 and for each $1 of earnings above $2,880.
However, full benefits are l)aid, regardless of the amount of annual
earnings, for any month ui which the beneficiary neither works for
wages of more than $140 nor renders substantial services in self-
employment. Under the bill, beginning 1971, a beneficiary would
receive the full amount of his benefits each month if his annual earnings
did not exceed $2,000; his benefit would be reduced by $1 for each $2 of
earnings between $2,000 and $3,200 and for each $1 thereafter. The
bill would increase from $140 to $166.66 the amount of wages a beiie-
ficiary may earn in a given month and still get full benefits for that
month. These changes would update the retirement test to take into
account the increase in earnings levels since the present $1,680 annual
exempt amount became effective (beginning 1968) and make possible
an increase in annual income for many of the beneficiaries who work.

The bill would also change the retirement test as it applies in the
year in which a. worker reaches age 72. Under present law, benefits
are not withheld under the test for months when the person is age 72
or older. However, in the year in which a beneficiary reaches age 72,
earnings in and after the month in which he reaches age 72 are counted
in determining whether benefits are reduced or withheld for the
months before he reached age 72. Many beneficiaries believe that
earnings after they reach age 72 are not counted under the retirement
test; as a result, they are entitled to less in benefits than they expected
and may find that they have been overpaid because of this mis-
understanding. Your committee's bill would provide that only amounts
earned before the month in which the beneficiary became 72 would be
used in determining his earnings for the year for retirement test
purposes. In applying this provision the earnings of a self-employed
beneficiary would be prorated equitably to the months in his taxable
year.

4. Increase in widows' and widowers' insurance benefits
A factor which must be taken into account in considering whether

the levels of social security benefits are adequate at any given time is
the relationship of survivors' benefits to the worker's retirement
benefit. In this connection your committee examined the benefits
paid to older widows and found that the benefits paid to these people
were not adequate because under the present law the most that can
be paid to a widow is 82.5 percent of the retirement benefit which
would be paid to her husband if he started getting benefits at or after
age 65.

When social security benefits were first provided for widows by the
Social Security Amendments of 1939 they were set at 75 percent of
the worker's retirement benefit. This computation was based on the
idea that a widow should receive one-half of the combined benefit
which would have been paid to her and her husband had both been
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entitled to benefits. Later, this amount was increased by 10 percent,
to 82.5 percent, where it has remained up to the present.

It is your committee's opinion that the reasons for setting widow's
benefits at their present level are no longer valid and that in the light
of present conditions there is no reason for paying aged widows less
than the amount which would be paid to their husbands as retirement
benefits. Currently, the average benefit for an aged widow is $101 a
month, while the average benefit for a retired worker is $117. In
addition, surveys of social security beneficiaries have shown that, on
the average, women getting aged widow's benefits have less income
other than social security than most other beneficiaries.

Your committee's bill would provide an increase in the benefits
of widows and widowers who become entitled to benefits after
reaching age 62. Under the bill, the benefit for a widow who becomes
entitled to widow's benefits at or after age 65 would be increased from
82/ percent (payable under present law) to 100 percent of the
amount her deceased husband would receive if his benefits started
at or after age 65. For widows becoming entitled to widow's benefits
between ages 62 and 65, the 100-percent amount would be reduced.
For widows who start getting benefits before age 62, the amount
would be approximately the same as, and in no case less than, is
payable under present law.

Under the bill, as under present law, the benefit for a widow who
is age 62 or older when she starts getting benefits and who is the oniy
survivor getting benefits would not be less than the minimum benefit
payable to a retired worker at age 65. The benefit for a widow who
starts getting benefits before 62 and who is the only survivor getting
benefits would be the minimum benefit reduced only because of the
number of months before age 62 for which the benefit is paid.

The changes made with respect to widows would also apply to eligi-
ble dependent widowers.

ILLUSTRATIVE MONTHLY BENEFITS FOR WIDOWS AND WIDOWERS WHO BECOME ENTITLED AT OR AFTER AGE 65

UNDER PRESENT LAW AND UNDER HR. 17550.

HR. 17550

Additional Additional
amount result- amount result-

Average monthly earnings Present law

ing from
general bone-

fit increase

ag from
widows bene-

lit increase
Total benefit

payable

$76.00
150.00

$64.00
84.00

$3.20
4.20 $18.60

$67.20
106.80

250.00
350.00

109.20
133.30

5.50
6.70

24.30
29.60

139.00
169.60

450.00
550.00
650.00
750.00

156.60
180.20
206.90

(9

7.90
9.10

10.40
(I)

34.80
40.10
46.00

(I)

199.30
229.40
263.30
283.00

'Not applicable, uioce the highest average earnings amount now possible is $650.

Your committee's intention is to provide the same amount—100
percent—for both the worker and the widow when the benefits start
at or after age 65, and to provide reduced benefits in both cases when
benefits begin before age 65. However, because of the necessity of
gearing in the widow's benefits between the ages of 62 and 65 with the
higher amount provided under present law for a widow at age 62, as
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compared with the amount provided for a worker age 62, the reduc-
tion for widows and widowers who receive benefits beginning before
age 65 is slightly different than the reduction for workers.

The increase in benefits for widows and dependent widowers would
be effective for January 1971. Widows and widowers who are receiving
benefits at that time and who would get higher amounts as a result of
the provisions would have their benefits recomputed.

Some 3.3 million widows and widowers on the rolls at the end of
January 1971 would receive higher benefits under this provision, and
$700 million in additional benefit payments would be made in the
first 12 months.
5. Dependent widowis' benefits at age 60

Under present law, an aged widow can become entitled to widows'
insurance benefits at age 60, but an aged dependent widower cannot
become entitled to dependent widowers' benefits until age 62. This
situation results from the 1965 amendments, which lowered the age of
eligibility for widows from 62 to 60 but did not change the age of
eligibility for dependent widowers.

Your committee believes that the age of eligibility should be the
same for aged dependent widowers as it is now for aged widows.
Accordingly, the bill would lower the age of eligibility for aged de-
pendent widowers' benefits from 62 to 60. The benefits payable to an
aged dependent widower who starts getting benefits before age 62
would be actuarially reduced, as are the benefits under present law
for aged widows who come on the benefit rolls before age 62.
6. Age-62 computation point for men

Under present law, retirement benefits for men are figured differ-
ently, and less advantageously, than are the benefits for women. For
a man the period for determining the number of years of earnings that
are used in figuring the average monthly earnings on which his bene-
fits are based ends with the beginning of the year in which he reaches
age 65. For a woman the period ends with the beginning of the year
in which she reaches age 62. Thus 3 more years are used for a man
than are used for a woman of the same age.

This difference in the treatment of men and women under the
prOgram can result in significantly lower benefits being paid to a retired
man than are paid to a retired woman with the same earnings. For
example, a man and a woman each reach age 65 and retire in 1971.
They each have maximum creditable earnings under the program in
each year up to 1971. The woman's benefit beginning at age 65 would
be $200.30 a month under present law while the man's benefit would
be only $193.70 a month. If both workers reach age 62 in 1971, the
woman's benefit would be $155 a month while the man's benefit would
be only $148.80 a month.

The bill would change the way a man's retirement benefit is figured
to make the computation the same as the computation of a woman's
benefit. As a result the retirement benefits that a man would be paid
would be the same as the benefits to a woman of the same age and
with the same earnings. The change would result in higher retirement
benefits for most men than are provided under present law. It would
also result in higher benefits for dependents of retired workers and for
the survivors of men who died after age 62.
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The provision to shorten the computation period for men would be
effective for benefits for January 1971. It would apply not only to
those who come on the benefit rolls in and after January 1971 but also
to those who are on the benefit rolls when the provision becomes effec-
tive. Benefits for those on the benefit rolls before 1971 would be re-
computed under the new provision and, in many cases, the increased
benefits would be paid beginning with payments for January 1971,
payable in February. Some beneficiaries who have earnings in 1969
and whose benefits have to be refigured to take account of those addi-
tional earnings might not be paid their increased benefits until later
in 1971 because of the time required to make the necessary computa-
tions but the payments would be made retroactive to January 1971.

The amount of social security credit that a worker must have to be
insured for benefits is also determined differently, under present law,
for men than for women. Again, the ending point for determining
benefit eligibility for a man is the year in which he reaches age 65,
while for a woman it is the year in which she reaches age 62. Your
committee's bill would make the ending point age 62 for both men and
women and allow men to become fully insured on the basis of fewer
quarters of coverage than are now required. This change would be
effective for January 1971.

An estimated 10.2 million people on the rolls on the effective date
would receive larger benefits as a result of these changes, and in addi-
tion, 60,000 persons—workers and their dependents not eligible under
present law—would be added to the rolls in the first 12 months. In
the first 12 months an additional $925 million in benefits would be
paid out.
7. Election to receive actuarially reduced benefits

Under present law, a married person who has worked and is eligible
for both an old-age insurance benefit as a retired worker and a wife's
or husband's insurance benefit as the spouse of a retired worker
cannot apply for just one of the benefits; when he applies for one he
is deemed to have applied for both. As a result, such a person who
claims benefits before age 65 has both of his benefits actuarially
reduced.

Also under present law a wife who has worked and becomes eligible
for an old-age insurance benefit based on her own earnings, who takes
that benefit before age 65, and who later becomes eligible for a wife's
benefit when her husband applies for his retirement benefit can get a
lower wife's benefit (on account of the reduction that was made in
her old-age insurance benefit because it was paid before age 65) than
does a wife who never worked under the program. (This situation
does not occur under present law when a woman getting wife's insur-
ance benefits later becomes eligible for an old-age insurance benefit;
the reduction in her wife's benefit. is disregarded in figuring the amount
of her old-age insurance benefit.) Present law also provides that if a
woman takes a widow's insurance benefit before age 62 and later gets
a disability or old-age insurance benefit, the later benefit is reduced
to take account of the prior receipt of the reduced widow's benefit.

Under the bill, the deemed filing provision would be removed from
present law. A person eligible for benefits as a retired worker and
also as a spouse could choose to take only one of the benefits and
claim the other one later, or he could take both benefits at the same
time.
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Also under the bill the reduction that is made in one benefit would
not lower the amount of a benefit that is taken later.

Some examples showing the effect of these changes in the law are
as follows:

Exam vie 1.—A woman is potentially eligible for an old-age benefit
and a wife's benefit at age 62. Her unreduced old-age benefit, payable
if the benefit begins at or after age 65, is $78. Her husband's unreduced
benefit is $198. Her unreduced wife's benefit is $21—one-half of her
husband's $198 benefit, or $99 minus her own unreduced benefit of $78.
Her combined unreduced old-age benefit and wife's benefit would be
$99—her own benefit of $78 plus her wife's benefit of $21.

She applies for reduced benefits at age 62 and, under present law,
must apply for both benefits. Her old-age benefit is 80 percent of
$78, or $62.40. Her wife's benefit is 75 percent of $21, or $15.80. Her
combined old-age benefit and wife's benefit beginning at age 62 is
$78.20.

Under the committee's bill she could restrict her application at age
62, take only one of her benefits and wait until later to file for the
other. She could take her reduced old-age insurance benefit, get
$62.40 a month at age 62, and wait until age 65 to claim her wife's
benefit, and get $99 a month from age 65 on.

Example .—A woman is eligible for her own old-age insurance bene-
fit at age 62. Her husband has not yet applied for benefits so she is
not eligible for a wife's benefit. Her old-age insurance benefit at age
65 would be $78; she chooses to take it at age 62 and gets a reduced
benefit of $62.40. When she reaches age 65, her husband retires,
applies for benefits, and becomes entitled to an old-age benefit of
$198. She applies for wife's benefits and becomes entitled to a wife's
benefit of $21—one-half of her husband's $198 benefit, or $99, minus
her own unreduced benefit of $78. If she had not taken her own
benefit at age 62, she would get $99 a month under present law.
Because she did take her own benefit at age 62, she can only get $83.40
starting at age 65—862.40 plus $21.

Under the bill, she would get a benefit of $99 a month starting at
age 65 notwithstanding the fact that she elected to take her reduced
old-age benefit at age 62.

The new provisions would apply to people who become entitled to
benefits for or after the sixth month after the month of enactment.
People already on the benefit rolls when the provisions become effective
could, upon request, have their benefits redetermined under the new
provisions.

In some cases the application of this provision would mean that a
beneficiary should not have been entitled to some of the benefits he
had been paid. If these beneficiaries wish to be paid the higher benefits
provided under the bifi they would be required under a special
repayment provision to repay the benefits they are no longer entitled
to have been paid. The repayment would be accomplished by with-
holding payment of the amount of the increase in benefits that would
occur under the provision until recovery is made of the excess of the
amount the beneficiary was actually paid over the amount he would
have been paid if the provision had been in effect at the time of his
original application.

An illustration of how the recovery would be accomplished is as
follows:
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Consider the case discussed in the first example above. She could,
under the provisions of the bill, request to have her benefit redeter-
mined under the new provisions. As a result of this redetermination,
her month of entitlement to wife's benefits could be changed from the
month in which she reached age 62 to the month in which she reached
age 65. With this change, the amount of her monthly benefit should
have been $62.40 (instead of $78.20) a month from age 62 to age 65
and $99 (instead of $78.20) a month from age 65 on. She was paid
$78.20 a month from age 62 on, or $15.80 a month too much from age
62 to age 65 and $20.80 a month too little from age 65 on. Assume she
is age 66 when the redetermination is made. If the bill had been in
effect she would have been paid, for the 48 months from age 62 to
age 66 for which she has been paid benefits, $62.40 a month for the
36 months from age 62 to age 65, and $99 a month for the 12 months
from age 65 to age 66, for a total of $3,434.40. She would actually have
been paid $78.20 a month for all 48 months, for a total of $3,753.60.
Thus she would have been paid a total of $319.20 too much—$3,753.60
that she did get paid less $3,434.40 that she should have been paid.
The $20.80 increase in her benefit, from $78.20 to $99, would be with-
held and not paid to her until the $319.20 has been recovered—in
about 16 months. From that point on she would get a monthly benefit
of $99. If she should die or become entitled to another benefit (for
example, a widow's benefit based on her husband's earnings) before
the $319.20 is entirely recovered, the amount not yet recovered would
be waived.

The bill would make no change in the provisions of present law
under which a person entitled to both an old-age insurance benefit
and a wife's or dependent husband's insurance benefit may not get
both benefits in full. Under the law, a worker always gets the old-age
insurance benefit he earns for himself; if that benefit is higher than
the benefit he is potentially eligible for as a wife or dependent hiis-
band, the latter benefit is not payable. If the worker's old-age insurance
benefit is less than the wife's or dependent husband's benefit payable
on the spouse's earnings, the difference between the two benefits is
paid as the wife's or dependent husband's benefit.

Approximately 100;000 beneficiaries on the rolls would be immedi-
ately affected by this provision, which would result in additional
benefit payments estimated at $10 million during the first 12 months.
8. Eliminate the support requirements for divorced women

Your committee is concerned that there are a number of divorced
women who cannot qualify for social security benefits because they
cannot meet the support requirement in the law. Benefits are payable
to a divorced wife age 62 or older and a divorced widow age 60 or older
if her marriage lasted 20 years before the divorce, and to a surviving
divorced mother. In order to qualify for any of these benefits a
divorced woman is required to show that: (1) she was receiving at
least one-half of her support from her former husband, (2) she was
receiving substantial contributions from her former husband Irsuan t
to a written agreement, or (3) there was a court order in effoct po-
vidmg for substantial contributions to her support by her former
husband.

In some States the courts are prohibited from pro viding for alimony,
and in these States a divorced woman is precluded from meeting the
third support requirement. Even in States which allow- alimony, the
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court may have decided at the time of the divorce that the wife was
not in need of financial support. Moreover, a divorced woman's
eligibility for social security benefits may depend on the advice she
received at the time of her divorce. If a woman accepted a property
settlement in lieu of alimony, she could in effect have disqualified
herself for divorced wife's, divorced widow's, or surviving divorced
mother's benefits.

rfhe intent of providing benefits to divorced women is to protect
women whose marriages, are dissolved when they are far along in
years—J)articUlarly housewives who have not been able to work and
earn social security protection of their own. Your committee believes
that the support requirements of the law have operated to deprive
some divorced women of the protection they should have received
and, therefore, recommnds that these requirements be eliminated,
effective January 1, 1971.
9. Disability insured status for individuals who are blind

rro be insured for disability protection under present law, a worker
nmst be fully insured and meet a requirement of substantial recent
covered work. Generally, to meet the latter requirement, a disabled
worker needs at least 20 quarters of social security coverage during the
period of 40 calendar quarters ending with the quarter in which he
became disabled; a special provision takes into account that workers
who are disabled while young may have been in the work force for a
relatively short time.

Your committee's bill would extend social security disability protec-
tion to additional blind persons by eliminating for them the require-
ment of recent attachment to covered work. A blind person would be
insured for social security disability benefits and a disability freeze if
he is fully insured—that is, he has quarters of coverage, acquired at any
time, equal to the number of years elapsed after 1950 (or the year he
reached age 21, if later) and up to the year in which he became dis-
abled, except that he could not be insured with less than 6 quarters of
coverage and v ould in no case need more than 40 quarters of coverage
to be insured. This requirement would permit blind persons to be in-
sured for disability protection on a basis comparable to that for retire-
ment and survivor benefit protection. This seems to the committee to
be a more reasonable basis for qualifying for disability protection on
the part of a blind individual, who faces employment problems not
encountered by sighted persons.

The provision would be effective for January 1971. About 30,000
persons—blind workers and their dependents—would become im-
mediately eligible for monthly benefits. About $25 million in additional
benefits would be paid out during the first 12 months.
10. Wage credits for members of the uniformed services

Under present law, social security coverage is provided on a con-
tributory basis for those serving in the uniformed services in years
after 1956, but it is limited to a serviceman's basic pay and does not
reflect the cash value of wages in kind, such as food and shelter, which
is generally covered under social security with respect to other em-
ployment. The 1967 social security amendments therefore provided (in
addition to the contributory coverage of basic pay) noncontributory
wage credits, up to $100 for each month of military service after 1967,
to take account of the wages in kind that servicemen receive.
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The bill would extend the 1967 provision to cover service during the
period 1957—67. This would assure realistic social security credit for
service on active duty for all years that military service has been
covered under social security, and would avoid the serious impairment
of social security protection that now exists for some workers (and
their families) whose benefits are based on only basic pay for years
of military service during the 1)el'iod from 1957 through 1967.

The cost of additional social security benefits that would be paid as a
result of the enactment of this provision would be financed from general
revenues, on the same basis as the benefits resulting from the present
noncontributory wage credits for years after 1967.
11. Application for disability benefits after disabled worker's death

Under present law, an application must be filed with the Social
Security Administration to establish entitlement to social security
disability insurance benefits by the disabled worker or, if he is unable
to file an application, by another person on his behalf. In either event,
entitlement to disability insurance benefits cannot be established unless
the application is filed during the worker's lifetime.

In most cases a timely application is filed by or on behalf of a dis-
abled worker who meets the other eligibility conditions of the law,
so that the benefit rights of both the disabled worker and his depend-
ents are protected. However, in a relatively few cases a disabled
worker who would have been eligible for benefits dies before an appli-
cation is filed and his disability benefit rights are lost. As a result, the
living expenses and additional costs incurred by the disabled worker
during the period of his disablement may remain unpaid and become
obligations of his survivors.

Your committee has therefore included in the bill a provision which
would permit disability insurance benefits to be paid if an application
is filed within 3 months after the month of the death of a disabled
worker. Benefit payments which would have been payable upon appli-
cation of the disabled worker would then be payable for up to twelve
months prior to the month in which an application is filed. An applica-
tion filed within the extended period would also permit entitlement
to dependent's benefits to be established.

The provision would apply in cases of deaths occurring in or after
the year of enactment. In cases in which the disabled worker died in the
year the bill is enacted but prior to enactment of the bill, an application
could be filed within three months after the date of enactment and the
application would be deemed to have been filed in the month of death.
ild. Disability benefits affected by the receipt of workmen's compensation

Your committee's bill would modify present provisions under which
social security disability benefits must be reduced in some cases where
the disabled worker is also receiving workmen's compensation.

Under present law, when a disabled worker qualifies for both work-
men's compensation and social security disability benefits, the social
security benefits payable to him and his family are reduced by the
amount, if any, that the total monthly benefits payable under, the
two programs exceed 80 percent of his average current earnings
before he became disabled. A worker's average current earnings for
this purpose are the larger of (a) the average monthly earnings used for
computing his social security benefits, or (b) his average monthly
earnings in employment or self-employment covered by social security
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during the 5 consecutive years of highest covered earnings after 1950,
computed without regard to the limitations which specify a maximum
amount of earnings creditable and taxable under social security.

The objective of these provisions is to avoid the payment of com-
bined amounts of social security benefits and workmen's compensation
payments that would be excessive in comparison with the beneficiary's
earnings before he became disabled. Your committee recognizes, how-
ever, that workmen's compensation is not solely a replacement of lost
earnings but is, in part, compensation for pain and loss of function for
which the disabled worker might otherwise secure recompense through
legal action against his employer. It should, therefore, not be necessary
to limit a \vorker's combined social security disability benefits and
workmen's compensation payments to less than he earned before be-
coming disabled. Moreover, your committee has concluded that the
presents provisions are unduly restrictive and result in hardship for
some disabled workers and their families. A worker's total disability
vill usually give rise to substantial expenses in addition to the family's
continuing regular expenditures. Limiting the combined benefits that
are payable to 80 percent of average current earnings has in many
instances caused a significant reduction in the family's standard of liv-
ing in comparison with the level attained by the worker at the time of
disablement. A worker's average current earnings are calculated for
l1rpes of these provisions on the basis of his earnings over a pro-
tracteci period of time rather than his earnings just before disablement.
rrhlts restricting the family benefits to 80 percent of average current
earnings may result in payment of an amount below 80 percent of the
earnings level the worker had reached at the time he became disabled.
Your committee believes that the allowable amount of combined
workmen's compensation and social security disability benefits should
be increased. The bill would therefore raise the combined payments
allowable to 100 percent of the worker's average current earnings.
13. Coverage of Federal Home Loan Bank employees

rfhe Social Security Amendments of 1956 provided for coverage of
employees of the Federal Home Loan Banks on condition that their
retirement system be coordinated with social security and that the
j)lan for coordination be submitted to the Secretary of Health,
Education, and Welfare and approved by him before July 1, 1957.
This condition was not fulfilled within the prescribed time.

The Federal Home Loan Bank Board has again requested that
social security coverage be extended to the employees of Federal
Home Loan Banks, who number approximately 500. These employees
are eligible for retirement coverage under the Savings Association
Retirement Fund which your committee is informed now provides
coverage that is coordinated with the benefits provided under the
social security program.

The bill would extend coverage to all current and future employees
of the Federal Home Loan Banks for years after 1970. Persons who are
Bank employees on January 1, 1971, would also have their service
after 1965 covered, but only if the social security contributions on
account of such service are 1)aid by July 1, 1971, or by such later date
as may be provided under an agreement entered into between, the
Banks and the Secretary of the Treasury.
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14. Coverage of policemen and firemen in Idaho
The bill would make applicable to the State of Idaho the provision in

the Social Security Act which makes social security coverage available,
in certain jurisdictions specifically named in the law, to policemen and
firemen who are in positions covered under a State or local retirement
system, on much the same basis as to other persons under retirement
systems. Under present law, the pro sion apphes to 19 States, Puerto
Rico, and to all interstate instrumentalities. The 19 States which are
now included in the provision are Alabama, California, Florida, Geor-
gia, Hawaii, Kansas, Maine, Maryland, New York, North Carolina,
North Dakota, Oregon, South Carolina, South Dakota, Tennessee,
Texas, Vermont, Virginia, and Washington.

In Idaho and in other States not named in the law, social security
coverage is not available to policemen who are in positions covered
under a State or local retirement system. It is available for firemen
under a retirement system in these States, but only if special conditions
set forth in the Federal law are met. The Governor of the State must
certify that the overall benefit protection of the group of firemen
which would be brought under coverage would be improved by reason
of the extension of coverage to the group, and coverage can be extended
only by means of a referendum in which only firemen may vote.
15. Coverage of certain hospital employees in New 111 exico

Your committee's bill would permit the State of New Mexico, at
any time prior to January 1, 1971, to provide social security coverage,
under its coverage agreement with the Secretary of Health, Education,
and Welfare, for employees of certain public hospitals without regard
to the provisions of the Social Security Act which Sl)ecify the conditions
under which a State may bring a group of employees under social
security coverage.

As a result of a misunderstanding within the State, certain hospital
employees were covered under the New Mexico Public Employees
Retirement Association for a short period of time, although the
coverage was unintended as far as the hospital and the hospital em-
ployees were concerned. This period of coverage under the State
retirement system presents a serious obstacle to obtaining social
security coverage for the employees in question because of the provi-
sions of the Social Security Act that are designed to protect the rights
of such employees against the replacement of coverage under a State
or local government retirement system by social security coverage.
The unusual situation in New Mexico is not the type of situation to
which these provisions designed to provide safeguards for retirement
system members were directed.
16. Childhood disability benefits for those disabled before age 2

Your committee's bill would improve disability protection for
persons who become totally disabled before reaching an age at which
they are likely to be self-supporting. Tinder present law, social security
benefits are provided for the child of an insured deceased, disabled,
or retired worker until the child attains age 18 or, if attending school,
age 22. Also, a son or daughter of an insured worker can qualify for
childhood disability benefits if he has been continuously totally dis-
abled since before age 18 and is still disabled after the worker dies or
becomes entitled to social security benefits. Your committee's bill
would permit the payment of childhood disability benefits to such a
son or daughter who becomes totally disabled before age 22.
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When total disability arises between ages 18 and 22 the disabled
son or (laughter generally continues to be dependent on his parents.
Your committee believes that it is appropriate and desirable to pro-
vide social security benefits in such cases should the insured parent
die, become disabled, or retire.

'rhe provision for benefits for Peol)le disabled since before age 22
would be applicable not only prospectively but also in the case of
people who have already met the conditions proposed for eiititlement
to benefits and would be effective with respect to benefits for months
after December 1970. About 13,000 people—disabled children and
their mothers—would immediately become eligible for benefits. About
$10 million in additional benefits would be paid out during the first 12
months.
17. Penalty for furnishing false information to obtain a social security

number
Under present law, criminal penalties are provided for any petoii

who makes a false representation to obtain payment of social security
benefits which are not due him. These penalties may be applied, for
example, if a person attempts to get benefits based on his own earnings
un(Ier more than one social security miumber, or to avoid having his
benefits withheld it rider the retirement test by (lrawing benefits under
one number while continuing to work for high earnings under a false
name and another number, or to continue to draw disability benefits
while engaged in substantial gainful employment under another
name and number. Penalties are not l)rovided in the social security
law for those individuals who give false information in order to secure
multiple social security numbers with an intent to conceal their true
identities.

The use of false names, aided by a social security number issed in
false names, has led to a number of problems in both private business
and the administration of Government programs. Therefore, the bill
would provide criminal penalties if an individual, with intent to de-
ceive the Secretary of Health, Education, and Welfare as to his true
identity knowingly and willfully furnishes false information on an
application for a social security number for the purpose of obtaining
more than one number or of establishing a social security record
under a different name. The penalty would not be applicable, however,
if the person obtaining more than one social security number provides
sufficient information to permit the Social Security Administration
to identify all the numbers issued to such person so that all of his
wage credits may be combined.
18. Guarantee that no family would have its total family benefits

decreased as a result of an increase in the worker's benefit
In the past when general benefit increases have been enacted it has

been possible, in certain cases, for a family that comes on the benefit
rolls after the increase is effective but is entitled to retroactive benefits
in the period before the increase is effective to have the total family
benefits decreased slightly. Such a decrease can also occur under
present law when a worker's benefit is increased as a result of a recom-
putation of his benefit amount to include additional earnings. Those
decreases occur in cases where the family maximum provision applies
and the worker's benefit is actuarially reduced (because it started
before age 65).
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A special provision was included in the 1969 amendments to prevent
a decrease in total family benefits from occurring under the general
benefit increase that was included in those amendments. But the
provision was only temporary in effect—it applied only to the general
benefit increase under the 1969 amendments, and did not apply to
earnings recomputation cases. There is a need, therefore, for a perma-
nent provision that would apj)ly to future general benefit increases and
also to increases resulting from earnings recomputations. Such a pro-
vision is included in your committee's bill.

Under the provision, no family would have its total family benefits
decreased because of an increase in the worker's benefit resulting from
the 5-percent general benefit increase that would be provided by the
bill or from any general benefit increase that may be enacted in the
future or from a recomputation of the worker's benefit to include
additional earnings.

B. GENERAL DISCUSSION OF MEDICARE, MEDICAID, AND MATERNAL AND
CHILD HEALTH PROVISIONS

7. Coverage under medicare program
(a) Payment under the medicare program to ivdividw2ls covered by

Federal employees health beme fits pro gram.—Under present law, Fed-
eral employees and retirees age 65 and over who are enrolled for Fed-
eral employees health benefits (FEHB) are also covered under the
medicare hospital insurance plan (part A) if they have worked in
employment covered by social security or railroad retirement and are
eligible for monthly cash benefits under these programs. In addition,
Federal employees, whether or not eligible for part A benefits, thay
enroll in the medicare voluntary supplementary medical insurance plan
(part B) which is available to essentially all persons age 65 and over.
Part A hospital insurance protection under medicare is earned during
a person's working years through a separate tax on his earnings and no
payments are made by those entitled to benefits after they have stopped
working. Part B medical insurance protection is available at 50 percent
of cost, for which the enrollee pays a monthly premium—currently $4,
and due to be $5.30 in July 1970—matched by the Federal Government.

In contrast., persons who are e]igible for health insurance protection
under a FEHB plan continue to pay the same premium rates for their
coverage after retirement. as they did when they were active employees
(although the coverage may be more valuable since older people use
more medical services). The Federal Government currently pays about
24 percent of the overall cost of FEHB protection.

'When the medicare program was enacted in 1965, it was intended
that it would piovide basic health insuraice protection for people age
65 and over and that it would pay its benefits in full without regard to
any other benefits that. might be payable under an employee health
benefits plan. At the same time, it was expected that such plans would
adjust their benefit policies to complement the protection l)rovided
under medicare rather than duplicating the benefits.

Unlike most employers, the Federal Government has not. arranged
the health insurance protection it makes available to its employees age
65 and over ('active or retired) so that such protection 'would be supple-
mentary to medicare benefits.
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Although most Federal employment covered by a Federal staff
retireiiient system is excluded from social security coverage, many
Federal employees become insured under social security on the basis
of other employment. About 50 [)erceflt of retired and active Federal
employees age 65 and over are entitled to hospital insurance benefits
itticler medicare.

Several p1ol)l(n1s ariSe under the pi'set1t situation. The FEITB plans
cover many of the same health care CXCflSCS that are covered under
medicare. iii caseS where health (flre CXCliSCS ale covered under both
medicare and a Federal employee plan, time medicare beiiefits ale paid
first, and time Iederal employee plm then pays its benefits in an amount
which, wlmemi added to the benehts I yable under medicare, may not
exceed 100 percent. of time expenses ahlowal)le tinder the FEHB plan.

A Federal employee who is covered under a high-option FERB plait
as well as the medicare phum1s has somewhat better protection than is
afforded under the FEHB plaii alone. But, because of tire nonduplica-
tion clauses in the FEHB contracts, lie does not derive the full value of
the protection of the FEHB contracts. If a Federal retiree entitled
under medicare cancels his enrollment under a FEHB piam because of
the high total cost. of his health care protection, lie will lose the high
level of protection he 1)re%iol1sly enjoyed under the FEHB )rogram at
an age where his health care costs can be expected to increase
substantially.

Federal retirees and employees who are covered under an FEHB
plan generally do not find it advantageous to enroll in the medicare vol-
untary SUp)lmentary medical insurance plan, because of the overlap-
ping of FEHB benefits and benefits under the supplementary piami.
rflmllS Federal retirees 'and employees do not receive the advantage,
available to virtually all other persons age 65 and over, of the 50-per-
cent Government contribution toward the cost of the protection under
the supplementary medical insurance program.

In order to assure a better coordinated relationship between the
FEHB program and medicare and to assure that Federal employees
and retirees age 65 and over will eventually have the full value of the
protection offered under medicare and FEIIB, your committee's bill
would pronide that effective January 1, 1972, the medicare program
(both parts A and B) would not pay for any otherwise covered service
if such service is covered under a FEHB plan. This provision would
not go into effect (or would be suspended, if already in effect) if the
Secretary of Health, Education, and Welfare certifies that. the FEHB
)rogramfl has been so modified as to assure that there is available to
each Federal employee or retiree age 65 and over one or more Federal
health benefit plans which offer protection supplementmg the corn-
bined piotectiomi of parts A and B of medicare, and the protectioti of
l)art B alone and that. the 'Government. is making a contribution toward
the health insurance of each Federal employee or retiree age 65 and
over, which is at least equal to the contribution it makes for high option
coverage under Government-wide FEHB plais. This contri but ion
could be in 'the form of a Federal contribution toward the supple-
mentary FEHB 1)rotectioli or a payment to or on behalf of such em-
ployee or retiree to offset. the cost of his 1)urChIaSe of medicare l)rotec-
tion, or a combination of the two. It is 'the hope and the intent, of your
committee that the Secretary will be able to make this certification
before January 1972.

44—345 0—70—3
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(b) Hospital insurance benefits for bmsured individuals not eligi-
b is unde i' present transitional prornswn.—Present law provides hos-
pital insurance protection under the "special transitional Provision"
for people who are iiot qualified for cash benefits under the social se-
curity or railroad retirement program. (The provision excludes an
active or retired Federal employee, or the spouse of such an employee,
who is covered or could have been covered under the provisions of the
Federal Employees Health Benefits Act of 1959; aliens residing in the
United States for less than 5 years; and people who have been convicted
of a crime against, the 'ecurity of the IJnited States, including sabotage,
espionage, treason, etc.) The "special transitional 1)10 viSiOn" covers
people who are not. qualified for cash benefits under the social security
or railroad retirement program and who reached age 65 before 1968
even though they had no work under social security (or in the railroad
industry). Those who attained or will attain 'age 65 after 1967 must
have had specified amounts of work under these programs in oider
to be eligible for hospital insurance l)Iotect ion. The transitional provi-
sion will phase out 'as of 1974 as persons attaining age 65 in those
years must be insured for cash benefits under one of the two programs
in order to be eligible for hospital insurance protection.

Since the transitional provision is designed to provide hospital in-
surance coverage for only a part (though a large part) of the unin-
sured aged and to eventually phase out, a portion of the aged, though
small in number (as of January 1, 1970, this portion numbered ap-
proximately 305,000 or 11/2 percent of the aged 1)Ol)ulation), are and
will be for one reason or another, excluded from hospital insurance
coverage. (The 305,000 people include 55,000 recent immigrants, who
would continue to be excluded from coverage; 145,000 active or retired
Federal employees, who are not eligible for the transitional Provisions;
and 105,000 others.) Although these ineligibles include a substantial
number of people w-ho were eligible for social security coverage but
who did not elect '(or whose employers did not elect) to be covered
(including employees of State and local governments), they also
include several other groups: (1) wives who have never worked under
covered employment and 'whose husbands 'are eligible for hospital
insurance under the transitional provision, (2) women who are not
insured on their own 'account and 'who cannot qualify for dependent's
benefits (such as dependent 'aged sisters of insured 'workers and the
dependents of uninsured workers), and (3) 'workers, such as agricul-
tural and domestic workers, whose earnings may have been so low or
sporadic they were unable to acquire insured st'atus.

Further, it has become very difficult for many in this group to obtain
private hospital insurance comparable to coverage under medicare.
Since the passage of the medicare law, private insurance companies
have generally changed their hospital insurance plans available to peo-
ple age 65 and over to make their coverage complementary to medi-
care. While there is generally some type of hospital insurance available
to persons age '65 'and over, most of that which is offered is in the form
of specified cash payment insurance, paying from $23 to $200 per week
for limited periods of hospitalization. Few private health insurance
companies offer their regular hospital expen'se plans to the aged.

Your committee's bill would make available hospital insurance cov-
erage on a voluntary basis to persons age 65 and over 'who are not
entitled to such coverage under existing law. A State or any other pub-
lic or private organization would be permitted to purchase such pro-
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tection on a group basis for its retired or active employees age 65 and
over. The intent, is that. the cost. of such coverage would be fully
finaiicecl by those who elect, to enroll for this protection. Enrollees
would pay a monthly premium based on the cost. of hospital insurance
protect ion for the uninsured group; such premium would be $27 a
month beginning with January 1971 and up to and including June
1972, and would be recomputed each year and increased in the same
proportion as the inpatient hospital deductible. rihe same restrictions
on enrollment and reenrollment (including a 10-percent-per-year
(hlarge for late enrollment.) would apply as now apply to enrollment
for siipplementaiy medical insurance (including the changes in such
enrollment 1ro\sionS made by other provisions in the bill). Aliens who
have beeii convicted of certain subversive crimes would be excluded
from participation under this pm\siOn, just. as they are excluded from
enrolling for supplementary medical insurance.

Your committee's bill also would require that in order for persons to
be eligible to enroll for hospital insurance they must be enrolled for
supplementary medical insurance. rfllose persons who have failed to
enroll for supplementary medical insurance within the 3-year enroll-
mnent limit as prescribed by PreSeIt. law would be able, under another
provision in your comini'tte&s bill to meet. this requirement since they
would no longer be excluded from enrolling for supplementary medi-
cal insurance. If a Pelson terminates his supplementary medical in-
surance, his hospital insurance coverage under this provision would
be automatically terminated effective the same date as his supple-
inentary medical insurance termination. Your committee believes that
such a restriction is necessary to reduce the possibility of excessive
utilization of the more expensive hospital insurance coverage as might
occur if all individual were enrolled for hospital insurance (covering
)rimarily institutional care) but not. for supplementary medical in-
surance (covering primarily outpatient care).

The effective date for coverage provided under this provision would
be January 1, 1971.
2. Impro ,em.e.ml t. in the operatnmq e/Jeet'Iee')1e8.c of the medicare.

mednaul. aild 'maternal and ('h/id health proqram
(a) Lm.?.t.a.twn On Federal pa/tu/patlon foi ap/tal expenditure.—

Inder title XVIII depreciation on buildings and equipment. and inter-
est. on loans used to acquire them, are reimbursable as part of the cost
of j)rovidillg services to medicare beneficiaries. Such reimbursement
IS 1d without regard to whether the items were constructed or pur-
rlmasecl iii conformity with any type of health facility planning ic—
quirement. Similarl . reimbursement on a cost basis for inpatient
hospital services provided under titles V (maternal and child health)
and XIX (medicaid) of the Social Security Act. includes a recognition
of certain capital costs without regard to conformance to planning
1equi rements.

There are few aspects of the health care system in the United States
which have heemu so thoroughly explored as the need for comprehensive
areawide planning for the development and utilization of all types of
health care facilities. But. the acceptance of the purposes of State and
areawide health facility planning 'has not always been matched by pur-
poseful applic'at ion of the incentives required to achieve the end result
of such 1)lannillg. Thus, while a significant amount of Federal money
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is currently being expended under the comprehensive health planning
provisions of the Public Health Service Act in the interest of further-
ing health facility planning at the State and local levels, Federal funds
are being expended for health services provided under medicare, medic-
aid, and the maternal and child health programs without regard to
whether the facilities providing the services are cooperating in such
health facility planning. Your committee believes that. the connection
between sound health facility planning and the prudent use of capital
funds must be recognized if any significant gains in controlling health
costs are to be made. Thus, your committee believes it is necessary to
assure that medicare, medicaid, and the maternal and child health
programs are consistent with State and local health facility planning
efforts, in order to avoid paying higher costs unnecessarily in the future
where these costs result from duplication or irrational growth of health
care facilities.

At present, efforts are being made on the Federal, State, and local
levels to assure thM the need for the expansion and modernization of
health facilities is evaluated, coordinated, and planned on a rational
and controlled basis. At the Federal level, comprehensive health plan-
ning legislation provides for Federal grants for the establishment, and
funding of areawide and comprehensive State health care planning
agencies. Currently, all 50 States, the District of Columbia, and five
territories have 'State comprehensive health care planning agencies.
On the areawide level, 106 planning agencies are receiving Federal
grants: 10 of such agencies are operational. It is estimated that 113
areawide planning agencies will be receiving grants by the end of
June and that 35 of such agencies will be operational.

To avoid the use of Federal funds to support unjustified capital
expenditures and to support 'health facility and health services plan-
ning activiities in the various States, your committee's bill author-
izes the Secretary of Health, Education, 'and Welfare to withhold or
reduce reimbursement amounts to providers of services under title
XVIII for depreciation, interest, and, in the case of proprietary pro-
viders, a return on equity capital, related to certain capital expendi-
tures that are determined to be inconsistent with State or local health
facility' plans. (Similar authority would be provided with respect to
the Federal share of payment for inpatient hospital care under titles
V and XIX.) Capital expenditures for the purposes of this provision
include expenditures (1) for plant and equipment in excess of $100,-
000; (2) which change the bed capacity of the institution; or (3) which
substantially change the services provided by the institution. The
Secretary would take such action on the basis of findings and recom-
mendations submitted to him by various qualified planning agencies.
If he determines, however, after consultation with an appropriate
national advisory council, that a disallowance of capital expenses
would be inconsistent with effective organization and delivery of
health services or effective administration of titles V, XVIII, or XIX,
he would be authorized to allow such expenses.

The Secretary would be authorized to enter into agreements with
the States under which designated planning agencies would submit
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their findings and recommendations (along with those of other qual-
ified planning agencies) with respect. to proposed capital expendi-
tures that are inconsistent with the plans developed by such agencies.
(All such health faciilit.y and health services planning agencies must
have governing bodies or advisory bodies at least. half of whose mem-
bers represent consumer interests.) The Secretary would be authorized
to pay from the Federal Hospital InsuranceTrust Fund the reasonable
costs incurred by the planning agencies in preparing and forwarding
findings and recommendations. The bill would in no way change the
autonomy or authority of existing State or local planning agencies,
or the relationships between such agencies, either within States or
across State lines.

These limitations would be effective with respect to obligations for
capital expenditures incurred after June 30, 1971, or earlier, if re-
quested by the State.

(b) Report oi li/an for prospecti,e reimbursement; experiments
and demonsh'ation pro jeets to develop iieeitives for econonj in the
pro'ision of h,ealthserviees._—lTnder pIeSI)t law, institutional pro-
viders furnishing covered services to medicare beneficiaries are paid
on the basis of the reasonable cost of such services. Payment on this
basis, with retroactive corrective adjustments, is consistent with the
long history of public and private third party agency reimbursement.
for institutional health care on a cost l)asis. 1-Towever, as experience
under the medicare, medicaid, maternal and child health, and ot.he.r
third party Progninis has clearly demonstrated there is little incentive
to contain costs or to produce the services in the most efficient and
effective manner.

Your committee believes that. I)aynel1t determined on a prospective
basis offers the promise of encouraging institutional pohicyimikers and
managers, through positi'e financial incentives, as well as the risk
of possible loss inherent in flint method, to plan, innovate and gen-
erally to manage effectively in order to achieve greater financial reward
for the provider as w-ell as a lower total cost to the programs involved.
Prospective reimbursement differs from the present method of reim-
bursement in that a rate of payment. is set. in advance of time period
over which the rate is to apply. The theory is that once the rate is set a
provider will institute cost. saving measures which will maximize the
difference between its actual costs and the higher prospective rate.
This difference could be expressed as the "profit.." Of course, if the
providers costs turned out to be higher than the prospective rate,
there would he a loss. Theoretically, this approach to reimbursement
introduces incentives not l)reselit- under the existing reimbursement
method which, since it. tends to pay whatever the costs turn out to be,
provides no incentives for efficiency.

However, your committee is well aware that in considering such a
fundamental change in the present reimbursement method, possible
disadvantages as well as the 1)otelitial advantages must be taken into
account. While it is clear for example, that ProsPectiie rate setting
will provide incentives for health care institutions to keel) costs at a
level no higher than the rates set, it is not clear that the rates set would
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result in government reimbursement at levels lower than, or even as
low as, that which would result under the present retroactive cost find-
ing approach. Providers could be expected to press for a rate that
would cover all the costs, including research costs and bad debts, as
well as margins of safety in the prospective rates that might result in
reimbursement—if their requests were met—in excess of the costs that
would have been reimbursed under the present approach. Moreover,
any excess of reimbursement over costs to voluntary providers would
probably be used to expand services, and the new- level of expenditures
iiiiglìt be reflected in setting higher prospective rates for future years.

Also to be considered is the fact that under prospective reimburse-
ment it will be necessary to take steps to assure tl1at providers do not
cut back on services necessary to quality care in order to keep actual
costs down and thus increase the difference between costs and the pro-
spective rate established. The development of adequate and widely-
agreed-upon measures of quality of care will clearly be needed to
provide that assurance and should be immediately developed by the
Department.

In view- of the far-ranging implications of such a change in the
approach to reimbursement, your committee's bill provides for a pe-
riod of experimentation under titles XVIII, XIX and V with various
alternative methods and techniques of prospective reimbursement.
It is the intent of your committee that experimentation be conducted
w-it.li a view to developing and evaluating methods and techniques that
will Sf iinulate 'providers through positive financial incentives to use
their facilities and personnel more efficiently, thereby reducing their
own as well as program costs while maintaining or enhancing the
quality of the health care provided.

The experiments and demonstration projects directed to be carried
out under this provision are to be of sufficient scope and on
a wide enough scale to give assurance that the results would obtain
generally (but not so large or comprehensive as to commit the pro-
grams to any prospective payment system either locally or nationally).
No experiment or demonstration project is to be undertaken by the
Secretary until he consults with and takes into consideration the advice
and recommendations of recognized specialists in the health care field
who are qualified and competent to evaluate the feasibility of any given
experiment or demonstration project.

Under your committee's bill, the Secretary would be required to sub-
mit to the 'Congress no later than July 1, 1972, a full report of the
results of the experiments and demonstration projects, as well as an
evaluation of the experience of other programs with respect to
prospective reimbursement,. The report is to include detailed recom-
mendations with respect to the specific methods that might be used
in t.he full implementation of a prospective reimbursement system.

Although recognizing the promise and potential offered by prospec-
tive reimbursement your committee does not wish to preclude experi-
mentation with other forms of reimbursement. Your committee be-
lieves that a solid foundation of experience 'is required with all pos-
sible alternative forms of reimbursement before permanent changes
can be made. The 'bill therefore includes authorization for the See-
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retary of Health, Education, and Welfare to engage in experiments
and demonstration projects involving negotiated rates, the use of
rates established by a State for administration of one or more of
its laws for payment or reimbursement to health facilities located in
such State, and alternative methods of reimbursement with respect to
the services of residents, interns, and supervisory physicians in teach-
ing settings. Authority is also provided to make payments, on an ex-
perirnental or demonstration project basis, to organizations and in-
stitutions for. services which are not currently covered under titles V,
XVIII, XIX, and which are incidental to services covered under the
programs, if the inclusion of the additional services would offer the.
promise of program savings without any loss in the quality of care.
The bill would also authorize experimentation with the use of areawide
or communityw ide utilization review and medical review mechanisms
to determine whether they would bring about more effective controls
over excessive utilization of services.

'rue Secretary is to submit to the Committee on Ways and Means and
the Committee on Finance plans for each experiment or project,
authorized under these provisions, a description, in detail, of its nature,
methodology, and objectives. The intent is that. there be an opportunity
for congressional study before the experiment or project is put into
ol)erat ion.

These provisions will be effective upon enactment of the bill.
(c) Lim.itatioas on. cocerage of costs under the medu.are JrOgrani.—

Your committee is mindful of the fact that costs can and do vary from
one institution to another as a result of differences in size, in the nature
and scope of services provided, the type of pttient treated, the location
of the institution and various other factors affecting the efficient de-
hivety of needed health services. Your committee is also aware, how-
ever, that c.osts can vary fioin one institution to another as a result of
variations in efficiency of operation, or the l)rO\iSioil of amenities in
l)11iS11 suriounclings. Your committee believes that it is undesirable
froni the stand point of those who support Government mechamsrns
for financing health care to reimburse health care institutions for
costs that flow from marked inefficiency in operation or conditions of
excessive service.

To the extent that. differences in provider costs can be expected t
result from such factors as the size of the institution, patient mix,
scope of services offered or other economic factors, wide, but not un-
limited re(ognit ion should be 'givell to the variations in costs accepted
as reasonable. however, data frequently reveals wide variations in
costs among institutions that. can only be attributable to those elements
of cost that. would ordinarily not be expected to vary substantially from
one institution to another.

In commenting oii the wide viuiiations P' diem direct expenses
for hospitals in New York City, J. I)ouglas Colman, 1)resident of the
Associated hospital Service of New York, noted in a piper 1)rcptred
in connection with time National Conference on Medical Costs held on
.June T—S, 1967; that:

Some of time variations can be explained by varying characteristics of the pa-
tient census, by location, by scope of services offered, or by variations in time
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efficiency of physical plant. But none of these, nor any combination of them,
atisfactorily account for the range of variation shown. For example, the range
for voluntary teaching, hospitals in New York City alone is from 38 percent above
to 20 percent below the median per diem cost for this group of hospitals. One
must conclude that at least a part of this variation reflects variations in efficiency.

The data being cited by Mr. Colman indicated that direct costs of
"hotel" services (food and room costs) in hospitals in New York City
varied from $17 to $32 per patient day with a median of $23, but three
hospitals were at the level of $30 or more, more than 25 l)ercent above
the median. Nursing service costs varied from $11 to $20 per patient
day with a median of $12 and the hospital with the highest nursing
costs had nursing costs almost $3 per day above the hospital with the
next highest nursing costs.

Where the high costs do in fact flow from the provision of services
in excess of or more expensive than generally considered necessary to
the efficient provision of appropriate patient care, patients may never-
theless desire such services. It is not. the committee's view that if pa-
tients desire unusually expensive service they should be denied the serv-
ice. However, it is unreasonable for medicare or medicaid ('which are
financed by almost all people in the country rather than the patient or
community that wants the expensive services) to pay for it.

Similarly, when the high costs flow from inefficiency in the delivery
of needed health care services the institution should not be shielded
from the economic consequences of its inefficiency. Health care institu-
tions, like other entities in our economy, should be encouraged to per-
form efficiently, and when they fail to do so should expect to suffer
the financial consequences. Unfortunately, a reimbursement mechanism
that responds to whatever costs a particular institution incurs presents
obstacles t.o the achievement of these objectives. It is believed that they
can only be accomplished by reimbursement mechanisms that limit
reimbursement to the costs that would be incurred by a reasonably pru-
dent and cost-conscious management.

Present law provides authority to disallow incurred costs that are
not. reasonable. However, there are a number of problems that inhibit
effective exercise of this authority. The disallowance of costs that a.re
substantially out of line with those of comparable providers after such
costs have been incurred creates financial uncertainty for the provider,
since, as the system now operates, the provider has no way of knowing
until sometime after it incurs expenses whether or not they will be in
line with expenses incurred by comparable providers in the same pe-
riod. Furthermore, present law generally limits exercise of the author-
ity to disallow costs to instances that can be specifically proved on a
case-by-case basis. Clear demonstration of the specific reason that a
cost is high is generally very difficult. And, since a provider cannot
charge a beneficiary more than the program's deductible and coinsur-
tnce amounts for covered services, exercise of either type of authority
can leave the provider without reimbursement for some costs of items
or services it has already incurred for patients treated some time ago.
Under these circumstances the provider would have to obtain funds
from some other source to make up for its deficit.

The proposed new authority to set limits on costs recognized for
certain classes of providers in various service areas differs from
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existing authority in several ways and meets these problems. First, it
would be exercised on a prospective, rather than retrospective, basis SO

that the provider would kiiov iii a(ivaiice the limits to Government.
recognition of incurred costs and have the opportunity to act to avoid
having costs that are not reimbursable. Second, the evaluation of the
costs necessary in delivering covered services to beneficiaries would ie
exercised on a class and a preSuiml)tive basis—relatively high costs
that cannot be justified by the 1)ro\'ider as reasonable for the results
obtained would not. he reunbuirsahle—so that. implementation of
the l)rOPosed iuithoiitv would appear more feasible than present au-
thiority. Third, since the limits would be defined in advanre, provision
voulcl be made for a provider to charge the beneficiary for the costs of
of items or services in excess of or more expensive than those that are
determine(l to be necessary in the efficient. (ielive.ry of needed health
services. Public notice would be provided where such charges are im-
posed by the institution and the beneficiary would be specifically ad
vised of the nature and amount of such charges prior to admission so
that there is opportunity for the public, doctors, and their medicare. pa-
tients to know what additional payilient would 'have to be macic.

Your committee is aware of the magnitude of the task this proposal
will impose on the Social Security Administration and on the other
components of the T)epartment of health, Education, and Welf are that.
will be involved in implementing the authority it grants. Difficulties
will be encountered as a. result of deficiencies in the adequacy nnd time-
liness of cost. data and as a result. of limitations in current. methodology
for comparing costs of health care institutions, measuring health care
outl)ut ond estimating the, costs necessary to the efficient. delivery of
health care. On the other hand, your committee does not believe that
the Congress should delay iii enacting provisions controlling escalation
of hospital 'and other health care costs until peifect. methods of col-
lecting and evaluating cost data are attained. What. is intended by
your committe&s propo.al is that limits on recognition of costs as
reasonable under medicare, medicaid, and the child health programs be
pitt. into e.fie.ct. to the extent Presently feasible and that these limits be
refined and extended over time as developing cost. data and method-
ology permits.

Your committee recognizes that the mit ial ceilings imposed will of
miecessity he imprecise in defining the actual cost. of efficiently deliver-
big needed health care. And your committee recognizes that these pro-
visions will apply to a relatively quite small number of institutions. The
data that is 'available for this purpose will often be less than perfectly
reliable—for example, it. may be necessary to use unauditeci cost reports
or survey or sampling techniques in estimating the costs necessary to
the efficient delivery of care. Under medicar&s administrative system,
however, cost. reports pie1'ared by the providers are now being sub-
mnit.ted more promptly after the close of the accounting period and
should be available for analysis in the next year amid for the estab-
lishment. of limits in tue second following year. Also, the precision of
the limits determined from these data will vary with the degree to
which excessive costs can be distinguished from the provision of higher
qualit.y or intensity of care.
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For costs that would not generally be expected to vary with essential
quality ingredients and intensity of medical care—for example, the
costs of the "hotel" services (food and room costs) provided by hos-
pitals—tlie Secretary night. set limits sufficiently above the average
costs per patient. day previously experienced by a class of hospitals
to make allowance for differing circumstances and short-term economic
fluctuations. Hotel services may be easiest to establish limits for and he
among the first for which work can be completed. Attention might be
given as well to laundry costs, medical record costs, and administration
costs within the reasonably near future.

Setting limits on overall costs pei l)atient day and specific. costs that
vary with the quality and intensity of care would be more difficult,
but the Secretary might be able to set reasonable limits sufficiently
above average costs per patient day l)re%'iously experienced by a class
of institutions so that. only cases with extraordinary expenses would
be subject to any limits. In addition, special limits could be estab-
lished on cost elements found subject. to abuse. For examj)le, the
Secretary might establish limits on the level of standby costs that
would be recognized as reasonable under the program to 1)reveflt Gov-
ei'nment programs from picking U the cost. of excessive amounts of
idle capacity—particularly relatively high personnel costs in relation
to patient loads where occupancy rates are low—in reimbursing for
services to covered patients.

Providers would, of course, have the right to obtain reconsideration
of their classification for purposes of cost limits applied to them and to
obtain relief from the effect of the cost limits on the basis of evidence
of the need for such an exception.

Providers will be permitted to collect, costs in excess of the medicare
ceilings from the beneficiary (except in the case of admission by a
physician who has a direct or indirec.t financial interest in a facility)
where these costs flow from items or services in excess of or more ex-
pensive than those necessary for the effective delivery of needed serv-
ices, provided all patients are so charged and the beneficiary is in-
formed of his liability in advance. Information on additional charges
assessed would also be made available generally in the community.

The determination of the cost. of the excess items or services for
which the beneficiary may be charged will be determined on the basis
of costs previously experienced by the provider. For example, if costs
for food services experienced in 1969 among a group of hospitals in an
area ranged from $4 to $9 a day with a median cost of $5 a day and
the. limit for food services set by the Secretary for 1971 was $7.20
a day, the hospital previously experiencing costs of $9 a day could
charge patients $1.R0 a day for food services. However, should total
reimbursement, for covered services from the program plus charges
billed for such services exceed actual costs in any year, the excess will
be deducted from payments to the provider. Thus, the provider would
not profit from charges to beneficiaries based on excess costs in the prior
year.

In addition it should be noted that. the fact. that. a provider's costs
are below the ceilings established under this provision will not. exempt
it from application of the ceiling of customary charges where such
charges are less than cost under another provision in the committee bill.
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These provisions would be effective with respect to accounting peri-
ods beginning after the enactment of the bill.

((1) Liqnif' on pecailng ehaige lecels.—Under l)resent administra-
tive policies under medicare, the prevailing limit on the reasonable
charge for a service is intended, over the long run, to be generally
about the 83d percentile of customary charges for that service in the
1)liySicianS locality. rf() illustrate, if customary (bargeS for an ap)en-
dectomy in a locality were at five levels, with 10 l)ercellt of the services
rendered by physicians whose customary charge was $150, 40 perceit
rendered by physicians who charge $200, 40 percent rendered by
1)hiysiciails \v11O c11lrge $250 aiid pe1ceit. rendered by pIiysiciais who
charge $30() and ithi the remaining 5 percent. rendered by 1)hiySiCians
charging in excess of $300, the prevailing limit, would be $250, since
this is the level that would cover at least 83 percent. of the cases. How-
ever, if peient, rather than 5 percent, o the services were rendered
by l)hlysic1l1ls whose customary charge was at.. the $30() level with 5
percent. charging above that. level, the, prevailing charge limit would
be $300, since this would then be the level that would cover at least

perceflt of the cases.
Customary charges for services that. are withiu the pi'eviil ing fee

limit. are generally recogiiizecl in full. (iii a relatively small number of
situations additional rules are used to judge the reasonableness of
charges.)

Your committee believes that, it. is Ilecessary to move. in the (lirection
of an approach to reasonable charge, reimbursement. that. ties lecogili-
tion of fee. increases to appropriate. economic indexes so that. the Pi-
gram will not. merely recognize w Ii a'te.ver increases in (hi a rges are estab-
lishied in a locality but. would limit, recognition of charge increases to
rates that. economic data. indicate would be fair to all concerned.

Under your committee's bill, the prevailing charges recognized for
a locality could be increased in fiscal year 1972 and in later years only
to the extent justified by indexes reflecting changes in the operating ex-
penses of physicians and in earnings levels. 'What the bill provides is a
limit, on the increases that would be recognized on the basis of the other
reasonable charge criteria. Increases in the customary charges of in-
dividual physicians and in the charges prevailing among pliysiciais in
a locality would continue to be recognized only on the basis of adequate
evidence that such increases had been in effect for a period of time. The
new ceiling on recognition of increases in prevailing charge limits that
is provided would come into play only when the adjustments necessary
to meet increases in the actual charges pre\Tailing in a locality ex-
ceeded, in the aggregate, the level of increase justified by ot.her changes
in the economy.

ilie Secretary would eStil)liSlI the statistical methods that would be
used to make the calculations to establish the limit, on the increases
allowed by this provision.

The base for the. proposed economic indexes would be calendar year
1969. 'The increase in the indexes that occurs in a succeeding calendar
year would constitute the max i mum allowable aggregate iicrease in
prevailing charges above the original base that. would be recognized in
the fiscal year beginning after the end of that, calendar year.
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Initially, the Secretary would be expected to base the ceilings for
recognition of increases in prevailing fee limits on presently available
indexes of changes in consumer prices and earnings combined in a man-
ner consistent with available data on the ratio of the expenses of prac-
tice to income from 1)ractice occurring among self-employed physicians
as a group. If, for example, available data indicated that for self-
employed physicians as a group, expenses of practice absorbed approxi-
iriately 40 percent of gross receipts of practice (the proportion indicated
for 1966 by data compiled by IRS from tax returns), the Secretary
could determine that the maximum aggregate increase in prevailing
charge levels that could be recognized in a carrier area would he 40 p-
cent. of the area increase in the BLS Consumer Price Index (all items
less medical care) plus 60 percent of the area increase in the earnings
rel)Orted to the social security Iognlln. 'Fhie increase in the BL Con-
sumer Price Index (which includes a service component and other
prices reflectng, to some degree, office salaries paid by physicians)
would be considered to indicate the justifiable increase iii fees to take
account of increases iii costs met by the phiysiciiii in his practice and
the increase in earnings would be considered to indicate the justifiable
increase in fees to keel) the 1)hlysicialis earnings in line with, the earn-
ings of others. Thus if during calendar year 197() the area increase iii
prices was 3 percent. and the area increase in earnings was 5 percent, the
allowable aggregate increase in pre'tihilug charges recognized by the
carrier in each locality during fiscal year 1972 would be 4.2 peeiit

(.40x.03) + (.60x.05) =.042

The carrier would apply the prevailing charge criteria now in the
law (but setting the prevailing charge limit at the 75th percentile of
customary charges rather than at the 83d percentile permitted under
present policies) to data on cli arges in calendar year 1970 to determine
the increases in prevailing charges that it would be appropriate to
recognize during fiscal year 1972. In the illustration cited earlier, where
20 percent of appendectomies in a locality were rendered by physicians
who customarily charged $300 or more and 80 l)erceiIt of such services
were rendered by physicians customarily charging at or below $250,
the prevailing charge level for that service would be $250 (the level
that would cover at least 75 percent of the cases), rather than the pre-
vailing charge level of $300 (the level that would cover at least 83
[)ercent of the cases) that would be set under present. policies. If the
aggregate increase in prevailing charges so determined wus less than
4.2 percent, the adjustments' would be permitted and the portion of the
allowable aggregate increase not used in that fiscal year could be car-
ried forward and used in future fiscal years. However, if the aggregate
increase in prevailing charges found otherwise appropriate exceeded
4.2 percent, such increases would be reduced to the extent necessary to
bring the aggregate of all increases within the 4.2 ceiling—that is, if
the new prevailing charge limits that. were indicated for fiscal year
1972 by the 75th percentile of calendar year 1970 charges multiplied
by the frequency of the related services in calendar year 1970 exceeded,
in total, the prevailing charge limits indicated for fiscal year 1971 by
the 75th percentile of calendar 1969 charges multiplied by the fre-
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(lIlC1RY •of the related services in calendar l)() by .4 1)elellt, then each
of the pI'e\i1 ing charge increases indicated for fiscal year 1972 by the
75th percentile, of calendar year 197() charges would be reduced by
oiie-lialf so that. the aggregate increase allowed would be within the
4.2 ceiling.

It is, of course, cOntenlplate(l 1111(1cc the bill that the Secretary would
use, both initially and over the long run, the most refined i iidexes that
call he developed. I [owever, your committee believes that the viability
of tile l)rOPOsal dOeS not depend oii a great (Teal of 1ltrther refinement.
Time objectives of the proposal could 1)e. attained with equity through
time use of an approach such as that. described above. Tim is is so 'because
the indexes are not to be applied omi a procedure-by-procedure basis
that. would raise serious questions of equity in absence of refinements to
take account of variations in the mix of factors of production among
various types of medical services and to take account of changes iii
productivity with re.sj)ect. to various services. ITatimer, the indexes will
operate as overall ceilings on [)revailing fee level increases recognized
ill a carrier area under which adjustments 1)elnmit.tecl by the present.
customary and prevailing charge. criteria could be niade to take account
of the shifting patterns and levels of actual charges in each locality.
'rhus, whether the new I unit. on prevailing charges will actually affect
the determination of reasonable charges depends on the degree to
which physicians' fees rise in tile future. If the rise in fees iii the ag-
gregate was no more than the rise in prices and earnings, the rise in
fees would be allowed in full.

Your committee believes it desirable to provide the Secretary with
appropriate ieadt.ijne for implementation of the proposed ceilings on
recognition of prevailing charge increases and to 1)rO%1de a conserva-
tive base for its application. For this reason, the committee bill in-
cludes an interim proision for fiscal year 1971 requiring, in effect, an
extension of present, policies to contain program costs that would be
somewhat more restrictivethan those presently anticipated. Tinder this
interim provision the medical charge levels currently recognized aS
prevailing in a locality could be increased during fiscal year 1971 only
to the extent found necessary, on the basis of statistical data and
methodology acceptable t.o tile Secretary, to bring the charge levels
recognized as prevailing in a locality to tile 75th percentile of the cus-
tomary charges (weighted by frequency rendered) made for similar
services in tile same locality during calendar year 1969. However, if
currently allowed charges exceed this 75th percentile, no decrease in
charges would be required by the new legislation. And, us noted earlier,
the prevailing charges calculated as representing tile 75th 1)ercemltile in
calendar year 1969 will establish the base from which tile rate increase
in prevailing charge levels will be measured. Tile economic index that
would go into effect starting with fiscal year 1972 would be applied to
this base to establish limits in future years.

While tying the allow-ability of future increases in prevailing charges
to general economic indicatOrs is an appropriate method for reasonable
churge determinations with respect to the services of physicians, your
committee believes it would be inappropriate for reasonable charge
determinations with respect to medical supplies, equipment, and serv-
ices that do not generally vary in quality from one supplier to another.
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This is so because no program purpose would he served by allowing
charges in excess of the lowest, levels at which supplies, equipment, or
services can be readily obtained in a locality. For this reason, the com-
mittee bill permits deviation from generally applicable reasonable
charge criteria where it. is determined that medical supplies, eqIli)-
ment, and services do not generally vary in quality from one supplier
to another.

The effect of the new limits established under this provision would
be extended to the medicaid and child health programs by providiiig
that payments under these programs in fiscal year 1971 and thereafter
may not be made with respect to any amount l)aid for items and services
that exceeds these new limits. This would he consistent w-ith the situa-
tion in the present medicaid program.

The medicaid provisions of the Social Security Amendments of 1965
contained nothing which attempted to limit the charges by physicians
that States could pay under their medicaid programs. States could and
usually did set some type of limits of their own, typically much less
than usual or customary charges. The Social Security Amendments of
1967 added a. new medicaid provision which required that a St'ate plan
must provide assurances that "payments (including payment for any
drugs under the plan) are not in excess of reasonable charges consistent
with efficiency, economy, and quality of care." 'On June 30, 1969, HEW
issued an interim regulation which limited fees paid to physicians, den-
tists, and other individual providers of medical services under medic-
aid. The HEW regulation stipulated that payments to Providers would
be limited to those received in January 1969, unless payments were
below the 75th percentile of customary charges. States whose payment.
structures provided fees above the 75th percentile of customary charges
were required to adjust their payments so that they did not exceed rea-
sonable charges as determined under medicare. The regulation also stip-
ulates that after July 1, 1970, States may request l)erIrnssiom to increase
fees paid to individual practitioners only if two conditions are met:

(1) The average percentage increase requested above the 75th per-
centile of customary charges on January 1, 1969, may not exceed the
percentage increase in the all-services component of the Consumer
Price Index (adjusted to exclude the medical component) or an
alternative designed by the Secretary; and

(2) Evidence is clear that providers and the States have coopera-
tively established effective utilization review and quality control
systems.

The proposed amendment is substantially along the lines of the
present regulation.

(e) Establihme'm t of incentives for States to emphasize out patie'n t
care under medicaid pro grams.—Your committee has been concerned
that ways be developed to improve the utilization of services under the
medicaid program and to encourage more effective and lower cost pat-
terns of service. The present law has a uniform Federal matching l)e1-
centage applied to all forms of health services covered under the State
medicaid plan. In order to encourage States to make more efficient use
of health services, your committee's bill would create incentives to
encourage outpatient services and disincentives for long stays in insti-
tutional settings. Specifically, the bill would provide for: (1) an
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increase in the Federal mathhing percentage by 25 percent for out-
patient hospital services, clinic services and home health services; (2) a
decrease in the Federal percentage by one-third after the 'first 60 days
of care (in a fiscal year) in a general or TB hospital; (3) a reduction in
the Federal percentage by one-third after the first 90 days of care
in skilled nursing home; (4) a decrease in Federal matching by one-
third after 90 days of care in a mental hospital and provision for no
Federal matching after an 'additional '275 days of such care during an
iiidividual's lifetime; and (5) authority for the Secretary to compute
a reasonable cost differential for reimbursement purposes between
skilled nursing homes and intermediate care facilities.

These changes would be effective with respect to services furnished
after January 1, 1971.

The proposal to increase the Federal matching for outpatient, cimic,
and home health services is directed at encouraging the States to pro-
vide early diagnosis and treatment of illness, preventive services,
and alternatives to institutional care intended to reduce the need for
and use of inpatient services.

The proposed limitations on length of stay in mental institutions re-
flect the 'assumption that medical treatment of mental disease inpa-
tients generally does iiot. exceed three months, and for patients over
65 rarely continues beyond a year.

The limitations on care in general and TB hospitals are designed
to encourage transfer of 1)atielits to less expensive facilities. They. re-
flect the assumption that treatment. in acute institutions is generally of
short duration, rarely exceeding 60 days.

The reduction in matching for skilled nursing homes is directed to-
ward early transfer of patiemits to alternative facilities (such as inter-
mediate care facilities), and the provision grmting authority to the
Secretary to compute for reimbursement purposes 'a reasonable cost
differential between cost of skilled nursing home services and cost of
intermediate care facilities is designed to assure that Supl)Ortillg care
in these alternate institutions results in decreased 'costs. These 1ro-
visions reflect. the concern that many patients remain in skilled nursing
homes longer thait necessary and that asa result piogrilm costs are
umniiecessaril y incleaSi 11g.

The bill would 'also make clear in the preseit statute that an inter-
mmiediate care facility shall not include cii institution for mental diseases
or mental defects.

(f) 1'ajme'nt for physician's services in. the teaching setting.-—
Wlieii medicare was enacted, time general expectation was that. physi—
rians services to j)atietItS (but not iiiteiii or resident services) would
generally be paid for on a fee-for-service i)aSiS. 1—lowever, the iSSue of
how me(licare should ieiniliurse for time services of a physician when
lie supervised interns and residents in the care of patients was not
specifically detailed. Nevertheless, it. was clear that charges paid for a
physician's services under medicare sholll(l he reasonable in terms of
1)0th the l)atidnt came. services that. a piiticuiiai physician 1)IOvided as
well 'as time charges mache for similar services to other patients—that is,
if a imliysician merely took legal 1espolisll)ihity for care, 110 fee for
Service u-as inteIule(l to be paid. 01, if time pliysiciuii peiformneci the
services diffei.ently than is usually (1011(3 whieiu a patiemit. engages his



40

own private physician, the differences were to be reflected in the charge
paid by medicare.

Under present law, hospitals are reimbursed under the hospital in-
surance part (part A) of the medicare program for the costs they
incur in compensating physicians for teaching and supervisory ac-
tivities and in paying the salaries of residents and interns. In addition,
reasonable charges are paid under the medical insurance program
(part B) for teaching physicians' services to patients.

There is a wide variety of teaching arrangements. At one extreme
there is the large teaching hospital with an almost. exclusively charity
clientele in which the treatment. of medicare beneficiaries may, in fact,
though not in law, be turned over to the house staff; in such hospitals
many teaching physicians have had the roles exclusively of teachers
and supervisors and have not acted as any one patient's physician.
Since in these cases the services of the teaching physicians are pri-
marily for the benefit of the hospital teaching program and hospital
administration rather than beiiig focused on the relationship between
doctor and patient, the services of these physicians should be reim-
bursed as a hospital cost rather than on a fee-for-service basis under the
supplementary medical insurance program.

At the other extreme, there is the community hospital with a resi-
dency program which relies in large part for teaching purposes on
the private patients of teaching physicians whose primary activities
are in private practice. The private 1)atients contract for the services
of the physician whom they expect to pay and on whom they rely to
provide all needed services. The resident or intern normally acts as
a subordinate to the attending physician, and the attending physician
personally renders the major identifiable portion of the care and di-
rects in detail the totality of the care. Moreover, there are teaching
hospitals in which a teaching physician may be responsible both for
private patients whom lie has admitted and for patients who have
presented themselves to the hospital for treatment at no cost and who
have beeii assigned by the hospital to his care.

It has proved to be difficult to achieve effective and uniform applica-
tion of present policies to the large number of widely varying teaching
settings. In some cases, charges have been billed and paid for services
rendered in teaching hospitals which clearly did not involve any degree
of teaching physician participation. In some cases charges were billed
for the services that residents and interns rendered in every case where
a supervising PhYsician had overall responsibility for their actions,
even though lie may not actually have become involved in the Patient's
care. In other cases, charges for covered services were billed in amounts
that were out of all proportion to the covered service or the charges
billed to other Patients. Early in 1989, onsite audits at a large mid-
western county hospital staffed with many interns and residents dis-
closed a substantial overpayment. (Tile overpayment was later deter-
mined to be over $1 million—repayment is now being made.) It was
also clear that the same problem existed in a number of other large
hospitals and, in April 199, instructions were issued by HEW to am-
plify and clarify the original regulations by spelling out. in consider-
able detail the conditions under which medicare can recognize a. charge
for services to patients whose care involved residents and interns.
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When onsite review and other information had indicated a widespread
misunderstanding over the billing requirements, HEW asked carriers
in June 196 to suspend payment for services rendered to teaching pa-
tients in all major teaching institutions where the carrier was not as-
sured that the payments it was making were proper. The suspensions
were temporary and intended to last oniy so long as carriers had time
to investigate and review any major billing discrepancies. In all, about
240 hospitals have been suspended, of which about 200 have been
reinstated.

In the meantime, the Social Security Administration has under-
taken a program of reviewing cases in the larger teaching hospitals
which have primarily a service clientele to determine the extent to
which the payments made to the physicians (or to billing organizations
on their behalf) were not in accord with the law and regulations. Large
overpayments have been discovered. In each situation the Social Se-
curit.y Administration is discussing the matter with the appropriate
individuals who will be responsible for liquidating what it believes to
be a fairly large indebtedness with the objective of, first determining
the overpayment and second, making arrangements for repayment.
Difficulties have been encountered in recouping the large overpayments
involved in these cases—typically running into hundreds of thousands
of dollars.

Your committee does not question the appropriateness of fee-f or-
service payment for physicians' services in the typical community
hospital and other teaching settings where patients are expected to pay
fees for these services. For example, payment for the services a com-
munity physician provides to his private patient is clearly in accord
with the usual practices of other health insurance programs and pa-
tients who pay their bills out of pocket.

On the other hand, in the case of all the ward or other accommoda-
tions in many large hospitals and the service wards of other teaching
institutions where patients are not expected to pay any fees for physi-
cians' services or only reduced fees are normally paid, the payment of
full charges represents an expense to the program that is not necessary
to give medicare patients access to the care they receive. Also, the pay-
ments tend to support the maintenance of two classes of patients in
some cases.

Therefore, the committee's bill would change the basis of reimburse-
ment for teaching physicians' services from a fee-for-service basis to a
cost-reimbursement basis where the services are furnished in a setting
in which any one of the following cirumstances exist: (1) the non-
medicare patients are not required to pay the reasonable charges for
physicians' services even when they have private insurance or are
otherwise able to pay for such services; or (2) medicare patients are
not required to pay any charges for physicians' services; or (3) medi-
care patients are required to pay reasonable charges for physicians'
services but payment of deductible and coinsurance amounts applica-
ble to such services is not generally obtained from them or on their be-
half. In determining whether these requirements are met, the arrange-
ments under which the services are provided will be taken into account.
For example, if patients in wards are charged or pay less than do pa-
t.ients in semi-private accommodations the determination of whether

44—345 O—70—---4
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medicare will pay cost or charges might be made separately by accom-
modation. If the charge is different when made by a physician during
hours when he is donating his time than when he is treating his own
private patients, that might be a basis for establishing whether cost or
charges will be paid. If charges are paid by medicare, the amount
paid will have to be set so that it is reasonable for the patient-care
service rendered by physicians normally billing on a fee-for-service
basis. In some cases hospitals that normally do not bill for physician
services have special centers, such as a center for severly burned peo-
ple, where patients able to pay are regularly admitted and pay charges.
Medicare would follow the pattern of the private patient in such
centers.

The Secretary would establish regulations under which the patient's
ability to pay would be determined. The 'hospital's rules, which might
be self-serving, would not be used. Your committee expects that the
Secretary would test ability to pay by using the maximum income
levels for a family for which Federal matching is available under the
medicaid program. Under section 1903(f) of the medicaid hvsv the
maximum family income limits for Federal matching purposes are
set at 11/3 times the highest amount ordinarily paid to a family without
other income under the aid to families with dependent children
program.

To assure equitable payment, and no loss to the hospital on services
to medicare patients, where the proposed cost-reimbursement approach
is applicable, your committee's bill would exempt the payments from
the deductible and coinsurance provisions. Institutions ordinarily can-
not collect these copay amounts from the patients in question. The
elimination of the patient's liability would also substantially simplify
billing.

Your committee's bill would also amend the law so that a hospital
could 'include costs that medical schools, Public health departments,
and ot.her medical service organizations incur in 1)a.Villg physicians to
provide patient. care services to medicare 1)atieiIts in the hospital. Youi
committee's bill would also perirnt. including in a hospital's costs for
purposes of 1)aI't, the reasonable cost to a. medical school of 1)IOvidiflg
services to the hospital which, if provided by the hospital, would have
been covered nuclei Part. A. The hospital would be required to pay
to the medical school the reasonable cost of the services of such
plìysicians.

It is anticipated that. when the reimbursement for the services of
teaching 1)hlysicimlns is oii the basis of 100 percent of reasonable costs
('with no cost-sharing payments required from the beneficiaries) , the
fiscal intermediary of the particular hospital would make the required
benefit-cost. determinations and would initially l)rovi'de the resulting
reimbursement to the hospital. Such reimbursement, although a liabil-
ity of the supplementary medical inusrance trust fund, would be ini-
tially paid from the hospital insurance trust. fund (along with the other
reimbursement. payments made on an interim basis by the intermediary
to the 'hospital). From time to time throughout the year, approximate
adjustments (determined by actuarial techniques) would be made on
an aggregate basis between the two trust funds, such adjustments re-
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flecting the amounts which the hospital insurance trust fund paid and,
accordingly, should be currently reimbursed by the supplementary
medical insurance trust fund (so that there is no loss of interest by the
former trust fund, at the expense of the latter trust fund). Final settle-
ments of the respective liabilities of the two trust funds (taking into
account the current adjustment.s previously mentioned and their tim-
ing) would be made on the basis of the annual audited cost findings
required in connection with hospital reimbursement.

The provisions would be effective with respect to bills submitted
after the date of enactment (accounting periods after the date of
enactment in the case of reasonable cost determinations).

(g) Authority of Secretary to terminate payments to sup pliers of
services.—Present law does not provide authority for the Secretary
to withhold future payments for services furnished by an institutional
provider of services, a physician, or any other supplier who either
abuses the program or endangers the health of beneficiaries, although
payment for past or current claims may be withheld on an individual
basis where the services are not. reasonable or necessary for treatment
of illness or injury or where the supplier fails to provide the necessary
payment information.

Your committee believes it important to protect the medicare, medic-
aid, and maternal and child health programs and their beneficiaries
from those suppliers of services who have made a practice of furnish-
ing inferior or harmful supplies or services, engaging in fraudulent
activities, or consistently overcharging for their services. Such pro-
tection is not now provided under the law. For example, if a physician
is found guilty of fraud in connection with the furnishing of services
to a medicare beneficiary, there is no authority under present law to
bar payment on his subsequent claims so long as the physician remains
legally authorized to practice. States can, and some do, bar from medic-
aid providers who abuse the program, but they are not now required to
do so.

Under your committee's bill, the Secretary would be given authority
to terminate or suspend payments under the medicare program for
services rendered by any supplier of health and medical services found
to be guilty of program abuses. The Secretary would make the names
of such persons or organizations public so that beneficiaries would be
informed about which suppliers cannot participate in the program.
The situations for •which termination of payment could be made
include overcharging, furnishing excessive, inferior, or harmful serv-
ices, or making a false statement to obtain payment. Also, there would
be no Federal financial participation in any expenditure under the
medicaid and maternal and child health programs by the State with
respect to services furnished by a supplier to whom the Secretary
would not make medicare payments under this provision of the bill.

Program review teams would be established in each State by the Sec-
retary, following consultation with groups representing consumers of
health services, State and local professional societies, and the appro-
priate intermediaries and carriers utilized in the administration of
title XVIII benefits. Both the professional and the nonprofessional
members of the program review teams would be responsible for
reviewing and reporting on statistical data on program utilization
(which the Secretary would periodically provide). In addition, the
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entire )gm review team would review cases involving over-
charging; however, only the professional members of the program
review teams would review cases involving the furnishing of excessive,
inferior, or harmful services in order to assure that only professionals
will review other professionals under this provision.

It is not expected that any large number of suppliers of health serv-
ices will be suspended from the medicare program because of abuse.
However, the existence of the authority and its use in even a. relatively
few cases is expected to provide a substantial deterrent.

The prosions relating to title XVIII would be effective 'with respect
to determinations made by the Secretary after enactment of the bill.
'['lie piovisions relating to titles V and XIX would be effective with
respect to items or services furnished after June 30, 1.970.

Any person or organization dissatisfied with the Secretary's decision
to terminate payments would be entitled to a hearing by the Secretary
and to judicial review of the Secretary's final decision.

It is not intended that this provision would in any 'way change the
Secretary's present right, to 'withhold payment where necessary pay-
ment information is not. 1)rovided. Nor 'w-ould the supplier of services
be entitled to a hearing or judicial review with respect to payments
withheld under such existing authority.

These provisions would be effective upon enactment of t.he bill.
(it) Eiimiuation of req airemeri t that States move to ward corn pre-

iieitszvc ntcdica?d programs.—Sect.ion 1903(e) of the medicaid statute
requires that each State make "a satisfactory showing that it is making
efforts in the direction of broadening the scope of the care and services
made available under the plan and in the direction of liberalizing the
eligibility requirements for medical assistance." Under an amendment
adopted by the Congress in 1969 (Public Law 91—36, enacted August 9,
1969), the operation of this provision was suspended for two years,
until July 1, 1971, 'and the date by which the States were to have corn-
prelieisive medicaid programs (applying to everyone who meets their
eligibility standards with respect to income and resources) 'was changed
from 1975 to 1977.

Your committee has been concerned with the burden of the medicaid
program on State finances. For example, one State recently cut back
on money going to medical schools in order to finance unexpected in-
creases in the cost of medicaid. There is evidence that. States have
moved more rapidly in the direction of expanding their medicaid pro-
grams, and consequently increasing their costs, because of the influence
of section 1903(e).

Your committee has taken action to remove section 1903(e) from
the act. 'When the operations of the State medicaid programs have been
substantially improved and there is assurance that program exten-
sions will not merely result in more medical costs inflation, the ques-
tion of required expansion of the program could then be reconsidered.

(i) Determination of reasonable cost of inpatient hospital services
under medicaid and maternal and child health prograrns._ITnder
present law, as defined in regulations issued by the Secretary, States
'are required to reimburse hospitals for inpatient care under medicaid
on the basis of the reasonable cost formula set forth in medicare.
Several States have objected to this requirement, asserting that use
of the medicare formula for medicaid reimbursement can result in
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their paying more than the actual cost of providing inpatient care to
those eligible for medicaid. There is nothing in the legislative history
which requires that, reasonable costs should be defined precisely the
same way for both programs 'and there are reasons 'why they should
not., such as the differing characteristics of the two populations served.

Your committe&s bill retains the intent of the original provision—
to 'avoid having hospitals or their private patients subsidize inpatient
care for the poor—by providing for payment of actual and direct. costs
of inpatient care for medicaid eligibles. The bill would allow the
States to develop their own methods and standards for reimbursement
thereby giving them flexibility in working out satisfactory payment
arrangements with their hospitals. The Secretary could 'disapprove a
State's plan if it is shown to his satisfaction that the method devel-
oped by the State would not pay the actual and direct cost of providing
care to medicaid eligibles. Reimbursement by the States would in no
case exceed reasonable cost reimbursement as provided for under
medicare.

The bill would apply the same determination of reasonable costs to
maternal and child health prog1am. The l)ro'fls would be effective
July 1, 1971, or earlier if the State plan so provides.

(j) Amount of payments where customary charges for services
furnished are less than reasonable cost.—Tjnder present law, reimburse-
mnent under the medicare program is based on the reasonable costs in-
curred by providers of services (but only for inpatient hospital services
under medicaid and the maternal and child health programs) in pro-
iri.din.g services to individuals covered by these programs. This results,
in some cases, in t'hese programs paying higher amounts for services
received by covered individuals than such individuals would be charged
if they were not covered by these programs, because, in some cases, a
provider's customary charges to the genera.l public are set at a level
which does not reflect the provider's full costs.

Your committee believes 'that it is inequitable for the medicare,
medicaid, and the child health programs to pay more for services than
the provider charges to the general public. To the extent that a pro-
vider's costs are not reflected in charges to the public generally, such
costs are expected to be met from income other than revenues from
patient care—for example, from endowment or investment income. The
bill would provide, therefore, that reimbursement for services under the
medicare, medicaid, and child health programs could not exceed the
lesser of the reasonable cost of such services as determined under sec-
tion 1861(v) of the Social Security Act, or the customary charges to
the general public for such service.

However, your committee believes that it would be undesirable to
apply this provision in the case of services furnished by public pro-
viders of services free of charge or at a nominal fee. The bill would
l)rovide, therefore, that where services are furnished by 'a public pro-
vider of services free of charge or at 'a nominal charge, the Secretary
shall specify by regulation reimbursement based on those elements of
costs generally allowed in the determination of reasonable cost that he
finds will result in fair compensation for such services. In such cases
fair compensation for a service could not exceed, but could be less than,
the amount that would be paid under present law.
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Your committee recognizes that a provider's charges may be lower
than its costs in a given period as a result of miscalculation or special
circumstances of limited duration, 'and it is not. intended that provid-
ers should be penalized by such short-range discrepancies between costs
and charges. Nor does the committee 'want to introduce any incentive
for providers to set charges for the general public at a ]evel substan-
tinIly higher than estimated costs merely to avoid being penalized by
this pro\'ision. Thus, your committee recognizes the desirability of per-
mitting a l)rovider that was reimbursed under the medicare, medicaid
and child health programs on the basis of charges in a fiscal period to
carry unreimbursed allowable costs for t.h'at period forward for perhaps
two succeeding fiscal periods. Should charges exceed costs in such suc-
ceding 'fiscal periods, the unreimbused allowable costs carried forward
could be reimbursed to the provider along with current allowable costs
up to the limit of current charges.

Your committee intends that for purposes of administering this
provision, "customary charges" shall mean (1) the charges listed in an
established charge schedule (if the institution has only a single set of
charges apl)lied to all patients), or (2) the most. frequent. or typical
charges imposed (if the institution uses more than one charge for a
single service). However, in order to be considered to l)e the "customary
charge," a charge would have to be one that was actually collected
from a substantial number of individuals. A charge set up in name, only,
Pei'l1Ps primarily to avoid the effect of this provision, is not. intended
to determine medicare reimbursement..

'The provisions relating to medicare would be effective with respect
to admissions to hospitals and extended c.are facilities after June 30,
1970, and with respect to services furnished by home health agencies for
plans initiated after June 30, 1970. Provisions relating to medicaid and
maternal and child health would be effective for calendar quarters
beginning after June 30, 1970.

(le) In.titationaZ planning under medicare pro gram.—Under ps-
ent medicare law, there is no requirement for providers of services to
develop fiscal plans such as operat.ing and capital budgets. However,
your committee is aware of the fact. that, health care facilities have
come under increasing criticism on the grounds 'that. they fail to follow
sound business practices in their operations. The Advisory Committee
on Hospital Effectiveness established by the. Secretary of HEW' in its
report stated, " * the fact must be faced that deficiencies in hos-
prtal management owe something, 'at. least. to inattention, indifference,
or lack of information on the pait. of some hospital boards, and some
trustees with 'the best intentions arid energy have riot. been adequately
informed by administrations on what the functions of a hospital
trustee, or a hospital should be." In recommending the requirement
contained in the bill, the Secretary's committee stated, "The require-
ment that detailed budgets and operating plans be prepared annually
as a condition of approval for participation in Federal programs can
be expected to disclose management inefficiencies in such health care
institutions as a necessary first step toward bringing about needed
improvements. Especially, the committee believes this requirement
will compel the attention of many hospital trustees to lapses in man-
agement that would not be permitted in their own businesses."
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Under your committee's bill, providers of services (including hos-
pitals accredited by the Joint Commission on Accreditation of I-los-
pitals) would be required, as a condition of participation under the
medicare program, to have a written overall plan and budget reflecting
an operating budget and a capital expenditures plan. The overall plan
would be expected to contain information outlining the services to be
provided in the future, the estimated costs of providing such services
(including proposed capital expenditures in excess of $100,000 for
acquisition of land, buildings, and equipment and replacement, mod-
ernization, and expansion of the buildings and equipment), and the
proposed methods of financing such costs. It would have to be prepared
under the direction of the governing body of the institution, by a
committee consisting of representatives of that body, the administra-
tive staff and the medical staff. The plan would cover the immediately
following year and the immediately following 3-year accounting period
and would be reviewed and updated annually toassure that it is con-
sistent with the budgetary program of the provider.

The plan would not be reviewed for substance by the Government or
any of its agents. The purpose of the provision is to assure that such
institutions carry on budgeting and planning on their own. It is not
intended that the Government will play any role in that. process.

The new condition of participation would have to be met with respect
to any provider of services for fiscal years of the provider beginning
after the fifth month after the month of enactment.

(1) Payments to States undei medicaid 7n'o grams for installation
and operation. of claims processing and inform.atioi retrieval sys-
tems._ITnder present law, States are required to use methods of ad-
inmistration deemed necessary by the Secretary for efficient operation
of the program. Federal matching is now set. at 50 percent for admin-
istrative costs and 75 percent for compensation of professional medical
personnel. Despite this requirement., many States do not have effective
claims administration or well-designed information storage and re-
trieval systems; nor do they possess the financial and technical re-
sources to develop them if required to do so by the Secretary.

Your committee proposes to aid the States in meeting their responsi-
bilities by authorizing 90 percent Federal matching for the cost neces-
sary to design, develop, and install mechanized claims processing and
information retrieval systems deemed necessary by the Secretary. The
Federal Government acknowledges the obligation to provide technical
assistance, including the development of model systems, to each State
operating a medicaid program. It is expected that this financial and
technical support will aid the States in realizing efficient and effective
administration of the program, and that it will reduce program costs.

Your committee also recognizes the importance of this activity by
providing Federal matching funds at the 75 percent rate for the opera-
tion of the system approved by the Secretary.

States would not. be eligible to receive this increased Federal sup-
Port until they have developed the capacity to provide 'basic informa-
tion to recipients on services paid for by the program, including
the names of the providers, the dates on which services were furnished,
and the amount of payment made. Experience with 'the medicare pro-
gram indicates that beneficiary complaints about discrepancies between
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the "explanation of benefits" form they receive, and the care actually
provided, has been the largest single source of information on possible
abuse and fraud. It, is appropriate to combine the requirement that
States provide such explanations with the increased Federal matching
which would suppOrt. such an activity. Savings resulting from in-
creased administrative efficiency would more thaii offset the costs of
this provision.

This provision of the bill would be etlective July 1, 1970.
(ni.) Advance ai)i))orai of extended care and home health (oeerage

under medicare progi'am..—Post.hospital extended care benefits and
postliospital home health benefits are limited to medicare beneficiaries
who, while no longer in need of inpatient hospital care, still require
skilled nursing care or, in the case of home health benefits, physical or
speech therapy. however, extended care facilities and home health
agencies often care for patients who need less skilled and less medically
oriented services in addition to j)atients requiring the level of care
which is covered by the program. ITnder current law, a determination
of whether a patient requires the level of care that is necessary to
qualify for extended care facility or home health benefits cannot gen-
erally be made until some time after the services have beeti furnished.
Your committee is aware that in many cases such benefits arc being
denied retroactively, with the harsh result. that. the patient is faced with
a large bill he expected would be paid or the facility or agency has a
patient. who may not. be able to pay his bill. The uncertainty about
eligibility for these benefits that exists until after the care has been
given tends to encourage physicians to either delay discharge from the
hospital, where coverage may less likely be questioned, or to recom-
mend a less desirable, though financially predictable, course pf
treatment.

Your committee believes that to the extent that valid criteria can
be established posthospital extended care and home health benefits
should be more positively identified by type and duration of care
which would be assured of reimbursement when furnished to a bene-
ficiary but that no hange should now be made to broaden the coverage
of the extended care or home health benefits with resulting
increased costs. To achieve its purpose, your committee's bill provides
for determining in advance a minimum period of coverage in an ex-
tended care facility or under a home health plan for pat ients who, con-
sidering their medical conditions, age, or other pertinent, factors, can l)e
presumed to need the type of care necessary to qualify for benefits.
Under the committee bill, the Secretary would be authorized to estab-
hsh, by diagnosis and length of st'ay or number of visits, periods for
which a patient would be presumed to be eligible for benefits; the
periods would be related to such factors as the period generally needed
for treatment of the patient's conditions, his medical history and other
health factors affecting time nature and duration of the services to be
provided. Appropriate procedural requirements for demonstrating
compliance with the criteria would also 'be established.

For example, elderly patieits suffering from a fractured hip ordi-
narily require a period of intensive skilled nursing and rehabilitative
care following the initial reduction and stabilization of the injured
limb. The Secretary, drawing on program experience and other data
concerning the length of such intensive care ordinarily required for
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the condition, would establish a minimum period of stay in an ex-
tended care facility during which the patient would be presumed to
require the skilled nursing care on a continuing basis which is re-
imbursable under the program. The physician would be expected to
certify the type of condition and related need for extended care and
submit to the facility a plan for furnishing the care prior to the
patient's admission. The period of coverage established by the Secre-
tary could take into account such factors as the length of prior hospital
stay and any surgical involvement required in effecting reduction
of the fracture. If the patient suffered it setback or failed t.o convalesce
as rapidly as expected, additional extended care payments could be
approved by the intermediary beyond the initial period upon submis-
sion of appropriate medical evidence. On the other hand, if the facil-
ity's utilization review committee discovered in the course of regular
case review that the patient was receiving only custodial services or
had recuperated sufficiently to no longer require intensive skilled care,
payment during the approved period could be terminated on a pros-
pective basis under the same procedures used when such committees
determine in review of a ease of extended duration, that further in-
patient stay is not medically necessary.

To prevent abuse of the advance approval procedure, intermediaries
and facilities would be expected to monitor, through periodic review
of a sample of paid stays, utilization review committee studies, and
similar measures, the reliability of individual physicians in describing
the patient's condition or certifying patients' need for posthospit'al ex-
tended-care and home health services. The 'Secretary could suspend
the applicability of the advance approval procedure for patients cer-
tified by physicians who are found to be unreliable. Since there will be
some instances in which the patient recovers sufficiently to no longer
require an extended care level of services prior to expiration of the
approved stay, extended care facility utilization review committees
will be expected to continue to review approved cases at appropriate
intervals and, where necessary, give notice that further payment is no
longer justified.

This provision would be effective January 1, 1971.
(n) Prohibition against rea8signment of claims to benefits.—Under

present law, payment for services furnished by a physician or other
person under the supplementary medical insurance program is made:
(1) to the beneficiary on the basis of an itemized bill, or (2) to the
physician or other person who provided the services on the basis of an
assignment under the terms of which the reasonable charge is the full
charge for the service. Present law also provides that payment for such
services tinder the medicaid program is made to the physician or other
person providing the services. The law is silent. with respect to reas-
signment by physicians or others who provide services of their right to
receive payment under these programs. The Department of HEW
makes such reassigned payments under medicare without specific
legislative authority.

Experience with this practice under these programs shows that some
physicians and other persons providing services reassign their rights
to other organizations or groups under conditions whereby the orga-
nization or group submits claims and receives payment in its own name.
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Such reassignments have been a source of incorrect, and inflated claims
for services and have created administrative problems with respect to
determinations of reasonable charges and recovery of overpayments.
Fraudulent operations of collection agencies have been identified in
medicaid. Substantial overpayments to many such organizations have
been identified in the medicare program, one involving over a million
dollars.

Your committee's bill seeks to overcome these difficulties by pro-
hibiting payment under these programs to anyone other than the p'-
tient, his 1)liysician, or other person who provided the service, unless
the physician or other person is required as a condition of his employ-
ment to turn his fees over to his employer, or unless the physician or
other person has an arrangement. with the facility in which the services
were provided under which the facility bills for the services. It is not
the intent of your committee that this provision apply to )aymentS to
providers of services that are based on the reasonable cost of the
services.

Your committee's bill would not preclude a physician or other person
who provided the services and accepted an assignment from having the
payment mailed to anyone or any organization he wishes, but. the pay-
ment would be to him in his name.

This provision as it. applies t.o medicare would he effective with re-
spect to bills sithmitted after the enactment. date. For medicaid the
provision would be effective July 1. 1971, or earlier if the State plan so
provides.

(o) Utilization re i'iew requi rem eats for hosp7tal.s aiid thilled nur-
ing homes under medicaid and maternal and child health. programs.—
Under present medicare law, each hospital and extended rare facility
is required to have a utilization review committee to review all long-
stay cases as well as review, on a sample or other basis, admissions.
durations of stay and professional services. The reasons for requiring
hospitals and extended care facilities to have utilization review com-
mittees for medicare cases apply with equal force to review of medicaid
cases, but there is now no such requirement in the medicaid law.

Your committee's proposai would require hoSl)italS and skilled nurs-
ing homes participating iii the medicaid or maternal and child health
program to have cases reviewed by the same utilization review coin-
mittee already reviewing medicare cases or, if one does not exist, by a
committee which meets the standards etablished under medicare.
States could, if they wish, impose more stringent. requliremei1ts; e.g.,
they might request that. the committee review medicaid patient stays
earlier than medicare. cases since the medicaid l)opulation is generally
younger than that covered under medicare.

This provision would be effective July 1, 1971.
(p) Elimiiation of re(/uirem.et that cost-sharing chaiqes imposed

on viidzvduais other than. cash recipients under medicaid be related
to their mcome.—Under present. law, a State cannot iiTi[)oSe deduct-
ibles or other cost-sharing devices on cash assistance recl1)ients. in
addition, while deductibles or copayments can be imposed with respect
to the medically indigent, they must be "reasonably related to the
recipient's income 'and resources."

Your committee's bill would remove the restriction relating to the
medically indigent in order to allow States to explore the cost advan-
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tages that may result from the direct savings and possible decrease in
utilization that cost-sharing devices of a specified amount for aH the
medically indigent might create. Even a small charge gives the recipi-
ent a sense of participation and can reduce tendency to excessive use of
services. Experience with many programs covering prescription drugs
has shown that a modest copayment can control excessive utilization.
Your committee believes that States should have the option of intro-
ducing copayment provisions for the purpose of reducing the over-
utilization of services.

It would be expected that States would impose flat deductibles or
copayments primarily with respect to these items of health care or serv-
ices which are provided in large iart at the initiative of the patient.
States would be permitted to have such a copayment for such services
for all of its medically indigent.

The ban on use of deductibles or copayments for cash assistance
recipients would be retained.

This provision would be effective January 1, 1971, or earlier if the
State plan so provides.

(q) Notification of unnecessary admission to a hospital or extended
care facility under medicare pro gram.—lJnder present law, the utiliza-
tion review committee required to function in each hospital and ex-
tended care facility must review all long-stay cases and at least a
sample of admissions. When in the review of a long-stay case the utili-
zation review committee determines that further stay in the institution
is not medically necessary, the committee is required to notify promptly
the physician, the patient, and the institution of its finding. No medi-
care payment is made for any services furnished after the third day
following such notification.

Your committee's bill would require a similar notification, and a
similar payment cut-off after 3 days, to be made where the utilization
review committee in its sample or other review of admissions finds a
case where hospitalization or extended care is no longer necessary (or
never was necessary). Thus, your committee's bill would remove the
anomaly of continuing payment in a case where the utilization review
committee determined in the course of sample or other review that
admission to the institution or further stay was not necessary and
would make parallel the treatment accorded long-stay cases and cases
reviewed on a sample basis.

This provision would be effective with respect to services furnished
after the second month following enactment of the bill.

(r) Use of State health agency to perform certain functions under
medicaid and maternal and child health pro 9rams.—Under present
law, one State agency may have the responsibility for certifying health
facilities for participation in the medicare program and another agen-
cy for certifying health hcilities for participation in medicaid and
maternal and child health programs. Your committee believes that this
duplication of effort in the establishment and maintenance of health
standards is unnecessary and inefficient. Your committee's bill would
require the State to provide that the State health agency shall perform
these functions for medicare, medicaid, and the maternal and child
health programs.

Your committee also believes that the effectiveness and economy of
the medicaid program would be enhanced through development of
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capability iii each State to perform utilization reviews, to establish
standards relating to the quality of health care furnished to medicaid
recipients, and to review the quality of the services provided. Activi-
ties such as these would provide information on the under- or over-
utilization of resources and the quality and appropriateness of care.

To encourage the development, of the cal)abilities U1)Ofl which these
improvements would be based, the committee bill provides that Federal
participation in medicaid payments be contingent upon the establish-
ment of a plan, acceptable to the Secretary, for utilization review, the
establishment of standards relating to the quality of care furnished to
medicaid recipients, and review of the quality of services provided.
Federal matching at the 75-percent rate is now available for the costs
of the health professionals and their supporting staff found necessary
in carrying out such functions.

This provision would be effective July 1, 1971.
() Paymeit.s to health maintenance oIgan?zat?o)i..—1nder 1)reSent

law, organizations providing comprehensive health services on a per
capita prepayment basis cannot. be reimbursed by medicare through a
single capitation payment encompassing services covered under both
the hospital insurance and supplementary medical insurance parts of
the medicare program. Instead, medicare reimbursement to group 1)raC-
tice prepayment plans, whether it is made on a cost or charge basis,
must be related to the costs to the organization of providing specific
services to beneficiaries, so that the financial incentives that. such orga-
nizations have in their regular business to keep costs low and to control
utilization of services do not carry over to their relationship with
medicare.

Your committee believes that a serious problem in the present ap-
proach to payment for services in the health field, either by private
patients, privltte insurance, or the Government, is that, in effect, pay-
ment is made to the provider for each individual service performed,
so that other things being equal, there is an economic incentive on the
1)a1t of those who make the decisions on what services are needed to
provide more services, services that may not be essential, and even
unnecessary services. A second major problem is that, ordinarily, the
individual must largely find his own way among various types and
levels of services with only partial help from a single hospital, a nurs-
ing home, a home health agency, various specialists, and so on. No one
takes responsibility, in a large ProPortion of the cases, for determining
the appropriate level of care in total and for seeing that such care, but.
no more, is supplied. The pattern of operation of health maintenance
organizations that provide services on a per capita prepayment basis
lends itself to a solution of both these problems with respect to the care
of individuals enrolled with them. Because the organization receives a
fixed annual payment from enrollees regardless of the volume of serv-
ices rendered, there is a financial incentive to control costs and to pro-
vide only the least expensive service that is appropriate and adequate
for the enrollee's needs. Moreover, such organizations take responsi-
bility for deciding on what services the patient should receive and then
seeing that those are the services he gets.

Your committee believes it would be desirable for medicare to relate
itself to health maintenance organizations in a 'way that conforms more
nearly to their usual way of doing business. The objective is to provide,
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in the cae of medicare beneficiaries, the same kind of financial incen-
tives that health mainteiiance organizations have with respect to their
other enrollees.

Accordingly, your committee's bill provides for medicare payment
to such an organization with respect to beneficiaries enrolled with it to
be made on a prospective per capita basis, encompassing services cov-
ered under both hospital insurance and supplementary medical insur-
ance. (Group practice prepayment plans could, of course, choose to
continue to be reimbursed under the provisions of existing law if they
wished.) The payment would be determined annually in accordance
with regulations of the Secretary, taking into account the organiza-
tion's premiums with respect to nonmedicare enrollees (with appro-
priate actuarial adjustments to reflect the difference in utilization pat-
terns between those under 65 and those over 65). This payment is to
be no more than 95 percent of the estimated amount (with appropriate
adjustments to assure actuarial equivalence) that would be payable if
such covered medicare services were furnished outside of the frame-
work of a health maintenance organization. Thus, the organization will
be encouraged to manage its resources afid provide a level of service
within a predictable premium income; extensions and improvements
in service could thus also be provided to beneficiaries from utilization
and other savings that the organization may be able to make within
resulting income. Payments to health maintenance organizations would
be made from both the hospital insurance and supplementary medical
insurance trust funds, with the portion from the supplementary med-
ica.1 insurance trust fund being the product of the total monthly pre-
mium (beneficiary and Federal Government amounts combined) times
the number of medicare beneficiaries enrolled in the organization. The
remainder of the payment would be made from the hospital insurance
trust fund.

Tinder this new approach to payment of health maintenance organi-
zations, there is expected to be a small increase in the first year or two
in the amount of payment by the program. However, if additional
beneficiaries enroll in either existing or newly established health main-
tenance organizations there is a likelihood of cost savings to the
program.

The individuals with respect to whom such payment would be made
are medicare beneficiaries entitled to both hospital insurance and sup-
plementary medical insurance who are enrolled with a health mainte-
nance organization. They would receive medicare-covered services only
through the health maintenance organization, except for those emer-
gency services as are furnished by other physicians and providers of
services. The health maintenance organization would be responsible
for paying the costs of such emergency services. If an enrolled individ-
imi received nonemergency care through some other means than the
health maintenance organization, he would have to meet the entire
expense of such care.

To qualify to receive payment in this way, a health maintenance
organization would have to be one which provides: (1) either directly
or through arrangements with others, health services on a prospective
per capita prepayment basis; (2) all the services and benefits of both
the hospital and medical insurance parts of the program; (3) physi-
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cian's services, either directly by physicians who are employees or
partners of the organization, or under an arrangement with an orga-
nized group of physicians under w-hiich the group is reimbursed for
its services on the basis of an aggregate fixed sum or on a per capita
basis. (The group of physicians which has the arrangement with the
health maintenance organization could, in turn, pay its 1)hysiCiafl
members on any other basis, including fee-for-service.) At least half
the enrolled members of a health maintenance organization must be
under age 65, and the organization would have to have an open en-
rollment j)eriod at least once every 2 years under which it accepts
enrollees on a nondiscriminatory basis up to the limits of its canacity.
The additional requirements are: (1) that. the organization furnish
to the Secretary proof of its financial responsil)ihitv and its capacity
to provide comprehensive health services, including institutional serv-
ices, effectively and economically ; (2) that the organization must have
arrangements for assuring that the health service.s required by its
enrollees are received promptly and appropriately and that they meas-
ure up to quality standards. The. various elements of a health mainte-
nance organization, such as the hospital, the extended care facility or
clinical laboratory, would each continue to have to meet the conditions
of participation or other quality standards which apply to such orga-
nizations under present law.

If the health maintenance organization provides only the services
covered by the medicare 1)rOgram to its enrollees, the premiums it may
charge its enrollees cannot exceed the actuarial value of the cost-sharing
provisions of the hospital and supplementary medical insurance parts
of the medicare program. If, however, the organization provides its
enrollees services in 'addition to those covered under medicare, it must
inform enrollees of the portion of the l)remium 'applicable to such addi-
tional services, 'and the l)ortioil applicable to medicare-covered services
may not exceed the actuarial value of the cost-sharing provisions of the
medicare program. These requirements are intended to assure that
benefici a.ries enrolled with health maintenance organizations benefit
fully from their medicare coverage and are, in effect, charged no more
than the deductible and coinsurance amounts. This prov]sion -ill also
assure that. that. they are made aware of the exact cost of any coverage
included in the benefits l)rovided by the health maintenance organiza-
tions which is in addition to medicare coverage.

Beneficiaries enrolled with a health maintenance organization who
are dissa:t.isfied with decisions of the organization on this benefit
coverage would have the right to a hearing 'before the Secretary, in
which the health maintenance organization would be an interested
party, and to judicial review with respect. to disputes involving
amounts exceeding specified limits.

Beneficiaries could terminate their enrollment with a health main-
tenance organization and revert, to regular coverage under the program
in accordance ivith regulations. It. is expected that, generally, disenroll-
ment would take effect. at the same time after the disenroliment request
as is the case now with respect. to disenrollment under the
supplementary medical insurance program.

Your committee notes that. there is sufficient. authority in the present
medicaid 'program to 1)ermit States to arrange for medicaid coverage
through a health maintenance organization. It would continue to be
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necessary, as required under present law, to guarantee medicaid eligi-
bles freedom of choice of health providers. Moreover, it is expected
that the Department of Health, Education, and Welfare would use
the provisions of medicare law and regulations for health maintenance
organizations, to the extent appropriate, in regulations dealing with
similar coverage under the medicaid program.

The health maintenance organization provisions in the bill would be
effective with respect to services furnished on or after January 1, 1971.

3. Mi.ceilaieous and technical provisions
(a) Co'.'erage prior to application for medicaid.—Under present law

a State may, at its own option, cover the cost of health ca.re prov'ided
to an otherwise qualified recipient for the three months prior to his
application for medicaid. Thirty-one States have elected to provide
this coverage, thereby protecting persons who are eligible for medicaid
but do not apply for assistance until after they have received care,
either because they did not krow about the medicaid eligibility re-
quirements or because the sudden nature of their illness prevented
their applying.

Your committee believes that such coverage is reasonable and de-
sirable and recommends that the States be required to provide protec-
tion for that 3-month period. Therefore, your committee's bill requires
all States to provide coverage for care and services furnished in or
after the third month prior to application for those individuals who
were otherwise eligible when the services were received.

This provision would be effective July 1, 1971.
(b) Hospital adn-ti$sions for dental services under the medicare pro-

gram.—llJnder present medicare procedures, when a patient is hos-
pitalized in connection with the performance of noncovered dental
procedures, payment may be made for inpatient hospital services if the
patient has other impairments so severe that hospitalization is neces-
sary. In some eases, intermediaries require that a physician certify to
the medical necessity of dental admissions, since hospitalization is
ordinarily not necessary for the provision of dental services. Where
such a certification is required, the dentist who will be performing the
dental procedures must arrange for 'a physician to make the necessary
certification.

Your committee's bill would authorize the dentist who is oaring for
the patient to make the determination of the necessity for inpatient
hospi:tal admission for dental services without requiring a corroborat-
ing certification by a physician. Your committee believes that in these
kinds of cases the dentist is in 'a better position to make the necessary
evaluation of the patient's condition and probable reaction to dental
surgery than is a physician who may not be familiar either with the
patient or the nature of the dental procedures to be performed.

This provision would be effective with respect to admissions occur-
ring after the second month following enactment of the bill.

(c) Exemption of Christian Scienee sanatoriums from certain nurs-
ing home requirements wnder medicaid.—Under present law, Chris-
tian Science sanatoriums are permitted to participate in the medicaid
program as skilled nursing homes, and 'as such, are required to meet the
general requirements established for skilled nursing homes.

Your committee believes that Christian Science sanatoriums which
do not actually provide medical care, should not 'be required to have
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a skilled nursing home administrator licensed by the State, to maintain
an organized nursing service under the direction of a registered nurse,
to maintain detailed medical records, or to have diagnostic and other
serv ice arrangements with general hospitals. The bill would, therefore,
exempt Christian Science sanatoriums from the requirements for a
licensed nursing home administrator and other inappropriate require-
meats of the medicaid program. Such sanatoriums will 'be expected to
continue to meet all applicable safety standards.

This provision would be effective upon enactment.
(d) Phy.thal therapy .ervice.s under medicare.—Under present law,

physical therapy 'is covered as an inpatient hospital service, an in-
l)atiellt extended care service, a home health service, and a service
incident, to physicians' services. Physical therapy is also covered when
furnished under prescribed conditions by a participating hospital,
extended care facility, home health agency, clinic, rehabilitation
agency, or public health agency to its outl)atientS. The physical ther-
a1ist may be either an employee of the participating facility or he may
be self-employed and furnish his services under arrangements with and
under the supervision of the facility.

The limitations imposed under present law on the coverage of physi-
cal therapy have been a source of some difficulty. For example, it has
been difficult to explain why physical therapy services cannot be fur-
nished in the therapist's office, especially in cases where the latter is
more accessible than the facility to which the beneficiary must travel to
obtain the servlice.

Your committee's bill would include as covered services under the
supplementary medical insurance program the services of a physical
therapist in independent practice, when furnished in his office or in
the patient's home (including a place of residence used as his home
other than an institution which is primarily engaged in furnishing
skilled health care services). These services would he furnished under
such licensing and other conditions relating to health and safety as
the Secretary may find necessary, such as requiring that the services
be furnished pursuant to a written plan of treatment established by
a physician which prescribes the amount, type, and duration of serv-
ices to be furnished, and setting out professional qualifications in
addition to State licensure for the physical therapists partwipating
under 'this l)rovision. The bill would J)rovidC that. the Secretary estab-
lisli regulations governing other conditions under which the proposed
services would be furnished. Your committee expects t.he Secretary to
be guided by the conditions now in effect for providers of outpatient
physical therapy services, taking into account the less elaborate facil-
ities generally present in the office setting, but assuring that the reg-
ulations provide for the availability of a adequate program of phys-
ical therapy services in the therapist's office.

With respect to present law as it covers physical therapy services
furnished to an inpatient, of a hospital or an ectended care facility,
there are a few cases where an imipatient exhausts his inpatient benefits
and can continue to receive payment for the physical therapy treat-
ment (as a cocered expense under the supplementary medical insurance
program) only if the hospital or extended care facility is able to ar-
range for another participating facility 'to furnish thephysical therapy
treatment. as an outpatient service. Your committee's bill would author-
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ize a hospital or extended care facility to furnish outpatient physical
therapy services to its inpatients. This would I)ermit an inpatient of a
)articipat.ing hospital or extended care facility to continue to receive
covered physical theral)y services under the supplementary medical
insurance program in those cases where he had exhausted his in[)atient
l)enefits through which physical thera)y services were covered under
tIm hospital insurance program or where he is otherwise ineligible for
hospital insurance inpatient, benefits.

Your committee is concerned over the increasing costs of physical
therapy services furnished in hospitals and extended care facilities.
Moreover, there is considerable evidence that physical therapy has
been one of the areas in the present program most. subject to abuse.
Accordingly, the committee bill includes two provisions for controlling
program expenditures for physical therapy services and for prevent-
ing abuse:

(1) Total charges on which payment may be made in a calendar year
with respect to an individual for physical therapy services furnished
to him in practitioners' offices or in his home by independently practic-
ing I)IiySical therapists may not execeed $100 (such payment would be
sub ject to the deductible and coinsurance provisions of the supplemen-
tary medical insurance program). Program reimbursement for the rea-
sonable charges for the covered services would be made either to the
beneficiary or, on assignment, directly to the physical therapist.

(2) With respect to physical therapy services furnished by a pro-
'ider of services, a clinic, rehabilitation agency, or a public health
agency or by others under arrangements with such providers or other
organizations, payment for the reasonable cost of such services may
not. exceed an amount, equal to the salary which would have been
payable to 'a qualified physical therapist if the services had been per-
formed in an employment, relationship.

The provisions for covering additional physical therapy services
under supplementary medical insurance would be effective for services
furnished on or after January 1, 1971. The provisions relating to physi-
cal therapy services furnished by a provider of services or other agency
would be effective with respect to accounting periods beginning on or
after January 1, 1971.

'(e) Extension of grace period for termination of supplementary
rned?cal insvrance coverage where failure to pay prem.iums is due to
good cause._lTnder present law, an individual's coverage under the
supplelTientary medical insurance part of medicare is terminated for
nonpayment of premiums. The termination is effective on a date deter-
mined under regulations which may be established so as to provide a
grace period (not in excess of .90 days) during which overdue premiums
may be paid and coverage continued.

Several types of cases have arisen in which termination of an indi-
vidual's supplementary medical insurance protection for failure to
pay all premiums due within 90 days is clearly inequitable. For exam-
ple, there have been cases where for reasons of physical or mental in-
capacity the enrollee was unable to make the premium payment within
the allowed time limit and there was no one acting on his behalf to
protect his interests. In other cases, coverage has been terminated be-
cause the enrollee mistakenly believed that payment had been made
when actually it had not.

44—345 O—7O-5
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Your committee's bill would extend the 90-day grace period for an
additional 90 days where the Secretary finds that there was good cause
for failure to pay the premium before the expiration of tue initial
90-day grace period.

This provision would aI)ply to such cases of nonpayment of premi-
urns due within the 90-day period preceding the date of enactment.

(f) Extevsion of time for filing clairn for sttpplernentary medical
i'nsura'nee benefits where dela'i is due to admin.stratii'e error._JTnder
present law, a claim for benefits under the supplementary medical in-
surance program must be filed by December 31 of the year following
the year in which the services were provided. (For this purpose, serv-
ices furnished in the last 3 months of a year are deemed to have been
furnished in the following year.) The present. time limit is adequate
for the vast, majority of supplementary medical insurance claims. In
some few cases, however, beneficiaries have failed to file a timely
claim due to a mistake or other action on the part. of the Government
or one of its agents. For example, misinformation from an official
source or delay in establishing supplementary medical insurance en-
titlement has resulted in late filing of claims.

Your committee's bill would provide that where a claim under sup-
plementary medical insurance is not filed timely due to error of the
Government or one of its agents, the claim may nevertheless be
honored if filed as soon as possible after the facts in the case have been
established. This provision would assure that, cl'a.imants would not be
treated inequitably because of such an error.

This amendment would apply with respect to bills submitted and
requests for payment made after March 1968.

(q) Waiver of enrollment period requirements where individual's
rights were preudieed by administrative error or inaction._ITnder
present. law, an individual can enroll in the supplementary medical
insurance program during his initial 7-month enrollment. period, be-
ginning with 'the third month before the month he attains age 65.
or during any general enrollment, period (during the first. 3 months of
each year), which begins within 3 years after the end of his initial
enrollment period. (The committee's bill includes a provision which
would eliminate the 3-year limit on enrollment. That provision is
discussed immediately following discussion of this provision.)

There have been some relatively rare cases in which it has been dis-
covered that due to an iction, inaction, or error on the part of the Gov-
ernment an individual is in fact enrolled, or is in fact not enrolled.
under supplementary medical insurance when both the individual and
the Government had until then believed that the reverse was true. Such
cases include instances where an individual filed an enrollment request
timely 2, 3, or more years ago, but it was inadvertently misfiled and
never acted upon. 'When the request is discovered, the individual, who
did not know lie had supplementary medical insurance coverage is pre-
sented with a substantial bill for premiums; or if he is a beneficiary, lie
may find that his benefit check is reduced or withheld altogether to pay
premiums for supplementary medical insurance coverage which he
never knew he had. Another type of case involves the person who
enrolled in good faith and was allowed medical insurance on the basis
of evidence showing that he had attained age 65; several years later
new evidence is discovered which shows he was only age 64 at the time of
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enrollment—that is, new evidence shows that he was not eligible to
enroll when he did. In such situations the Government is forced to
disallow the supplementary medical insurance coverage, refund all
premiums received, recover any supplementary medical insurance ben-
efits paid, and notify the person that i he wishes supplementary med-
ical insurance coverage he may enroll in the next general enrollment
1)eriod. Although these cases are rare, they can cause considerable
hardship and distress to the individuals involved, and present law
permits no relief to be given.

Your committee believes that where an individual's enrollment
rights under supplementary medical insurance have been prejudiced
because of the action, inaction or error on the part of the Government,
he should not be penalized or caused hardship. The bill, therefore,
authorizes the Secretary to provide such equitable relief as may be
necessary to correct or eliminate the effects of these situations, includ-
ing (but not limited to) the establishment of a special initial or
subsequent enrollment period, with a coverage period determined on
the basis thereof and with appropriate adjustments of premiums.

This provision would apply to all cases which have arisen since the
beginning of the program.

(/L) Elimination of provi.sions preventing enrollment in supple-
mentay medical insurance program more than 3 years after first
opportunity.—TJnder present law, an individual can enroll for the
first time in the supplementary medical insurance program 'during his
initial 7-month enrollment period, beginning with the third month
before the month he attains age 65, or during any general enrollment
period (during the first 3 months of each year) which begins within
3 years after the end of 'his initial enrollment period. A person w'hose
enrollment has terminated may not enroll for the second time in sup-
plementarymedical insurance unless lie does so in a general enrollment
period which begins within 3 years after the effective date of such
termination. An individual may reenroll only once.

The 3-year enrollment. limit was included in the law (as are other
limitations on enrollment in the supplementary medical insurance pro-
gram) in the interest of 'avoiding antiselection in case the enrollment
under the program was not a very substantial proportion of people
eligible to enroll. For example, substantial numbers of people who are
relatively healthy might delay enrollment until they are well past age
65 and have become sick, at 'which point they would enroll and receive
substantial benefits 'without having paid much in premiums. However,
since there is no'w a 95-percent rate of participation in the program and
since the vast majority of enrollees enroll at the earliest possible time,
there would seem to be no reason to retain the 3-year limit on enroll-
ment. Further, present law provides that premiums for late enrollees
are increased 10 percent for each full 12 months elapsed between the
time they could have enrolled 'and 'actually do enroll and this provision
would be retained. Such late-enrollment charges serve to prevent
untiselection and to meet the higher costs associated with those who
enroll at older ages.

Your committee's bill would eliminate the 3-year limit with respect
to both initial enrollment and reenroliment after an initial termina-
tion. Enrollment periods would rem'ain as presently defined and the
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restriction limiting individuals who terminate enrollment to reenroll
only once would be retained.

•This provision would apply to all those who are ineligible to enroll
under present law.

(i) Waiver of recovery of i'iworrect payments from survivor who
is without fault.—TJnder present law, an individual to whom (or on
behalf of whom) a medicare overpayment is made is subjected to re-
covery 'actAoli with respect to such overpayment, exCel)t that the re-
covery action may be waived if the individual is without fault and if
recovery would defeat the purposes of the cash social security title
(title II) of the Social Security Act or would be against equity and
good conscience. If such individual dies, recovery action is initiated
as necessary any other individual who is receiving cash social security
benefits on the same earnings record as the deceased overpaid bene-
ficiary. In the latter situation, however,'waiver of recovery action is not
permitted even though the surviving beneficiary—a widow, for
example—is without fault with respect to the overpayment.

The Social Security Amendments of 1967 included 'a provision which
permitted recovery to be waived in the case of cash benefits if the mdi-
-idual from whom recovery is being considered is without fault, even
though the overpaid individual was at fault. However, the comparable
change with respect to medicare overpayments was not made. As a
result, there are situations in which, for example, 'an overpayment
made to a deceased beneficiary is the responsibility of his widow even
though she was without fault in causing the overpayment, whereas if
the overpayment had been made to or on behalf of the widow herself,
the waiver provision would apply if she were not at fault.

Your committee's bill would'rectify this anomaly by permitting any
individual who is liable for repayment of a medicare overpayment to
qualify for waiver of recovery of the overpaid amount 'if he is without
fault and if such recovery would defeat the purposes of title II or
would be against equity and good conscience.

The I)fls1ofl would be effective upon enactment for overpayments
outstanding at that time.

(j Requirement of minimum amount of claim to establish entitle-
ment to hearing under supplementary medical insurance program.—
Under present law, people enrolled in the supplementary medical
insurance program are assured an opportunity for a fair hearing by the
carrier when requests for payment under supplementary medical insur-
ance are denied or 'are not acted upon with reasonable promptness, or
when the amount of the payment is in controversy, regardless of the
dollar amount at issue. Experience under the program indicates that the
holding of a full fair hearing is unwarranted in cases where the amount
in controversy is relatively small. Carriers have reported cases involv-
ing $5 and $10 claims for which the cost of holding a fair hearing has
exceeded $100. Approximately 45 percent of the hearings held since the
beginning of the program have involved an amount less than $100,. Fur-
ther, regulations require carriers to have 'a reconsideration review of all
denied claims. Such review involves different claims personnel than
those who acted on the original claim 'and should be sufficient protection
in small claims cases.

Your committee's bill would require that a minimum amount'of $100
be at 'issue before an enrollee in the supplementary medical insurance
program will be granted a fair hearing by the carrier.
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The provision would be effective with respect to hearings requested
after the enactment of the bill.

(Z) (7ollection of supplementary mediai ?nsura'nce premiums from
vn(iimdvals entitled to both social security and railroad retirement
beneflts._ITnder present law, the responsibility for collecting supple-
mentary medical insurance premiums for enrollees entitled to both rail-
road retirement benefits and social security benefits is vested in either
the Social Security Administration or the Railroad Retirement Board,
depending upon the circumstances of entitlement at the time of enroll-
ment. This arrangement requires an administrative procedure under
which persons so entitled can enroll in the supplementary medical
insurance program with either agency. The result has been that some
individuals (because all the facts are not made known at the time of
enrollment) are enrolled twice and have two different identifying
numbers; others are enrolled by the Social Security Administration
and not enrolled by the Railroad Retirement Board, or vice versa, and
thus may have two medicare cards—one showing entitlement to bene-
fits under part A only and the other showing entitlement to benefits
under both parts A and B. Such discrepancies, even though ultimately
corrected, are a source of confusion to beneficiaries and a cause of
unnecessary administrative expense.

Also, the processing of medical insurance claims is established so as
to require that all claims submitted by or on behalf of railroad bene-
ficiaries 'be handled by a single carrier, presently the Travelers Insur-
ance Company. Because the account numbers assigned to railroad
beneficiaries who enroll with the Social Security Administration are
not identified as applying to railroad beneficiaries (because the bene-
ficiary does not make this known), many railroad beneficiary claims
are submitted to other carriers and require rerouting to Travelers In-
surance Company. This is expensive and a 'cause of delay in making
payments.

Your committee's bill provides that the Railroad Retirement Board
shall be responsible for collection of supplementary medical insurance
premiums for all enrollees who are entitled under that program. This
change will eliminate the confusion, payment delay, and administra-
tive expense deriving from the related provisions of present law.

This provision would be effective for premiums becoming due and
payable after the fourth month after the month of enactment.

(1) Paymei t for certain inpatiei t hospital services furnished out-
side the United States.—Under present law, services furnished outside
the United States are excluded from coverage with the single excep-
tion that hospital insurance benefits are payable for emergency in-
patient services provided in nearby foreign hospitals if the beneficiary
is physically present within the United States when the emergency
arises and the foreign hospital to which he is admitted is closer to the
place where the emergency arose or more accessible than the nearest
United States hospital that is adequately equipped and available for
his treatment. Your committee is concerned that under present law bor-
der residents who find that the nearest hospital suited to their inpatient
care needs is located outside the United 'States may not receive pro-
tection against the health costs they incur in usi'ng these nearest hos-
pitals except in the indicated emergency situations.
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In connection with the Social Security Amendments of 1967, the
Department of Health, Education, and Welfare and the Department
of State were requested to explore the feasibility of entering into
reciprocal arrangements between the United States and neighboring
nations designed to make medicare benefits available to IJnited States
citizens who receive necessary hospital care in such neighboring na-
tions. The report of the study indicated that such reciprocal arrange-
ments are not feasible at the present time, but that unilateral extension
of medicare, which could be limited to border residents, appears to be
feasible.

Your committee's bill would include a provision which would ex-
pand Medicare coverage of services outside the United States to take
account of the special problems of border residents. Medicare benefits
would be payable, with respect to admissions after I)ecember 31, 1970,
for inpatient hospital services furnished outside the United States if
the beneficiary is a resident of the United States and the foreign hos-
pital was closer to, or substantially more accessible from his residence
than the nearest hospital in the United States which was suitable and
available for his treatment. For such beneficiaries, benefits would be
payable without regard to whether an emergency existed or where the
illness or accident occurred. Only inpatient services furnished by a
hospital which has been accredited by tl1e Joint Commission on Ac-
creditation of Hospitals or by a hospital approval program having
essentially comparable standards would be covered.

The present provisions covering emergency inpatient hospital serv-
ices outside the United States would be retained.

Payment for all covered hospital services furnished outside the
United States would be made on essentially the same basis as payment
for emergency services furnished by a nonparticipating hospital within
the United States. Where the hospital elected to bill the medicare pro-
gram it would be reimbursed on the basis of the reasonable cost of the
covered services furnished the beneficiary, as is now done with respect
to emergency services furnished by a nonparticipating hospital which
furnishes actual cost data. Where payment could not be made solely
because the hospital did not elect to bill the program, benefits would be
payable directly to the beneficiary on the basis of an itemized bill if he
filed an acceptable application for reimbursement. Subject to the ap-
propriate deductibles and coinsurance, the beneficiary would be reim-
bursed in an amount equal to 60 percent of the hospital's reasonable
charges for "routine services" in the room occupied by him or in semi-
1)ivate accommodations, whichever is less, plus 80 percent of the hos-
pital's reasonable charges for "ancillary services," or, if separate
charges for routine and ancillary services are not made by the hospital,
two-thirds of the hospital's total charges.

This provision of the bill would be effective with respect to hospital
admissions after December 31, 1970.

(ni) Studij of chiropractic cverage.—Your committee's bill would
require the Secretary to conduct a study of chiropractic services cov-
ered under State plans approved under title XIX. The objectives of
the study would be to determine whether and to what extent chiro-
practic services should be covered under the supplementary medical
insurance program of title XVIII, giving particular attention to the
limitations which should be placed on such coverage and on the amounts



63

to be paid for whatever services might be provided. The study would
include one or more demonstration projects designed to assist in pro-
viding (under controlled conditions) the information necessary to
achieve the objectives of the study. The Secretary would be required to
report the results of the study to the Congress within 2 years 'after the
date of euactment of this bill, together with his findings and recom-
mendations based on the study, and on the information he obtains con-
cerning the experience of public and private plans which now or di'd
cover chiropractic services.

(n) Extendi'ng health insura'iwe protection to disabled bene-
flciaries.—Your committee gave extensive consideration to a proposal
to extend hospital 'insurance protection under title XVIII to disabled
workers entitled to monthly cash disability beneflts under the social
security and railroad retirement programs. While your committee
believes that extending hospital insurance protection to these berie-
fici'aries would be most desirable, it h'as regretfully concluded that such
an extension is not advisable at the present time.

A major factor 'in your committee's decision was that the per capita
cost of providing hospital insurance for the disabled would be con-
siderably higher than is the cost of providing the same coverage for
the 'aged. The high cost. (even if the proposal were limited to disabled
worker beneficiaries), together with the need to bolster financing for
the existing hospital insurance program for the 'aged (discussed else-
where in this report), raised serious problems for which the committee
found no immediately acceptable solution.

Your committee, therefore, has not included in the bill a provision to
extend hospital insurance to disabled workers; rather it is directing
the 1969 Advisory Council on Social Security to make a special study
of the unmet need of the disabled for health insuiance protection,
the costs involved in providing this protection, and the ways of financ-
ing this protection. The 'Council would be required to include its find-
ings in the report it will be submitting to the Secretary of Health,
Education, a.nd Welfare not later than January 1, 1971. The Council
would also be required to make recommendations on the extent to
which the cost of this protection could appropriately be met by the
hospital insurance and supplementary medical insurance trust funds.
The Council's report would be submitted to the boards of trustees of the
trust funds and to the Congress.

(o) Reimhuiwement of group practice prepayment plan.9.—The
Senate Committee on Finance in its consideration of the House
enacted bill (H.R 6675) in 1965, recommended that supplementary
medical insurance enrollees who received services covered thereunder
as members of group practice prepayment plans be accommodated
through the recognition of program liability on a cost basis for such
services at the election of such a plan. This committee concurred in the
recommendation.

It was the understanding of the Congress that the cost reimburse-
ment of group practice prepayment plans would take into considera-
tion the cost of the services made available to the members of such
group practice plans who are medicare enrollees, to the end that costs
with respect to medicare enrollees would not be borne by other mem-
bers of the plan, and that the costs with respect to such other members
would not be borne by the supplementary medical insurance program.
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Thus, it was anticipated that the total allowable remuneration to plan
physicians by the group practice plan would be allocated proportion-
ately as bet'ween medicare members and other members of the pi'an
with due recognition being given to time and utilization factors 'appro-
priate to the respective groups. To the extent that existing administra-
tive procedures for reimbursing group practice plans on a cost basis are
at variance 'with these principles or limit the right of such 'a plan to
elect to be reimbursed on the basis of allocated costs, such procedures
do not conform to the legislative intention with regard to the reim-
bursement for t'he services furnished by such plan.

(p) Accelerated depreciation as part of cost reimbursement under
medicare and medicaid in certain limited circumetances.—The cost re-
imbursement provisions of the medicare and medicaid law do not speci-
fy whether accelerated depreciation should be allowed in computing
the costs of a participating institution. When the original reimburse-
ment regulations were developed, they specified that the then existing
pro visions for accelerated depreciation in the Federal income tax law
that allowed the use of the sum of the years digits and double declining
balance approaches could also be employed in medicare. Since that
time, the income tax provisions have been modified. Also, difficulties
have arisen under medicare in connection with the payment of 'acceler-
ated depreciation 'during the early years of the life of an asset, particii-
larly where the asset 'was sold by the original provider institution. In
such cases, difficulty in recouping the additional medicare payments
that had been allowed through the use of accelerated depreciation has
been encountered.

In recognition of t'hese developments, the Department has published
a proposed regulation deleting the allowance of accelerated deprecia.-
tion on assets that are acquired in the future. Hospitals and other
institutional providers have expressed concern to your committee about
hardships these proposed regulations vould cause, and have noted
that (1) a number of these institutions had made valid construction,
acquisition, or permanent financial commitments before publication of
the proposed regulations in connection with which they had assumed
the availability of accelerated depreciation in accordance with exist-
ing regulations, and (2) there is an increasing necessity for health care
institutions to finance capital additions an'd expansions of service
through the use of mortgage loans under which, in the absence of ac-
celerated depreciation allowances, they cannot meet the principal
amortization schedules they have to pay on capital debts they incur.

With regard to the first problem, it seems reasonable to your commit-
tee to continue the application of the original regulations allowing
accelerated depreciation on capital assets of 'participating providers
where the financial commitment involved was entered into prior to
February 5,197Q, and your committee has obtained the agreement. of
the Department of Health, Education, 'and Welfare to do so. February
5, 1970, is the date of the publication of the proposed regulations, so
commitments could not have been entered into with knowledge of your
committee's agreement with the Department.

Second, because health care institutions are undoubtedly required in
many instances to rely on capital borro'wing, your committee also rec-
ommends that, in the case of financial commitments entered into on or
after February 5, 1970, the regulations allow 150 percent declining
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balance depreciation to be paid on assets acquired in the future where
the cash flow from depreciation on the total assets of the institution,
-including straight-line depreciation on the assets in question, is insuffi-
cient to supply the funds required to meet reasonable principal
amortization schedules on the capital debts related to the provider's
depreciable assets. Under this recommendation, the allowance of ac-
celerated depreciation payments would be directly tied to the institu-
tion's problem of capital debt retirement. For the future, the allow-
ance w-ould l)e available only in those cases in which a demonstrable
need exists. Further, the type of accelerated payment (150-percent
declining balance) would be generally consistent with the formula
that, continues to be allowed in certain cases under the Federal income
tax law.

(q) Equi'a7e'.cy te.9timg for peisoniiel of iiidependent clinical lab-
oratorie.c.—In order to assure the accuracy and reliability of laboratory
test. results, present law re4uires the Secretary to egtablish health and
safety criteria 'as conditions for medicare coverage of services fur-
nished by independent laboratories. Among the standards found to be
necessary safeguards by the Department of Health, Education, and
Welfare were criteria for judging professional competency and quali-
fications of laboratory personnel. Since membership in or certification
by professional organizations has long been one of the principal means
of establishing professional qualifications in health fields, this ap-
proach was the one primarily relied on by the Secretary in developing
medicare regulations. Medicare regulations also provide that individ-
uals meeting certain formal •and highly specialized educational and
experience requirements may be found to qualify.

While your committee agrees that many of the present requirements
for laboratory personnel have merit, it has concluded that the heavy
reliance placed on private professional organizations has served to
prevent experienced people either from entering the clinical laboratory
field altogether or from making this their career—moving from a lower
skilled job to 'a higher skilled one. WThat makes this such a critical prob-
lem is that laboratories are currently experiencing a sharp expansion in
the demand for their services. As the services of laboratories have in-
creased in scope and complexity, t.hey have been faced with an ever-
widening gap between their manpower requirements 'and the available
supply of laboratory technologists 'and technicians.

Your committee believes that both recruitment and utilization of
laboratory peisonnel would be greatly enhanced by the use of equiva-
lency and proficiency examinations. The use of such examinations
would greatly increase career mobility in the laboratory field, thereby
making the profession more attractive generally, facilitating the re-
cruitment. and retention of laboratory workers, and encouraging re-
entry into the field by those who have left. it. There is increased interest
in and receptivity to the idea of equivalency testing among the pro-
fessions—an interest recently emphasized in a report issued in March
1970 on "Equivalency and PrQficiencv Testing" by the National Com-
mittee for 'Careers in Medical Technology.

Your committee is aware that many ex-servicemen have received
valuable training in the armed forces clinical laboratories. The change
to proficiency and equivalency testing should provide assurances that
many such individuals will be able to make their specialized training
available in civilian clinical laboratories.
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Your committee has received the assurances of t.he Department of
Health, Education, and Welfare that it will immediately begin con-
sultation with appropriate professional health organizations and edu-
cational institutions to develop proficiency testing and educational
equivalency mechanisms for use in determining the guahfications of
laboratory personnel under the medicare program.

The Department has been requested and has agreed to furnish a re-
port to the Congress on or before July 1, 1971, indicating the progress
it has made in carrying out such assurances.

(r) Optoinetrists' $erviees.—Your committee believes that the medi-
care provisions as related to optometrists may need revision in that
some optometric services when provided by a physician are covered, but
may not be covered when provided by an optometrist. The Depart-
ment of Health, Education, and Welfare should conduct a study of
this problem and submit language to your committee designed to
remove any existing inequity.

(s' Homemakers' services under njedicare.—Your committee gave
consideration to coverage of the services of home maintenance workers
(homemakers) as part of home health services under both the hos-
pita! and medical insurance programs. Under present law, the home
health benefit is designed for those beneficiaries whose conditions do
not require the continuous medical and paramedical care provided in
hospitals and extended care facilities, but nevertheless, are of such
severity that the individuals are under the care of a physician, con-
fined to their homes, and in need of active health care requiring skilled
services. Care that is primarily custodial in nature, whether the care
is provided in a nursing home or provided by a health aide in a private
home, is not covered under the medicare program. Nor is the care
covered when the patient needs only personal care or nonskilled
health care.

Although home maintenance services as such are not covered under
the home health benefit the covered services of a home health aide may
include certain home maintenance services which are performed by the
aide under professional supervision. These services may include keep-
ing a safe environment in areas of the home used by the patient, such
as changing the bed, light cleaning, laundering essential to the comfort
and cleanliness of the patient and include seeing to it that the patient's
nutritional needs are met, which may include purchase of food and
assistance in preparation of meals. These services may be covered when
they are only incidentally provided while the home health aide is
fulfilling her primary function of providing health services.

Your committee believes that while financial assistance in main-
taining one's home may be necessary and desirable for the well-being
of an older person, it is not the purpose of the medicare program to
cover all services an older person may need or use, particularly those
which are not clearly a part of the person's health care. In view of
these priorities, your committee is requesting the 1969 Advisory Coun-
cil on Social Security to make a study of the unmet need of medicare
beneficiaries for homemaker services.

C. STUDY OF THE SOCIAL SECURITY PROGRAM BY THE ADVISORY
COUNCIL ON SOCIAL SECURITY

An Advisory Council on Social Security, authorized by the Congress
in the Social Security Act and appointed under the provisions of the
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Act by the Secretary of Health, Education, and Welfare, is currently
conducting an overall review of the social security program. The
Council is required by law to review all aspects of the social security
program, including specifically the status of the social security trust
funds in relation to the long-term commitments of the social security
program, the scope of coverage and the adequacy of benefits under the
program, and its impact on public assistance programs under the act.
Under the law the Council is to report its findings and recommenda-
tions to the Secretary of Health, Education, and Welfare by January 1,
1971, who thereupon is to transmit the report to the Congress and to
the boards of trustees of the social security trust funds.

In its deliberations your committee took note of the current study
being made by the Advisory Council on Social Security. It is the view of
your committee that it would be advisable to have the benefit of the
study, findings, and recommendations of the Advisory Council before
considering further two proposals for changes in the social security
program: (1) extending the protection of the medicare program to
disabled social security beneficiaries (discussed earlier in more detail
on page 63) and (2) the computation of a married couple's social
security benefits when both the husband and the wife have worked.
Your committee is particularly interested in having the Advisory
Council explore the difficult obstacles that must be overcome in order
to achieve satisfactory results with respect to both of these issues.
Your committee, therefore, requests the Council to include in its report
specific recommendations on how the coverage of the medicare pro-
gram may be extended to social security disability beneficiaries and
how the benefits l)aid to a married couple may be equitably based on
their combined earnings.

in addition, your committee requests the Council to make a special
study of the unmet need of medicare beneficiaries for homemaker
services, beyond those already provided to persons in need of skilled
health services. The Council should include its findings in the report
it will be submitting to the Secretary of Health, Education, and
Welfare not later than January 1, 1971. The Council should also
make recommendations on the extent to which the cost of this pro-
tection if deemed appropriate and necessary could be met by the
hospital insurance and supplementary medical insurance trust funds.

D. FINANCING
Financing provisions

Consistent with the policy of maintaining the social security
program on a financially sound basis, which has been followed in
the past. the bill would make provision for meeting the cost of the
expanded program. At the present time, the social security cash
benefits program is in close actuarial balance, while the hospital
insurance program has an actuarial deficiency; that is, it is expected
that over the long-range future the income to the hospital insurance
program will be considerably less than the costs of the program.
To meet the cost of the expanded cash benefits program and to
bring the hospital insurance program into actuarial balance, the
schedule of contribution rates would be revised and the contribution
and benefit base—the maximum amount of annual earnings subject
to contributions and used in computing benefits—would be increased.
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(a) Increas-e in the contribution and benefit base.—The prOl)OSed
increase iii the contribution and benefit base from $7,800 to $9,000
would not only provide higher future benefits at higher earnings levels,
but would also help to finance the changes made by the bill. An
increase in the base results in a reduction in the overall cost of the
social security program as a percent of taxable payroll. This occurs
because the benefits provided are a higher percentage of earnings at
the lower levels than at the higher levels, while the contribution rate
is a fiat percentage of earnings. When the base is increased, higher
benefits are provided on the basis of the higher earnings that are taxed
and credited, but the cost of providing these higher benefits is less than
the additional income from the combined employee and employer
contributions on earnings above the former maximum and UI) to the
new maximum amount.

(b) Changes in the contribution rates.—Under the schedule of con-
tribution rates for cash benefits that your committee recommends
(shown below), the contribution rate scheduled for 197 1—72 would be
decreased from 4.6 percent each for employees and employers to 4.2
percent each. The rate scheduled for 1973—74 under j)resent law would
be decrease(l from 5 percent each to 4.2 percent each. The rate sched-
uled for 1975—79 would be 5.0 percent, the same as under present law.
After 1979, the contribution rate would be 5.5 percent each, instead
of 5 l)ercellt as under present law.

For the self-employed, the rate scheduled for 1971—72 for the cash
benefits part of the program would be decreased from 6.9 percent to
6.3 percent. The rate scheduled for 1973—74 would be decreased from

to 6.3 percent. Thus the currently payable rate of 6.3
percent would remain in effect until 1975, at which time the increase
to 7 percent, the highest rate scheduled under present law, would go
into effect.

Your committee also recommends changes in the contribution rate
schedule for the hospital insurance program. The contribution rate
would be increased from 0.6 percent each for employees, employers,
and the self-employed to 1 percent each beginning in 1971. The rate
would be kept at 1 percent thereafter. Under present law the rate is
scheduled to increase gradually from the present 0.6 percent to 0.9
percent for 1987 and after.

CONTRIBUTION RATE SCHEDULES UNDER PRESENT LAW AND H.R. 17550

lIn percentj

Period

OAS

Present
law

DI

HR. 17550

HI

Present
law HR. 17550

Total

Present
law HR. 17559

Employer-employee, each:
1970 4.2 4.2 0.6 0.6 4.8 4.8
1971—72 4.6 4.2 .6 1.0 5.2 5.'
1973—74 5. 0 4. 2 . 65 1. 0 5.65 5.
1975 5.0 5.0 .65 1.0 5.65 6.0
1976—79 5. 0 5. 0 . 7 1. 0 5. 7 6. 0
1980—86 5.0 5.5 .8 1.0 5.8 6.5
1987 and after 5. 0 5. 5 . 9 1. 0 5.9 6. 5

Self-employed:
1970 6.3 6.3 0.6 0.6 6.9 6.0
1971—72 6.9 6.3 .6 1.0 7.5 7.3
1973—74 7. 0 6. 3 .65 1. 0 7.65 7. 3
1975 7. 0 7. 0 .65 1. 0 7.65 8. 0
1976—79 7. 0 7. 0 . 7 1. 0 7. 7 8. 0
1980-86 7. 0 7. 0 . 8 1. 0 7. 8 8. 0
1987 and after 7. 0 7. 0 . 9 1. 0 7.9 8. 0
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(c) Change in allocation to the disability insurance tryst fund.—The
bill would revise the allocation of contribution income to the (us-
ability insurance trust fund without significantly altering the long-
range income of the fund. Under present law, 1.10 percent of taxable
wages and 0.825 of 1 percent of self-employment income are allocated
to the disability insurance trust fund. Under the committee's bill, the
allocation to the disability insurance trust fund would be as follows:

Un percenti

Calendar year
Tanable

wages
Self-employment

income

1971—74 0.90 0.6750
1975—79 1.05 .7875
1980 and after 1.15 .8625

The revision in the allocation is necessary because, under present
law, the size of the disability insurance trust fund is expected to grow
rapidly over the next several years. Your committee believes that this
growth is not necessary nor wise and that the allocation rate may be
safely reduced below that specified in present law until 1980.

(d) Effective date of increase in the contributioa and benefit base for
self-employed persons reporting on a fiscal year basis.—In the past when
increases in the contribution and benefit base have been enactod they
have been effective, for self-employed people who report their income
on a fiscal year basis, (i) with respect to contributions, for fiscal years
ending in the calendar year in which the increase in the base became
effective, and (ii) with respect to crediting for benefit purposes, at the
beginning of the calendar year in which the increase in the base be-
came effective. As a result, certain self-employed people were required
to pa social security contributions on income that could not be
credited for benefit purposes. For example, the last increase in the
base, to $7,800, was effective for the calendar year 1968; for self-
employed persons reporting their income on a fiscal year basis the
increase was effective (i) with respect to contributions, for fiscal years
ending in 1968, and (ii) with respect to crediting for benefit purposes,
at the beginning of 1968. A fiscal year taxpayer whose fiscal year
ended on June 30, 1968, for example, and who had self-employment
income of $7,800 for that year would have had to pay contributions
on the full $7,800 but could have had only $7,200 counted toward
benefits ($3,300—one-half of the $6,600 base amount that was in
effect in 1967—for the period July 1 through December 31, 1967,
plus $3,900—one-half of the $7,800 base amount that was in effect
in 1968—for the period January 1 through Juno 30, 1968).

Your committee believes that a taxpayer should not have to pay
social security contributions on income that he cannot have credited
for social security benefits. Accordingly, your committee's bill would
provide that, for self-employed persons who report their income on a
fiscal year basis, the increase in the base from $7,800 to $9,000 that
would occur under the bill would be effective for contribution purposes
for fiscal years beginning in 1971, the calendar year in which the in-
crease in the base is effective, rather than for fiscal years ending in
1971, as would be the case if past practice were followed. Under this
change no fiscal year taxpayer would have to pay social security con-
tributions on income that he could not have credited for social security
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benefits. On the other hand, he could not start having more than
$7,800 a year counted toward his benefits until his fiscal year begins
sometime after Jauary 1, 1971, the date on which the increase in the
base to $9,000 becomes effective generally.

IV. ACTUARIAL COST ESTIMATES UNDER THE BILL

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

(a) Summary of actuarial cost estimates
The old-age, survivors, and disability insurance system, as modified

by your committee's bill, has an estimated cost for benefit payments
and administrative expenses that is closely in balance with con-
tribution 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 shows an actuarial balance of — 0.12 percent of taxable
payroll under the intermediate-cost estimate. This is, of course, close
to an exact balance, especially considering that a range of varia-
tion is necessarily present in the long-range actuarial cost estimates
and, further, that rounded tax rates are used in actual practice. Ac-
cordingly, the old-age and survivors insurance program, as it would
be changed by your committee's bill, is actuarially sound.

The separate disability insurance trust fund, established under the
1956 act, shows exact actuarial balance under the provisions that
would be in effect after enactment of your committee's bill, because
the contribution rates allocated to this fund are exactly the same as the
cost of the disability benefits, based on the intermediate-cost estimate.
Accordingly, the disability insurance program, as it would be modified
by your committee's bill, is actuarially sound.

(b) Financing policy
(1) Contribution rate schedule for old-age, survivors, and dis-

ability insurance in Hi?. 17550
The contribution schedule for old-age, survivors, and disability in-

surance contained in your committee's bill, as to the combined em-
ployer-employee rate, is lower than that under present law by 0.8
percent in 1971—72, and by 1.6 percent in .1973—74, is the same in 1975—
79, and is 1.0 percent higher in 1980 and after. The maximum earnings
base to which these tax rates are applie4 is $9,000 per year for 1971
and after under your committee's bill as compared with $7,800 under
present law. These tax schedules are as follows:

IPercenti

Calendar year

Combined employer-employee
rate

Present law HR. 17550

Self-employe

Present law

d rate

H.R. 17550

1970
1971—72

1975-79
1980 and after

8.4
9.2

10.0
10.0
10.0

8.4
8.4
8.4
10.0
11.0

6.3
6.9
7.0
7.0
7.0

6.3
6.3
6.3
7.0
7. 0
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The allocated rates to the two trust funds that are applicable to the
combined employer-employee contribution rate for your committee's
bill, as compared with present law, are as follows:

IPercenti

Old-age and survivors insurance

Calendar year Present law HR. 17550

Disability insurance

Present law HR. 17550

1970
1971—72
1973—74
1975—79
1980 and after

1.3
8.1
8.9
8.9
8.9

1.30
1.50
7.50
8.95
9.85

1.1
1.1
1.1
1.1
1.1

1.10
.90
.90

1.05
1.15

The corresponding allocated rates for the self-employed contribu-
tion rate are as follows:

IPercenti

Old-age and survivors
insurance Disability insurance

Present Present
law HR. 17550Calendar year law

1970
1971—72
1973—74
1975—79
1980 and after

5.475 5.4750
6.075 5.6250
6.175 5.6250
6.175 6.2125
6.175 6.1375

0.825 0.8250
.825 .6750
.825 .6750
.825 .7875
.825 .8625

It should be remembered that the workers and employers con-
tribute a combined, rounded rate for the two programs (old-age and
survivors insurance and disability insurance), and not the above com-
plex fractional rates separately. Such fractional rates are merely used
by the Treasury Department to divide up the aggregate tax receipts
between the two trust funds.

The schedule of allocation rates for the disability insurance trust
fund in your committee's bill has been obtained in the following
manner. For the combined employer-employee tax, the total rate for
both old-age and survivors insurance and disability insurance was
multiplied by the ratio of the level-cost of the disability insurance
program (1.10 percent of taxable payroll) to the level-cost for both
programs combined (10.51 percent of taxable payroll), and the result
rounded to the nearest 0.05 percent. The allocation rate for the self-
employed tax for disability insurance was then computed at 75 per-
cent of the allocation rate for the combined employer-employee tax.

The allocation rates for the old-age and survivors insurance trust
fund were obtained by merely subtracting the allocation rates for
the disability insurance trust fund from the appropriate total tax
rates.

() Self-supporting nature of system
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 stated the belief that the program should
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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 sub-
sequent amendments. The Congress has very strongly believed that the
tax schedule in the law should make the system self-supporting as
nearly as can be foreseen and thus actuarially sound.

(S) Actuarial soiwidiiess of system
The concept of actuarial soundness as it applies to the old-age, sur-

vivors, 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 con-
nection 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, is not a necessary basis for a
national compulsory social insurance system and, moreover, is fre-
quent.ly not the case for well-administered private pen on plans, which
may not, as of the present time, have funded all the liability for prior
service benefits.

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 quest.ion 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 over the long-range
period considered in the actuarial valuation. Thus, the concept of "un-
funded accrued liability" does not by any means have the same signifi-
cance 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 contributions from new entrants to the system in the
future and on paying benefits to this group during the period consid-
ered in the valuation. The additional assets and liabilities must be con-
sidered in order to determine whether the system is in actuarial
balance.

Accordingly, it may be said that the old-age, survivors,, and disa-
bility insurance program is actuarially sound if it is in actuarial
balance. This will be the case if the estimated future income from
contributions and from interest earnings on the accumulated trust
fund investments will, over the long-range 'period considered in the
valuation, support the disbursement-s for benefits and administrative
expenses. Obviously, future experience may be expected to vary from
the actuarial cost estimates made now. Nonetheless, the intent that
the system be self-supporting (and 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.

Your committee believes that it is a matter for concern if the old-age
survivors, and disability insurance system shows any significant actu-
arial insufficiency. Traditionally, since 1905 (when the cost estimates
were first made on a 75-year basis),the view has been held that., if such
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actuarial insufficiency has been no greater than 0.10 percent of payroll,
it is at the point where it is within the limits of permissible variation.

Furthermore, traditionally when there has been an actuarial insuffi-
ciency exceeding the limits indicated, any subsequent liberalizations
in benefit provisions were fully financed by appropriate changes in
the tax schedule or through raising the earnings base, and at the same
time the actuarial status of the program was improved.

The changes provided in your committee's bill are in close conformity
with these financing principles.
(c) Basic assuntions for cost estimates

(1) General basis for long-range 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. Estimates 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 widely and yet be reasonable.

The long-range cost estimates (shown for 1980 and after) have usu-
ally been 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. It has not been possible, in the time available,
to prepare such range estimates, but rather only an intermediate-cost
estimate, which is used to indicate the basis for the financing provisions.
This estimate is based on assumptions that are intended to represent
close to full employment, with average annual earnings at about the
level prevailing in 1970. The use of 1970 average earnings results in
conservatism in the estimate since the trend is expected to be an increase
in average earnings in future years (as will be discussed subsequently
in item 5). In 1971, the aggregate amount of earnings taxable under
the program with the proposed $9,000 earnings base is estimated at
$469 billion. Of course, for future years the total taxable earnings are
estimated to increase, because there will be larger numbers of covered
workers.

The cost estimates are extended beyond the year 2000, since the aged
population itself cannot mature by then. The reason for this is that
the number of births in the 1930's was very low as compared with both
prior and subsequent experience. As a result, there will be a. dip in the
relative proportion of the aged from 1995 to about 2015, which would
tend to result in low benefit costs for the old-age, survivors, and dis-
ability insurance system. during that period. For this reason the yetr
2000 is by no means a typical ultimate year insofar as costs ae
concerned.

() Measurement of costs in relation to taxable payroll
In general, the costs are shown as percentages of taxable 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

44—345 O—70—--—6
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payroll will decrease. As an illustration of the foregoing points, con-
sider an individual who has covered earnings at a rate of $400 per
month. Under your committee's bill such an individual would have a
primary insurance amount of $185.60. If his earnings rate should be
50 percent higher (i.e. $600), his primary insurance amount would be
$246.40. Under these conditions, the contributions payable with respect
to his earnings would increase by 50 percent, but his benefit rate would
increase by only 33 percent. Or to put it another way, when his earn-
ings rate was $400 per month, his primary insurance amount repre-
sented 46.4 percent of his earnings, whereas, when his earnings in-
creased to $600 per month, his primary insurance amount relative to
his earnings decreased to 41.1 percent.

(8) General ba.sis for sl.ort-ravge cost estimates
The short-range cost estimates (shown for the individual years

1970—75) are not presented on a. range basis since—assuming a con-
tinuation of present economic conditions—it is believed that the
demographic factors involved (such as mortality, fertility, retirement
rates, etc.) can be reasonably closely forecast, so that only a single
estimate is' necessary. A gradual rise in the earnings level in the
future ('about 4—5 percent per yea.r), somewhat below that which has
occurred in the past few years, is assumed. As a result of this assump-
tion, contribution income is somewhat higher than if level earnings
were assumed, while benefit outgo is only slightly affected.

The cost estimates have, in general, been prepared on the basis of the
same assumptions and methodology a.s those contained in the 1970
Annual Report. of the Board of Trustees (H. Doc. No. 91—295).

(4) Level-cost coiicept
An important measure of long-range cost is the level-equivalent

contribution rate required to support the system for the next 75 years
(including not only meeting the benefit costs and administrative.
expenses, but also the maintenance of a reasonable 'contingency fund
during the period, which 'at the end of the period amounts to 1 year's
disbursements), based on discounting at interest.. If such a level rate
were adopted, relatively large accumulations in the trust funds would
result, and in consequence there 'would be a 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 is a valuable cost concept., especially in comparing various l)ossible
alternative plans and provisions, since it takes into account. the heavy
deferred benefit costs.

(5) Future earflings a.ssumptio'ns
The long-range estimates for the old-age, survivors, and disability

insurance program are based on level-earnings assumptions, under
which earnings levels of covered workers by age and sex 'will continue
over the next 75 years at. the levels estimated to be experienced in 1970.
This does not. mean covered payrolls are assumed to be the same each
year; rather, they will rise steadily as the covered 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 bene-
fits are adjusted upward so that the annual costs relative to payroll will
remain the same as now estimated for the preseit system, then the
increased dollar out.go resulting will offset the increased dollar income.
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This is an important reason for considering costs relative to payroll
rather than in dollars.

It should be noted that estimated 1970 earnings levels are used in the
long-range cost estimates, even though the experience for the year is not.
yet completed. It. is believed that this is appropriate procedure (under
t.he accompanying assumption that the earnings base will be increased
at. times in the future to keep up to date with increases in the general
level of earnings) for evaluating the costs of proposed benefit increases
which will become effective after the currentyear.

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 old-age, survivors, and disability
insurance program in relation to payroll is a very important safety
factor iii the financial operations of this system. The financing of
the system is based essentially on ,the intermediate-cost estimate,
along with the assumption of level earnings; if experience follows
high-cost assumptions, additional financing will be necessary. How-
ever, if covered earnings increase in the future as in the past, the
resulting reduction in the cost of the program (expressed as a percent-
age of taxable payroll) will more than offset the higher cost arising
under experience following a high-cost estimate. If the latter condition
prevails, the reduction in the relative cost. of the program coming from
rising earnings levels can be used to maintain t.he 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).
However, 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 of such increases.

If benefits are adjusted currently to. keep pace fully with risingearn-
ings as they occur, t.he year-by-year costs as a percentage of payroll
would be unaffected. If benefits are increased in this manner, the
level-cost of the program would be higher than now estimated, since
under such circumstances, the relative importance of the interest re-
ceipts of the trust funds would gradually diminish with the l)assage
of time. If earnings and benefit levels 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
]arge a proportion of the benefit costs as would be anticipated if the
earnings level had not risen.

(6) Ii terrelatioii.liip wit/i. railroad retireme'n t system
An important element affecting old-age, survivors, and disabihit.y

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-
aiice 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
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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 reimbursements
from the railroad retirement system will be somewhat smaller than the
net additional benefits paid on the basis of railroad earnings.

(7) Reiimhnrsement for costs of pre-1957 military service wage
credits

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 for persons in
military service before 1957. These financing provisions were modified
by the 1965 amendments. The cost estimates contained here reflect. the
effect of these reimbursements (which are included as contributions),
based on the assumption that the required appropriations will be made
in the futnre in accordance with the relevant, provisions of the law
These reimbursements are intended to be made on the basis of a con-
stant annual amount (as determined by the Secretary of Health, Edu-
cation, and Welfare) for each trust fund payable over the period tip
to the year 2015 (with such amount subject to adjustment every 5
years).

In actual practice, the Secretary of Health, Education, and 'Welfare
determined initially that the annual amount for the three trust funds
involved (old-age and survivors insurance, disability insurance, and
hospital insurance) was $120 million: However, the Budget Document
of the United States has contained requests for appropriations for only
$105 million and, to date, the appropriations have been made by the
Congress on that basis.

(8) Rein birsemen.t for costs of additional post-1956 military
service wage credits

JTnder your committee's bill, individuals in active military service
during 1957—B7 will receive additional wage credits in excess of their
cash pay (but within the maximum creditable earnings base) in recog-
nition of their remuneration that is payable in kind (e.g., quarters and
meals). These additional credits are at the rate of $100 pet. month.
(Such credits for military service after 1967 is provided in present
law—as a result of the 1967 amendments.) The 'additional costs that
arice from these credits are to be 'financed from general revenues on an
"actual disbursements cost" basis, with reimbursement. to the trust
funds on as prompt a 'basis as possible (and with interest adjustments
to make up for any delay due to the time needed to make the necessary
actuarial calculations from sample data and for the necessary appro-
priations to be made).

In many instances, the availability of these additional wage credits
will not result in 'additional benefits because the individual will have
maximum credited earnings without them or because the year in which
such credits are granted will be a drop-out year in the computation of
his averwe monthly wage. In the immediate-future years, the cost of
these additional credits to the general fu'id will be relatively small
(only about $35 million a year) since there will be relatively few cases
arising, almost all due to death and disability.
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(d) Actuaiai balance of p1ogram in past years
(1) Aetnarial balance of program after enactment of 1967 act 1

The changes made by the 1967 amendments involved an increased
cost that was fiifly met by the accompanying changes in the financing
provisions (namely, an increase in the contribution rates in '1973 and
after and an increase in the earnings base). After an increase in the
allocation to the disability insurance system, both that portion of the
program and the old-age 'and survivors insurance portion were
estimated to be in close actuarial balance.

In 1968 the cost estimates were completely revised, based on the
availability of new operating data. The new estimates showed signifi-
cantly lower costs. The actuarial balance of the old-age, survivors, and
disability insurance program increased from + 0.01 percent of tax-
able payroll to + 0.53 percent of taxable payroll. The factors con-
tributing to lower costs were as follows: (1) use of 1968 earnings
assumption (instead of 1966 earnings) + 0.33 percent; (2) use of
41/4 perceit interest assumption (instead of 33/4 percent), + 0.11 per-
cent; (3) use of higher female labor force participation ra.tes, + 0.06
percent; and (4) ot'her factors, + 0.02 percent.

Then, in 19&9, another complete revision of'the actuarial cost estiT
mates was made. The estimated cost of the program was again signifi-
cantly reduced. The actuarial balance of t'he old-age survivors, and
disability insurance program was thereby increased from the figure
of + 0.53 percent of taxable payroll according to the 1968 estimate to
+ 1.16 percent of taxable payroll. The factors contributing to lower
costs were as follows: (1) use of 1969 earnings assumption (instead
of 1968 earnings), +0.22 percent; (2) use of 43/4-percent interest
assumption (instead of 41/4 percent), + 0.11 percent; (3) use of higher
labor force participation rates, for both men and women, + 0.23 per-
cent; and (4) other factors, + 0.07 percent.

() Actuarial balance of program after enactment of 1969 act
According to the cost estimates for the 1967 act made iii 1969, there

was a very favorable actuarial balance for the combined old-age sur-
vivors, and disability insurance system, but that there was a deficit of
0.01 percent of taxable payroll for the disability insurance portion, and
a favorable balance of 1.17 percent of taxable payroll for the old-age
and survivors insurance portion.

Under the i69 act, the benefit changes made were financed by utiliz-
ing the existing favorable actuarial balance, without any increases in
the contribution rates and the earnings base. Accordingly, since the
disability insurance system was in such close actuarial balance under
the then-existing law, it. was necessary to increase the portion of t.he
combined contributions which were allocated to it, so isto finance the
cost of the 15-percent benefit increase. Under the new allocation basis,
both the old-age and survivors insurance system and the disability
insurance system were in close actuarial balance.

(3) Actuarial balanee of program under HI?. 17550
Table I traces through the change in the actuarial balance of the

system from its situation under present 'law, according to the latest
estimate, to that under your committee's bill, by type of major changes
involved, determined as of January 1, 1970.

'For details of the actuarial balance of the program before the enactment of the 1967
act, see page 83, H. Rept. 544, 90th Cong.
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TABLE 1.—CHANGES IN ACTUARIAL BALANCE OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM.

EXPRESSED IN TERMS OF ESTIMATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, BY TYPE OF CHANGE,

INTERMEDIATE-COST ESTIMATE, PRESENT LAW AND H.R. 17550

(Percentj

Item

Old-age and
survivors
insurance

•

Disability
insurance

Total
system

Actuarial balance of present system —0.08 0.00 —0.08

Effect of using 1970 earnings
Increase in earnings base
Age—62 computation point for men
Earnings test changes
Widows benefits sf100 percent of PIA at 65
Elimination of actuarial reduction when shifting from one benfit to another.
Miscellaneous changes
Benefit increase sf5 percent
Revised contribution schedule

+. 25
+. 20
—.12
—. 10
—.24
—. 10
—. 01
—.43
+51

+. 03
+. 03

(I)
(1)
(2)
(t)

—. 01
—.05

.00

+. 28
+. 23
—.12
—. 10
—.24
—.10
—. 02
—.48
+. 51

Total effect of changes in bill
Actuarial balance under bill

—.04
—. 12

.00

.00
—.04
—.12

I Less than 0.005 percent.
2 Not applicable to this program.
3 Includes the following: child's benefits for children disabled at ages 181021; workmen's compensation offset based on

100 percent of ''average current earnings" as masimum; elimination of support requirement for divorced wife's and
widow's benefits; reduced widower's benefits at age 60, and liberalization of insured status requirements for disability
benefits with respect to blind persons.

The changes made by your committee's bill would maintain the
sound actuarial position of the old-age, survivors, and disability in-
surance system. The estimated actuarial balance of —0.12 percent of
taxable payroll is not quite inside the established limit within which
the system is considered substantially in actuarial balance (i.e. —0.10
j)ercent of taxable payroll), but your committee believes that this
small difference will readily be made up when the actuarial valuation
•is made in the latter part of 1971, when data on 1971 earnings become
available.

It should be emphasized that in 1950 and in subsequent amend-
ments, the Congress did not recommend that the 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
such a level rate. Nonetheless, 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 an equivalent level tax rate. This fund will be invested in Gov-
ernment securities (just as is also the case for the trust funds of the
civil service retirement, railroad retirement, national service life in-
suiance, and U.S. Government life insurance systems). The resulting
interest income will help to bear part of the higher benefit. costs of
the future.
(e) Level-costs of benefit payments, by type

The level-cost, of the old-age and survivors insurance benefit pay-
ments (without considering administrative expenses, the railroad re-
tirement financial interchange, and the effect of interest earnings on
the existing trust fund) under the 1969 act, according to the latest
intermediate-cost estimate, is 8.90 percent of taxable payroll, and the
corresponding figure for t.he program as it would be modified by your
committee's bill is 9.43 percent. The corresponding figures for the dis-
ability benefits are 1.10 percent for the 1969 act and also 1.10 percent
for your committee's bill.
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Table II presents the benefit costs for the old-age, survivors, and
disability insurance system as it would be after enactment of your
committee's bill, separately for each of the various types of benefits.

TABLE Il—ESTIMATED LEVEL-COST OF BENEFIT PAYMENTS, ADMINISTRATIVE EXPENSES, AND INTEREST
EARNINGS ON EXISTING TRUST FUND UNDER THE OLD-AGE, SURVI VORS, AND DISABILITY INSURANCE SYSTEM,

AFTER ENACTMENT OF COMMITTEE BILL, AS PERCENTAGE OF TAXABLE PAYROLL,' BY TYPE OF BENEFIT,
INTERMEDIATE-COST ESTIMATE

IPercenti

Item

Old-age and
survivors
insurance

Disability
insurance

Primary benefits 6.45 0_go
Wife's and husband's benefits .50 06
Widow's and widower's benefits
Parent's benefits
Child's benefits

1. 54
.01
.73

(2)
(2)
14

Mother's benefits
Lump-sum death payments

Total benefits

13
.07

(2)
(2)

9.43 1.10
Administrative expenses .13 .04
Railroad retirement financial interchange .09 .00
Interest on existing trust fund' —.24 —.04

Net total level-cost 9.41 1.10

'Including adjustment to reflect the Inwer contribution rate no self-employment income and on tips, ax compared with
Ihe cnmbined employer-emplnyee rate.

2 This lype nf benefit is nut payable under this program.
3 This ilem includes reimbursement fur additional cast of nnncnntributory credit for military service and is taken as an

offse tin the benefit and administrative expense cnsts.

(f) Income and outgo in neai' future
IJnder your committee's bill, benefit disbursements under the old-

age, survivors, and disability insurance system will increase, over pres-
ent law, by about $3.9 billion for the first full year of operation of these
changes.

The contribution income for the old-age, survivors, and disability
system for 1971 is about $1.3 billion lower under your committee's bill
than under present law (as a result of the tax rate under t.he bill being
lower than under present law—which more than offsets the effect of
the higher maximum taxable earnings base) - However, when the con-
ti'ibution income for the old-age, survivors, and disability insurance
system and the hospital insurance system are considered in combina-
tion, the contribution income for 1971 is $2.7 billion more under your
committee's bill than under present law (due to the effect of the higher
earnings base, since the combined employer-employee contribution rate
for the two programs considered in combination is unchanged—
although the self-employed contribution rate for the two programs
combined is slightly lower).

Under the )t'ogra1 as modified by your committee's bill, according
to this estimate, the old-age and survivor's trust fund will increase
slowly during 1970—74, rising from $32.1 billion at the end of 1970
to $38.3 billion at the end of 1974, or at a rate of $1—2 billion per year.
Then, in 1075, when the contribution rates increase sharply (the corn-
l)ifled employei'-ernployee rate going from 8.4 l)eicent to 10.0 percent).
the titist fund increases by $10.4 billion ; such large increases will also
occilt- in the years immediately following 1975. The ti'ust fund balance
at the end of the year during tile period 1970—74 closely approximates
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1 year's outgo for ben'efit payments. Table III presents these short-
range estimates.

TABLE 111.—PROGRESS OF OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, SHORT-RANGE ESTIMATE

tin millionsi

Railroad
retirement

.

Contribu-
Calendar year finns

Benefit
payments

Adminis- financial
trative inter-

espenses changeS
Interest on

fund I

Balance in
fund at end

of year 3

Actual data:
1951 $3,367
1952 3,819
1953 3,945
1954 5,163
1955 5,713
1956 6,172
1957 6,825
1958 7,566
1959 8,052
1960 10,866
1961 11,285
1962 12,059
1963 14,541
1964 15,689
1965 16,017
1966 20,658
1967 23, 216
1968 24,101
1969 28,389

Estimated data (short-range estimate), committee bill:
19704 30,440
1971 34,133
1972 36,269
1973 37,833
1974 39, 574
1975 48,630

$1,885
2,194
3,006
3,670
4,968
5.715
7,347
8,327
9,842

10,677
11,862
13,356
14,217
14,914
16,737
18,267
19, 468
22,643
24,210

28,799
33,632
35,263
36,525
37, 827
39,156

$81
88
88
92 —$21

119 —7
132 —5
162 —2
194 124
184 282
203 318
239 332
256 361
281 423
296 403
328 436
256 444
406 508
476 438
474 491

503 523
597 562
571 679
598 732
625 730
650 731

$417
365
414
447
454
526
556
552
532
516
548
526
521
569
593
644
818
939

1,165

1,396
1,491
1,583
1,705
1,928
2,303

$15,540
17,442
18,707
20,576
21,663
22,519
22,393
21,864
20,141
20,324
19,725
18,337
18,480
19,125
18,235
20,570
24, 222
25,704
30,082

32,093
32,926
34,265
35,948
38, 268
48,664

I An interest rate of 4.75 percent is used in determining the level costs, under the intermediate-cost tong-range estimates,
but in dev&oping the progress of the trust fund a varying rate in the early years has been used.

2 A vgative figure indicates payment to the trust fund from the railroad retirement account, and a positive figure indi-
cates the reverse.

3 Not 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 br
1957 and thereafter.

4 Estimated data for present law.

Note: Contributions include reimbursement for additional cost of noncontributory credit for military service and for
the special benefits payable to certain noninsured persons aged 72 or over.

The 'disability inSurance trust fund is estimated to increase by about
$0.8 billion 'in 1971 under your committee's bill, and by somewhat
largei- amounts each year thereaftei- for the next few years. The bal -
aiice in the disability insurance trust fund, under your committee's
bill, would increase from $6.3 billion at the end of 1971 to $9.0 billion
at the end of 1974, and then to $10.9 billion at the end of 1975. The
trust fund balance at the end of the year during the period 1970—74
closely approximates 2 years' outgo for benefit payments. Table IV
presents these short-range estimates.
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TABLE IV.—PROGRESS OF DISABILITY INSURANCE TRUST FUND, SHORT-RANGE ESTIMATE

tIn millionsj

Railroad
• retirement Balance

Adminis- financial in fund
Contri- Benefit trative inter- Interest at end

Calendar year butions payments expenses change' on fund 2 of year

Actual data:
1957 $702 $57 $3 $7 $649

1958
1959

966
891

249
457

12
50 —$22

25
40

1,379
1,825

1960
1961
1962
1963
1964
1965
1966
1967
1968
1969

1,010
1,038
1,045
1,099
1,154
1,188
2,022
2,302
3,348
3615

568
887

1,105
1,210
1,309
1.573
1,784
1,950
2,311
2,557

36
64
66
68
79
90

137
109
127
138

—5
5

11

20
19
24
25
31
20
21

.53
66
68
66
64
59
58
78

106
177

2,289
2,437
2,368
2235
2,047
1,606
1,739
2,029
3,025
4,100

Estimated data (short-range estimate),
committee bill:

19703
1971
1972
1973
1974
1975

4,468
4,154
4,324
4,517
4,731
5,716

3,093
3,480
3,674
3,824
3,971
4,113

169
184
182
192
199
208

18
17
24
30
30
30

259
321
361
411
469
547

5,547
6,341
7,146
8,028
9,028

10,940

IA negative figure indicates payment to the trust fund from the railroad retirement account, and a positive figure indi-
cates the reverse.

2 An interest rate of 4.75 percent in used in determining the level-costs under the intermediate-cost long-range estimates
but in developing the progress of the trust fund a varying rate in the early years has been used.

3 Estimated data for present law.

Note: Contributions include reimbursement for additional cost of nnncontributory credit for military service.

(g) Long-range operations of OASI trust fund
Table V gives the estimated operations of the old-age and survivors

insurance trust fund under the progra.m as it would be changed by
your committee's bill for the long-range future, based on the inter-
mediate-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 nearly all of
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.

In every year after 1969 for the next 25 years, contribution income
under the system as it would be modified by your committee's bill is
estimated to exceed old-age and survivors insurance benefit disburse-
ments. Even after the benefit-outgo curve rises ahead of the contribu-
tion-income curve, the trust fund 'will nonetheless continue to increase
because of the effect of interest earnings (which more than meet the
administrative expense disbursements and any financial interchangés
with the railroad retirement program). As a result, this trust fund
is estimated to grow steadily under the intermediate long-range cost
estimate (with a level-earnings assumption), reaching $69 billion in
1980 and about $188 billion at the end of this century. The trust fund
is shown as being exhausted in about 65 years, which results from the
small lack of actuarial balance, as indicated previously.
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TABLE V—ESTIMATED PROGRESS OF OLD-AGE AND SURVIVORS INSURANCE TRUST FUND UNDER SYSTEM AS
MODIFIED BY HR. 17550, LONG-RANGE INTERMEDIATE-COST ESTIMATE

tIn miIIionsJ

Calendar year Contributions
Benefit

payments I

Adminis-
trative

expenses
Interest on

fond

Balance in
fund at

end of year

1980
1985
1990
1995

$51,515
54, 149
58,248
62,723

$44,215
51, 198
58,464
64,633

$674
728
783
831

$2,755
4,639
5,987

$68,841
108, 462
137,324

2000
2025
2040

67,758
88,162

101,283

68,556
114,090
132,683

868
1,276
1,470

7,038
8,275

10,873
(2)

160,256
188,462
237,590

(2)

'Includes effect of financial interchange with railroad retirement system.
2 Fund exhausted in 2035.

Note: Contributions include reimbursement for additional cost of noncontributory credit for military service before
1957. No account stakes in this table of the outgo for the special benefits payable to certain noninsored persons aged 72
or over or for the additional benefits payable on the basis of noncontributory credit for military service after 1955—or of
the corresponding reimbursement therefor, which inexactly counterbalancing from a long-range cost standpoint.

(h) Long-range operatio'ns of DI trust fund
The disability insurance trust fund, under the program as it would

be changed by your committee's bill, grows slowly but steadily after
1969, according to the intermediate long-range cost estimate, as shown
by table VI. in 1980, it is shown as being $15 billion, while in 1990,
the corresponding figure is $28 billion. There is a small excess of con-
tribution income over benefit disbursements for every year after 1969
for the next 25 years.

TABLE Vl.—ESTIMATED PROGRESS OF DISABILITY INSURANCE TRUST FUND UNDER SYSTEM AS MODIFIED BY
HR. 17550, LONG-RANGE INTERMEDIATE-COST ESTIMATE

un millionsj

Calendar year Contributions
Benefit

payments I
Administra-

tive expenses
Interest
on fund

Balance in
fond at end

of year

1980
1985

$6, 072
6465

$5, 058
5877

$190
199

$618
938

$14, 578

1990
1995

6,882
7,412

6,519
7,293

210
227

1,251
21,455
28,313

2000
2025
2040

8,012
10,390
11,933

8,345
12,118
14,235

257
369
434

1,581
1,899
2,182
2,109

35,532
42,420
48,279
46,575

'Includes effect of financial interchange provision with railroad retirement system.

Note: Contributions include reimbursement for additional cost of noncontributory credit for military service before 1957.
No account is taken in this table of the outgo for the additional benefits payable on the basis of noncontnibutory credit for
military service after 1956—or of the corresponding reimbursement theretor, which is exactly counterbalancing from a
long-range cost standpoint.

Table VII shows the estimated costs of the old-age and survivors
insurance benefits and of the disability insurance benefits under the
program as it would be changed by your committee's bill as a pet-
centage of taxable payroll for various future years, through the year
2040, and also the level-costs of the two programs.
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TABLE VII.—ESTIMATED COST OF BENEFIT PAYMENTS OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

SYSTEM AS PERCENT OF TAXABLE PAYROLL,' UNDER SYSTEM AS MODIFIED BY COMMITTEE BILL

Old-age and
survivors
insurance

Disability
insurance Total

Calendar year benefits benefits benefits

1980 8.32 0.96 9.28
1985 9.09 1.05 10.14
1990 9.78 1.10 10.88
1995 10.07 1.14 11.21
2000 9.91 1.21 11.12
2025 12.71 1.35 14.06
2040 12.87 1.38 14.25
Level-cost2 9.41 1.10 10.51

Taking into account the lower contribution rate fur self-employment income and tips, as compared with the combined
employer-employee rate.

2 Level contribution rate, at an interest rate of 4.75 percent benefits after 1969 taking into account interest on the trust
fund on December 31, 1969, future administrative eopenses, the railroad retirement financial interchange provisions,
and the reimbursement of noncostributory military-wage-credits cost.

B. ACTUARIAL COST ESTIMATES FOR THE HOSPITAL INSURANCE SYSTEM

(a) Summary of actuarial cost estimates
The hospital insurance system, as modified by your committee's bill,

has an estimated cost for benefit payments and administrative expenses
that is in close long-range balance with contribut.ion income. It is rec-
ognized that tile preparation of cost estimates for hospitalization and
related benefits is much more difficult and is much more subject to
variation than cost estimates for the cash benefits of the old-age, sur-
vivors, and disability insurance system. This is so not only because the
hospital insurance l)rOgraln is relatively new, with little past operating
experience, but also because of the greater number of variable factors
involved in a service-benefit program than in a cash-benefit one. How-
ever, your committee believes that the present. cost estimates are made
under reasonable assumptions with respect to all foreseeable factors.

New long-range actuarial cost estimates for the hospital insurance
system have recently been prepared. They show 'a significantly higher
benefit cost than the previous estimates, 'which were used as the basis
for the 1967 amendments.

These new cost estimates are based on revised assumptions as to the
many factors involved in the hospital insurance program. Based on
actual recent experience, the assumptions include higher unit costs in
the future for hospital and other services covered by the program, an
increasing trend in utilization of services, and somewhat higher
increases in covered earnings that are subject to contributions. A
detailed presentation of the new assumptions is contained in "Actuarial
Study No. 71," issued by the Social Security Administration, Depart-
ment of Health, Education, and Welfare, but some information on
these matters is presented in tile subsequent discussion here.
(b) Financing oiicy

(1) Finaiwing basis of TIl?. 17550
The contribution schedule contained in your committee's bill for the

hospital insurance program, under a $9,000 taxable earnings base
beginning in 1971, is as follows, as compared with that of present law:
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IPercenti

Combined employer-employee
rate

Present

Self-employ ed rate

Present
Calendar year law HR. 17550 law HR. 17550

1970 1.2 1.2 0.60 0.6
1971—72 1.2 2.0 .60 1.0
1973—75 1.3 2.0 .65 1.0
1976—79 1.4 2.0 .70 1.0
1980—86 1.6 2.0 .80 1.0
1987 and after 1. 8 2. 0 . 90 1. 0

Your committee's bill has not 'changed the benefit protection pro-
vided by the hospital insurance program. 1-lowever, the bill does con-
tain a number of provisions whicli are intended to reduce the cost of
the program. Among these I)rovisions are the elimination of payments
to certain ptoiders of services who have abused the program, the him-
tation of the payments to certain providers of services who furnish
services which are determined to be unduly CXI)ellSi ye, certain 1 imita-
tions on financial participation for sup)o1"ting unnecessary capita]
expenditures, the 1)OSsibility of increased economy under 'prospective-
reimbursement experiments and demonstration projects, the limitation
of reimbursement to customary dharges in certain instances when these
are less than reasonable cost, and the requirement of reasonable insti-
tutional planning. No recognition of the effect of t'hese cost-reduction
changes has been made in the actuarial cost estimates, because it is not
possible to quantify them; 'accordingly, any savings resulting repre-
sents a small safety margin in the cost estimates.

An important change made by your committee's bill would permit
individuals to obtain their medicare coverage (both hospital insurance
and supplementary medical insurance) through a health maintenance
organization (a group practice prepayment. plan or other capitation
plan). In such instances, the medicare program would pay for such
coverage on 'a capitation basis determined by 'actuarial methods, but
not to exceed 9i percent of the amount that, according' to actuarial
estimates (which would take into 'account. such factors as 'age and sex
of the enrollees, geographical location 'of the organization, and se-
lection and enrollment. rules of the organization), would otherwise
have been payable with respect to such p sons if they had not been
members of such organizations.

No valid experience under the medicare program is available for
the purpose of making any cost estimates of the effect of this provision.
To the extent that adequate actuarial analysis can be made in the
future as to the actual operation of these health maintenance brganiza-
tions, there could be a significant reduction in the long-run cost of the
medicare program.

In the early years of operation, however, there might be slightly
increased program costs, because the relatively few organizations of
this type now in existence are being reimbursed only their actual costs.
whereas under the provisions of your committee's bill, they would, in
the future, be reimbursed somewhat more than costs (although possi-
bly less than would have been paid with respect to the participating
individuals if they had not belonged to such an organization). On the
other hand, if such organizations can supply the covered services at
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a lower cost than what would otherwise prevail, then in the future, if
more of these organizations are formed, there could be a significant
net savings to the program. Accordingly, the actuarial cost estimates
have not been modified to reflect the possible cost aspects of this pro-
vis.ion for a different reimbursement basis for health maintenance
organizations.

Your committee's bill also contains a provision that would eliminate
payments under the medicare program for services covered by the Fed-
eral employees health benefits plan, beginning in 1972, unless such
plan is modified to make available coverage supplementary to that
under the medicare program. For the purposes of the actuarial cost es-
timates, no account is taken of any possible redurtion in benefit pay-
ments under the medicare program on this account., because of the like-
lihood that such modification will occur.

Your committee's bill provides an opportunity for persons who are
not otherwise eligible under the hospital insurance program to enroll,
on a voluntary basis, and then to pay the estimated full cost of the
benefit prQtection thus made available. Such voluntary elective indi-
vidual coverage can also be obtained by States and other organizations
on a group basis for their retired employees aged 65 and over who are
not otherwise protected under the hospital insurance program.

The actuarial cost estimates presented in this report. do not take into
account the effect. of this provision for voluntary coverage of otherwise
ineligible persons, since it is not possible to estimate how many of the
approximately 250,000 pe us eligible to so elect will actually do so
of these 250,000 persons, about. 145,000 arc covered under the Federal
Employees Health Benefits plan and so are unlikely to elect, the volun-
tary hospital insurance under the bill. Thus, approximately 100,000
persons are really potentially eligible to elect. Furthermore, if the
premium rate, which has been actuarially estimated at $27 per month
for the first 1½ years of operation, is adequate, there will be no net
effect on the financial operations of the total program. In any event,
whether or not. such experience is favorable, there will be relatively
little effect on the financial operations of the program, because of the
small number of persons likely to be involved.

The hospita.l insurance program is completely separate from the
old-age, survivors, and disability insurance system in several ways,
although the earnings base is the same under both programs. First.
the schedules of tax rates for old-age, survivors, and disability insur-
ance and for hospital insurance are in separate subsections of the
Internal Revenue Code. (unlike the situation for old-age and survivors
insurance as compared with disability insurance, where there is a
single tax rate for both programs, but an allocation thereof into two
portions). Seco'nd, the hospital insurance program has a separate trust
fund (as is also the case for old-age and survivors insurance and for
disability insurance) and, in addition, has a separate Board o.f Trustees
from that of the old-age, survivors, and disability insurance system.
Third, income tax withholding statements (forms W—2) show the
pronortion of the total contribution for old-age, survivors, and dis-
ability insurance and for hospital insurance that is with respect to the
latter. Fourth, the hospital insurance program covers railroad em-
nloyees directly in the same manner as other covered workers, and their
benefit payments are paid directly from this trust fund (rather than
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directly or indirectly through the railroad retirement system), whereas
these employees are not covered by old-age, survivors, and disability
insurance (except indirectly through the financial interchange pro-
visions). Fifth, the financing basis for the hospital insurance system
is determined under a different approach than that used for the old-
age, survivors, and disability insurance system, refiectng the different
natures of the two programs (by assuming rising earnings levels and
rising hospitalization costs in future years, instead of level-earnings
assumptions and by making the estimates for a 25-year period rather
than a 75-year one). Sixth, the contribution rate for self-employed
persons is the same as for employees, whereas under old-age, survivors,
and disability insurance, the self-employed pay 50 percent more at
the present time.

() Self-sup po?'Ung 'iature of system
Just as has always been the case in connection with the old-age,

survivors, and disability insurance system, your committee has very
carefully considered the cost aspects of the present hospital insurance
system and proposed changes therein. In the same manner, your com-
mittee believes that. this program should be completely self-supporting
from the contributions of covered individuals and employers (the
transitional uninsured group covered by this program have their bene-
fits, and the resulting administrative expenses, completely financed
from general revenues). Accordingly, your committee very strongly
believes that the tax schedule in the law should make the hospital insur-
ance system self-supporting over the long range as nearly as can be
foreseen, and thus actuarially sound.

(3) Actuarial soundness of system
The concept of actuarial soundness as it applies to the hospital

insurance system is somewhat similar to that concept as it applies to
the aId-age, survivors, and disability insurance system (see discussion
of this topic in another section), but there are important differences.

One major difference in this concept as it applies between the two
different systems is that cost estimates for the hospital insurance pro-
gram should desirably be made over a period of only 25 years in the
future, rather than 75 years as in connection with the old-age, survivors,
and disability insurance program. A shorter period for the hospital
insurance program is necessary because of the greater difficulty in
making forecast assumptions for a service benefit than for a cash bene-
fit. Although there is reasonable likelihood that the number of benefi-
ciaries aged 65 and over will tend to increase over the next 75 years
when measured relative to covered population (so that a period of this
length is both necessary and desirable for studying the cost of the cash
benefits under the old-age, survivors, and disability insurance pro-
gram), it is far more difficult, to make reasonable assumptions as to the
trends of medical care costs and practices for more than 25 years in the
future.

It seems desirable to your committee that the hospital insurance pro-
gram should be in close actuarial balance. In order to accomplish this
result, your committee has revised the contribution schedule to meet
this requirement, according to the underlying cost estimates.
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(c) Hospitalization data and assumptions
(1) Past nwreases in hospital costs a'nd in earrtings

Table A presents a summary comparison of the annual increases in
hospital costs and the corresponding increases in wages that have oc-
curred since 1955 and up through 1969.

TABLE A—COMPARISON OF ANNUAL INCREASES IN HOSPITAL COSTS AND IN EARNINGS

(Percenti

Increase over previous year

Average
wages in

covered
employment I

Average
daily

hospitalization
costs 2

Calendar year

1956 5•7 45
1957 5•5 77
1958 3.3 8.6
1959 3.3 6.8
1960 4.3 6.8
1961 3.1 8.5
1962 4.2 5.3
1963 2.4 5.6
1964 3.1 6.9
1965 1.6 7.0
1966 4.4 8.3
1967 6.3 12.3
1968 7.0 13.5
1969 6.0 314.0
Average for 1956—65
Average for 1966—69

3.6
5.9

6.8
12.0

I Data are for calendar years (based on esperience in 1st quarter of year).
2 Data are for fiscal years ending in September01 year shown. Data are from American Hospital Association, and "hos-

pitalization costs" represents total hospital expense per patient day.
3 Preliminary estimate made by Social Security Administration.

The annual increases in earnings are based on those in covered em-
ployment under the old-age, survivors, and disability insurance system
as indicated 'by first quarter taxable wages, which 'by 'and large are not
affected 'by the maximum taxable earnings base. The data on increases
in hospital costs are based on a series of average daily expense per
patient day (including not only room and board, but also other inpa-
tient charges and other expenditures of hospitals) prepared by the
American Hospital Association.

The annual increases in earnings fluctuated somewhat over the period
up through 1965, although there were not very large deviations from
the average annual rate of 3.6 percent; no upward or downward trend
over the period is discernible. The annual increases in hospital costs
likewise fluctuated from year to year during this period, around the
average annual rate of 6.8 'percent.

During the period 1955—65, hospital costs increased at a faster rate
titan earnings. The differential 'between these two rates of increase fluc-
tuated widely, being as high as somewhat more than 5 percent in some
years and as low as a negative differential of about 1 percent in 1956
(with the next lowest differential being a positive one of about 1 per-
cent. in 1962). Over the entire 10-year period, the differential between
the average annual rate of increase in hospital costs over the average
annual rate of increase in earnings was 3.2 percent.

Following 1965, however, both earnings and hospital costs have
risen sharply, the former at a rate of about 6 percent per year and
the latter at about 12 percent per year. Thus, the differential rate
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of increase of hospital costs as against earnings was about 6 percent
per year during 1966—69, as compared with 3 percent in the precedmg
decade. Or, to put it another way, in the past 15 years, hospital costs
have increased at. double the rate that earnings in general have. No
change in this relationship is evident currently, so that relatively high
increases in hospital costs seem likely in at least the next few years.

Your committee was advised by the Department of Health, Educa-
tion, and 'Welfare that, in the future, after the next few years, earnings
are estimated to increase at a rate of about 4 percent per year. It is
much more difficult to predict what the corresponding increase in hos-
pital costs will be.

(2) Effect on cost esti'mates of ri.sinqhospital costs
A major consideration in making cost estimates for hospital bene-

fits, then, is how long and to what extent the tendency of hospital costs
to rise more rapidly than the general earnings level will continue in
the future, and whether or not it may, in the long run, be counter-
balanced by a trend in the opposite direction. Some factors to consider
are the relatively low wages of hospital employees (which have been
rapidly "catching up" with the general level of wages and obviously
may be expected to "catch up" completely at some future date, rather
than to increase indefinitely at a more rapid rate than wages gen-
erally) and the development of new medical techniques and pro-
cedures, with resultant increased expense.

In connection with this latter factor, there are possible counterbal-
ancing factors. The higher costs involved for more refined and exten-
sive treatments may be offset by the development of out-of-hospital
facilities, shorter durations of hospitalization, and less expense for
subsequent curative treatments as a result of preventive measures.
Also, it is possible that at some time in the future, the productivity
of hospital personnel will increase significantly as the result. of changes
in the organization of hospital services or for other reasons, so that, as
in other fields of economic activity, the general wage level might in-
crease more rapidly than hospitalization prices in the long run.

Perhaps the major consideration in making actuarial cost estimates
for hospital benefits is that—unlike the situation in regard to cost
estimates for monthly cash benefits, where the result is the opposite—
an unfavorable cost result is shown when total earnings levels rise,
unless the financing provisions of the system are kept up to date (inso-
far as the maximum taxable earnings base is concerned). The reason
for this result is that hospital costs rise at least at the same rate over
the long run as the total earnings level, whereas the contribution in-
come rises less rapidly, unless the earnings base is kept U to date,
than the total eariiings level.

For these reasons, the cost estimates were previously based on the
assumption that both hospital costs and the general level of earnings
will increase in the future for the entire 25-year period considered,
while at the same time the earnings base will not change. The present
cost estimates no longer assume that the maximum taxable earnings
base will not change, but rather that it will be kept. up to date, by
peridic legislative revisions, with changes in the general level of
earnings; such situation has been the case for the last two decades, and
it seems reasonable that it will continue in the future.
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Your committee believes that such a less conservative assumption,
resulting in a reduced safety margin, is now justifiable and proper.
Initially, such a safety factor was needed when there was no firm indi-
cation of what the actual near-future experience would be. Now, good
data are available as to the actual current experience, and so such a
margin is no longer necessary if adequately reasonable assumptions
are adopted as to future trends of unit costs of services 'and of utiliza-
tion of services. Quite obviously, if the earnings base is not changed in
the future to keep it up to date in this manner, and if the actual expe-
rience develops in line with the assumptions made in the actuarial cost
estimates, then higher contribution rates than now provided under
your committee's 'bill would be necessary.

The fact that the cost-sharing provisions (the initial hospital de-
ductible and the coinsurance features) are on a dynamic basis which
varies with hospital costs is taken into account as not requiring a higher
cost estimate than would be needed if static conditions were assumed.

(3) Assnnvpti.ons as to relative trends of hospital costs and earn-
ings wade rlying cost estimate for 11.1?. 17650

As indicated previously, your committee very strongly believes that
the financing basis of the hospital insurance program should be
developed on a conservative basis. For t.he reasons brought out, the
cost estimates should not be developed on a level-earnings basis, but
rather they should assume dynamic conditions as to both earnings
levels and hospitalization costs. Accordingly, it seems appropriate
to make cost projections for only 25 years in the future and to develop
the financing necessary for only this period (but with a resulting trust
fund balance at the end of the period equal to about 1 year's disburse-
ments). Although the trend of beneficiaries aged 65 and over relative
to the working population will undoubtedly move in an upward direc-
tion after 25 years from now, it. seems impossible to predict what the
trend of medical costs and what hospital-utilization and medical-prac-
tice trends will be in the distant future.

The assumptions as to the short-term trend of hospital costs for the
cost estimates presented here are shown in table B.

Table B.—Assunipt ions as to future rates of increase in. hospital costs

Rate of increase
Calendar year: (in percent)

1969 15. 0
1970 14. 0
1971 13. 0
1972 11.5
1973 10. 0
1974 8. 5
1975 7. 0
1976 6. 0
1977 5.0
1978 and after 4. 0

(4)' Assumptio'ns as to hospital 'utihi2ation rates uiiderlying cost
estimates for IJ.R. 17550

The hospital utilization assumptions for the cost estimates in this
report are founded øn the hypothesis that current practices in this
field will not change even more in the future than past experience

44—345 O—70——.—7



90

has indicated. In other words, no account is taken of the possibility
that there will be a drastic change in philosophy as to the best medical
l)ractices, so as, for example, to utilize in-hospital care to a much
greater extent than is now the case.

The hospital utilization rates used for the cost estimates for your
committee's bill are based on the actual experience of the program in
1968, with assumed increases of 1 to 2 percent per year for the next
decade.

(5) Assumptions as to hospital per diem rates underlying cost
estimates for NJ?. 17550

The average daily hospital reimbursement rate by the program for
1968 (i.e. not including the cost-sharing payments made by the bene-
ficiaries) was about $48. This was projected for future years in the
manner described previously.
(d) Results of cost estimates

(1) Summary of cost estimate forll.R. 17550
The level-cost of the benefits and administrative expenses under

present law is estimated 'at. 2.06 l)ercent of taxable payroll under the
assumption that the earnings base will 'be changed, after 1970, to keep
up to date with the general level of earnings (as the increase to $9,000
in 1971 in your committee's bill does). Such level-cost would be 2.79
percent of taxable payroll if it were assumed that the earnings base
would remain fixed at $7,80() over the entire 25-year valuation period—
the assumption underlying pre\ious actuarial evaluation of the
l)rOgram.

Under the rising-earnings-base assumption, the level-equivalent of
the graded contribution schedule under present law is 1.56 Percent of
taxable payroll and the level-equivalent value of the existing trust
fund is 0.02 percent of taxable payroll, so that there is a lack of actu-
arial balance under present law, usingthe revised estimates of hospital
cost trends and the other revised cost factors, amounting to 0.48 per-
cent of taxable l)aYL'oll. Under the assumption that the earnings base
remains level in the future at the $7,800 amount. specified in present
law (the assumption which has heretofore been made in setting the
contribution schedule), the level-equivalent, of the contribution sched-
tile is 1.52 percent. of taxable payroll, and the level-equivalent of the
existing trust, fund is 0.03 percent of taxable payroll, so that then the
actuarial balance would be — 1.24 perceit. of taxable l)aYtoli.

TThder your committee's bill, there would be additional financing
for the program, both through the increase in the earnings base to
$9,000, effective in 1971, and through increasing the rates in t.he con-
tribution schedule. Thus, the new contribution schedule (which has a
level-equivalent, value of 1.98 l)ercent of taxal)le payroll) would, under
the current 'cost estimate, adequately finance the program, whose ac-
tuarial balance would then be —0.06 l)ercent of taxable payroll.

Table C traces through the actuarial balance of the hospital insur-
ance system from its situation under present law, according to the
latest estimate, to that. under your committee's bill, determined as of
January 1, 1970.
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TABLE C—CHANGES IN ACTUARIAL BALANCE OF HOSPITAL INSURANCE SYSTEM, EXPRESSED IN TERMS OF
ESTIMATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, INTERMEDIATE-COST ESTIMATE, PRESENT
LAW AND HR. 17550

(Percenti

Item

Level-castor level-equivalent

Contributions
Benefit

paymentsl
Existing

trust lund
Actuarial

balance

Present law, level $7,800 earnings base 1.52 2.79 0.03 —1.24
Present law, increasing earnings base2_. 1.56 2.06 .02 —.48
Committee bill, increasing earnings bases 1.98 2.06 02 —06

'Including alsu the administrative expenses.
The cost estimate is made snder the assumptins that the maximum taxable earnings base will be kept up to date

after 1970, sn that approximately the same prnportinn of the total payrull in covered employment will be tasable as was
the case under the $7,800 base in 1968. This would produce a base ot $9,000 in 1971 (as in your committees bill) and,
under the assumptions made as In future changes in earnings levels, $10,200 in 1973 (it changed then), and similarly
$10,800 in 1975, $12,000 in 1977, etc., to $22,200 in 1993.

The cost, for the I)CFSOIIS who are l)ianketed-in for the hospital 'and
related benefits is met. from tite general fund of the Treasury (with
the financial transactions involved paSSing thorough the hospital
insurance trust. fund). Tue costs so involved, along with the financial
transactions, al-c not. included in the pi'ecediiig cost analysis, although
they are shown iii floe following discussion of the Progoess of the hos-
J)ital insurance trust. fund. A later portion of this section. discusses
these costs for the blanketed-rn group.

(2) Fttui'e opei'atwii.'' of /tosjnta/ Ht.s-u,-(Hlce trust fund
Table I) shows the est.iniatecl operation of the hospital insurance

ti-tist. fund under 1)l'esellt law (assuniing no change in the $7,800 earn-
ings (base) , wit tie table E gives similar figures for your committee's
bill (under the assumption that the $.9,00() earnings base effective in
1971 will he kept up to chute, with rising eariuings levels in the future).

hider l)reselit law, outgo exceeds income for e.very year after 1969.
As a result, the trust fund is shown as being exhausted in mid-1972.
According to this estimate, under your committee's bill the balance
ito the ti-ust fund would grow steadily in the future, increasing from
about. $.2 billion at the end of 1970 to $14.2 billion 5 years later; over
the long range, the trust fund would build up steadily, i-eaching a Peak
of $3 billion in 19S5 and then decreasing to $1LR billion in 1994 (at
wit ichi time it repi-esents somewhat less than 6 months' benefit outgo).
The reason for the decrease in the trust-fund balance in the last decade
of tile 2t5-y.eai- valuation 1)eriod and for the fund at the end of the
pei'iocl l)eing less than 1 year's outgo is that the actuarial balance of the
system is a small riegati ye amount If the experience were to follow
exactly the underlying assumptions in the cost estimate, a small amount
of additional financing would ultimately be necessary.
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TABLE 0.—ESTIMATED PROGRESS OF HI TRUST FUND UNDER PRESENT FINANCING PROVISIONS, INCURRED

BASIS

tIn milhonsl

Cnntnibu-
Calendar year tinns I

Government
payment for
uninsured 2

Benefit
payments

Adminis-
trative

expenses
Interest

on tund 3
Net

income
Fond at

end ot year

1970 $4,973 $618 $5,820 $140 $139 —$230 $2,183
1971 5,231 656 6,894 150 101 —1,056 1,127
1972 5,482 685 8,031 161 8 —2,017 (4)

Includes payments from general fund for military service wage credits.
Cost for benefit Fayrrxnts and accorrpanying administrative expenses fur uninsured persons for each fiscal year is

assumed lobe paid to the trust fund in the middle of the fircal year (i.e., at the end of the corresponding calendar year).
Over the lur. range, a 5-percent rate is assumed, with a somewhat higher rate in the early years.

4 Fund exhausted in 1972.

Note: Fund balance at beginning of 1970 is $2,413 million as an incurred basis (as compared with $2,505 million on
a cash basis).

TABLE E.-—ESTIMATED PROGRESS OF HI TRUST FUND UNDER FINANCING PROVISIONS OF COMMITTEE BILL

UNDER BASIS OF EARNINGS BASE BEING KEPT UP TO DATE WITH INCREASES IN EARNINGS,' INCURRED BASIS

(In millioas(

.. Government
payment

S

Adminis-

Calendar year
Contribu-

lions 2
for

uninsured
Benefit

payments
tralive

enpenses
Interest

on fund 4
- Net
Income

Fund at
end of year

1970
1971
1972
1973
1974

$4,973
9,252
9,728

10,721
11,224

$618
656
685
701
701

$5,820
6,894
8,031
9,204

10,383

$140
150
161
172
183

$139
226
389
534
657

—$230
3,090
2,610
2,580
2,016

$2,183
5,273
7,883

10,463
12,479

1975 11,997 688 11,477 195 753 1,766 14,245
1980
1985
1990
1994

15,978
20,860
26,812
32,249

490
282
116

45

16,138
21,462
28,586
35,500

260
345
457
560

1,024
1,109
1,029

749

1,094
444

—1,086
—3,017

20,371
22,955
20,552
13,842

'Maximum taxable earnings base would be $7,800 in 1970, $9,000 in 1971—72, $10,200 in 1973—74, $10,800 in 1975—76,
$12,000 in 1977—78, increasing ultimately to $22,200 in 1993—94. Combined employer-employee contribution schedule
would be 1.2 percent for 1970, and 2.0 percent for 1971 and after.

2 Includes payment from general fund for military service wage credits,
3 Cust for benefit payments and accompanying administrative espenses for uninsured persons for each fiscal year is

assumed to be paid to the trust fund in the nsiddle of the fiscal year (i.e., at the end of the corresponding calendar year).
4 Over the long range, a 5-percent rate is assumed, with a somewhat higher rate in the early years.

(3) (Jo,s't estimate for li.ospita7 benefits' for nonin.s'tired persons
pa.d from genel'((i funds

Hospital and related benefits are provided not. only for beneficiaries
of the old-age, survivors, and disability iflSurallce system and the
railroad retirement system, but. also on a free" basis for most. other
persons who were aged 65 and over in 1966 (and for many of t.hose
'attaining this age in the next. few years) who are not insured under
either of these two social insurance systems. The exceptions tre non-
insured persons who. are active and retired Federal employees who are
eligible (or litd the opportunity of being eligible) for similar 1)E'OteC-
tion under the Federal Employees Health Benefits Art. of 1959 or who
are short-residence aliens.

lTiicler present law, peisons meeting such conditions who attain age
6iS before 1968 (Illalify for the hospital benefits regardless of whether
they have had any covered employment, in the 1)ast, while those attain-
ing age 65 after 1967 must have some such coverage to qualify—name-
ly, (lualters of coverage (which can be acquired at any time after
1936) for each year elapsing after 1966 and before the year of attain-
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iiient of age (iS (e.g., 3 qurters of coverage for attainment of age 65 in
1968, 6 quarters for 1969, etc.). This transitional i)roviSioI "washes
out' under pieselit law for men attaining age 65 in 1975 and for women
attaining age 65 in 1974, since the fully-insured-status i'cquirenieiit for
monthly benefits for such categories is then nogreater than the special'-
insured status requirement.

Under your committee's bit], these requirements for noninsiirecl men
would "wash out" at the same time as for women (due to the "age-62
coniplitatLon point for meli" provision in your committee's bill).

The benefits for the noninsured group who receive hospital inSiiiauce
benefits on a "ftee" basis is to 'be paid from the hospital insurance
trust fimd, but with financial reimbursement therefor from the
general fund of the Treasury on a current basis, or with al)prOpriate
interest adjustment. The estimated cost to. the general, fund of the
Treasury for the' hospital and related benefits for this noninsuied
groul.) (including the applicable additional administrative expenses)
for various future years is sliowii in Table E. The estiiuaed cost to the
general fund of 'the Treasury for the closed group involved increases
slowly to a peak of about $700 million per year in l97l—74 and then
decreases steadily thereafter. Offsetting, in large pa1t, the decline in
the numi)er of eligibles blanketed-in are the factors, the increasing
hosiital utilization per capita 'as 'the average age of the grOut) rises and
the increasing hospital costs in future years.

The. foregoing discussion and cost estimates dlO not include the non-
insured 1)eio who, under the 1)rovisiofls of your committee's bill, can
voluntarily buy into the hospital program on the basis of their paying
the estimated full costs involved.

C . CT[TABL\L (051' ESTIMATES FOR THE SUPPLEMENTAL MEI)ICAL
TNSURANCE SYSTEM

(a) A'i1m1na'y of actuarial cost estimates
Your committee's bill has broadened slightly the benefit protection

provided by the supplementary medical insurance program. The only
such changes that are significant. from a cost standpoint are the pro-
vision of certain limited physical therapy services provided in the office
of the physical thleral)JSt. or in the patient's home which are not under
the supervision of an institutional provider of services and making the
deductible and coinsurance pro7io1 inapplicable to the professional
component of services performed by certain teaching physicians in
hospitals.

Your committee's bill also contains a number of provisions which
are intended to reduce the cost of the supplementary medical insur-
ance program. Among these provisions are the establishment of limits
on prevailing charge levels (using the 75th percentile for fiscal yeal
1971 and adjusting the levels thereafter by means of an appropriate
economic index), tightening up the reimbursement 1)rovisions for
teaching physicians who furnish inpatient services, and several prvi-
sions eliminating l)ty1ne1ts to certain providers of services who have
abused the program and limiting the payments to certain providers
of services who furnish services which are determined to be unduly
expensive.

No account is taken in the actuarial cost estimates for the supple-
mentary medical insurance program of the provisions of your commit-
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tee's bill that provide for medicare coverage to be obtained from health
niaiiitenance Organizations or for medicare benefits to be withheld
(after 1971) if l)eflefits are piyilde to tli lildividual l11i(ler the Fed-
eral employees health benefits plan, unless such plan is coordinated with
medicare. 'rue reasons for not considering such provIsions are given in
the section dealing with the actuarial cost estimates for the hospital
insurance system.

The cost effects of these changes will be recognized by the Secretary
of llealth, Education, 'and Welfare in his determination of the stand-
arci premnun rate for fiscal ear 1972, which in accordance with the
proisions of present. law will be pionuiilgated in December 1970.
(h) Fmaacm.q policy

(I) AS'elf-.s'uppotinq nat,,i'e of .s?Jstem
Coverage under su pplementaiy medical iisurance can be voluntarily

elected, on an mdi vidual basis, by virtually all persons aged (i. and
over iii the I 'iiited States. This program is intended to be COifl)letCly
self-sI1)porting from the premiums of enrolled individuals and from
the equal—match ing (olItlibiltious from the general fund of the Treas—
IIIV. ioi time initial period, .1 uly 196(3 through I )ecember 1967, the

)remui i nil rate was (Stal)I isbed by law at. $3 per month, so thu at. time total
Income of t I e. svsteni r art i ci pant tier U ion ti i was $6. Persons who
(10 imot. elect. to (Olile into time system at as ea Ely 1 time as possible gen—
mmliv ha vp to pay a Inglier premium iate. Time standard monthly pn—
miunu rate. is now adjusted annually by prommnilgation of the Secretary
of Health, Education, and Welfare (using approprate actuarial
muietliods ) , so as to reflect the expected experience. on an incurred—cost,
basis, including an allowance for 'a margin for contingencies. All finan-
cial operations for this program are handled through a separate fumid,
the sUl)plelflentary medical insurance trust fund.

() Actuarial sOU?id'lmess of System
The. concept of actuarial soundness for t.he old-age, survivors, and

(lisa.bilit.y insurance system and for the 'hospital insurance system is
somewhat. different than that for the supplementary medica.l insurance
program. Iii essence, the last system is on a "current cost" financing
basis, iat.hei than on a "long-range cost." financing basis. The situa-
tions are essentially different because the financial Support of the
sup)lementary medical insurance system comes from a premium rate
that. is subject. to 'change from time to time, in accordance with the
experience actually developing and with the experience anticipated in
the near future. The actuarial soundness of time supplementary
medical insurance program, therefore, 'depends only upon the "short-
term" premium rates being adequate to meet, on ;mn accrua.l basis, the
benefit payments and administrative expenses over the period for
which they are established (including the 'acc.umulatioii and mainte-
nance of a. 'contingency fund).
(c) Results of cost estimates

Your committee's bill makes a number of changes in the provisions
of the supplementary medical insurance program, of which some ex-
pand its scope whereas several I inuit the scope r reduce costs. The only
changes which have a significant cost effect are: (1) the elimination of
the cost-sharing for the professional component of inpatient services
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furnished by certain teaching physicians, effective on enactment; (2)
the provision of benefits for certain additional physical therapy serv-
ices, effective January 1, 1971; and (3) the establishment of limits on
prevailing charge levels, effective July 1, 1970.

No significant. cost effect is estimated for the higher reimburse-
ment basis for certain teaching physicians, because payments for some
of these services will be based on reasonable costs (rather than on
reasonable charges) under your commit te&s bill.

The liberalized physical therapy benefits are estimated to have a
cost of about. $.03 pci' month pci enrollee, or a total 'animal cost of
about $7 million.

The lower limits established for the prevailing charge levels are
estimated to reduce (osts by al)out 1 to pei'ceiit in the first, year of
operation, or by about $20 to $40 million in fiscal year 1971. It is not
possible to estimate the effect on in costs for subsequent years, be-
cause the 'appro)riate economic index has yet to be prescribed by the
Secretary of I teal thi, Eclucat ion, and Welfare.

The net effect of the changes that would be made by your commit-
tee's bill for the forthcoming l)IelTliuln period beginning •July 1, 1970
(for which a standard premium rate df $5.30 per month has been
promulgated by the Secretary of Health, Education, and Welfare)
is a net reduction in benefit costs of about $17 to $37 million, resulting
from an increased cost of $3 niillion for the additional physical therapy
benefits (which are available beginning January 1, 1971) and a dc-
creased cost of $2() to $40 million due to the lowet limits on prevailing
charge levels. As a result, the actuarial status of the program is
slightly improved, and the premniin iate will contain a somewhat
larger margin for contingencies.



V. SECTION-BY-SECTION ANALYSIS OF THE BILL

The first section contains the short title of the bill—the "Social
Security Amendments of 1970"—and the table of contents.

TITLE i—PROVISIONS RELATING TO OLD-AGE, SURVI-
VORS, AND DISABILITY INSURANCE

SECTION 101. INCREASE IN OLD-AGE, SURVIVORS, AND DISABILITY
INSIJRANCE BENEFITS

Section 101 of the bill provides a 1)eilefit increase of S percent,
eflective January 1, 1971, with new lnhlIinlltIII and maxiniuni benefit.
amounts.

Primary insurance amount; column IV of the revised benefit table
Section 101 (a) of the bill alnen(ls section 215(a) of the Social

Security Act to substitute a new table for the present benefit table.
The new table effectuates the benefit increase for people who are on
the benefit rolls irii to January 1971 and provides benefit amounts
higher thaii those under l)Iesent law for people who come on the benefit
rolls in or after that month. The new primary insurance amounts,
shown in column TV of the table, represent an increase of 5 Pelcent
over the primary insurance amounts provide(1 in 1)reselit law for
average monthly earnings tip to $650—the highest average monthly
earnings possible Iln(Ier l)IesetIt law. (The I)rillIary insurance amount is
the monthly benefit payable to a worker who retires at or after age 65
or to a disabled worker who had not previously been entitled to a reduced
old—age benefit; it is also the amount on which all other benefits are
based.)

An al)proxil-natjon of the benefits showii in tile nev benefit table
can be arrived at by taking 85.92 percent of the first $110 of average
monthly earnings, plus 31.25 percent of the next $290, 1)1115 29.20
percent of the next $150, pitis 34.32 percent of the next $100, J)llIs
20 Percent of the next $100. Benefits in the table in present law ap-
proximate 81.83 percent of the first $110 of average monthly earnings,
plus 29.76 l)ercent of the next $290, plus 27.81 percent of the next
$150, plus 32.69 percent of the next $100.

The primary insurance amounts provided by tile iiev table range
from a minimum of $67.20 for people whose average monthly earnings
are $76 or less to a maximum of $283 for l)eople who have average
monthly earnings of $750. Average monthly earnings as high as
$750 will become possible in the future under the $9,000 contribution
and benefit base which the bill (in sec. 120) i)rovides. The l)rirnary
insurance amounts of workers getting benefits based on present
law (i.e., workers who will not have the advantage of the increased
contribution and benefit base) are raised from $64 to $67.20 at the
minimum and from $250.70 to $263.30 at the maximum payable in
1971.

(96)
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The total monthly amount of benefits payable to a family on the
basis of a single earnings record, shown in column V of the table, is
1 3z times the worker's primary insurance amount up to the last point
(average monthly earnings of $267) at which 1 times the worker's
primary insurance amount is greater than 80 percent of the worker's
average monthly earnings. Above that point, the maximum family
benefit is equal to the sum of 80 percent of the worker's average
monthly earnings up to $436 (about 58 percent of the maximum pos-
sible average monthly earnings—$750 under a $9,000 contribution
and benefit base) j)lUS 40 percent of the worker's average monthly
earnings above $436. This formula produces, at the maximum possible
average monthly earnings of $750, a maximum family benefit of almost
two-thirds of the average monthly earnings. Under the bill, the
maximum amount of monthly benefits payable to a family will range
from $100.80 to $474.40.
Maximum family benefits for people already on the rolls

Section 101(b) of the bill amends section 203(a)(2) of the act to
assure an increase in family benefits for families with two or more
members who are entitled to benefits for January 1971 if at least one
of them was entitled to benefits in December 1970. Under the bill,
the total of benefits payable to such families may not be reduced to
le6s than the larger Of (1) the family maximum specified in column V
of the new table or (2) the sum of all the benefits of family members
on the benefit rolls in December 1970 computed under present law,
increased by 5 percent, and rounded to the next higher 10 cents if
not already a multiple of 10 cents. Without such a l)rovision, some
families now on the rolls could receive little or no increase in benefits.

Section 101(b) of the bill also contains a provision affecting the
amount of benefits for family members getting benefits in January
1971 on the basis of two or more earnings records. Under present
law, when children are entitled to benefits on the earnings records of
more than one worker, the total benefits payable to the family are
not reduced to less than the smaller of the sum of the maximum
family benefits payable on all the earnings records on which the
family members could be entitled or the highest family maximum
benefit shown in column V of the benefit table. Under the bill, in
cases in which the combined-family-maximum provisions (sec. 202(k)
(2) (A) of the act) are applicable, these provisions are applied before
the provisions of section 203(a) which guarantee every beneficiary
a 5-percent increase—that is, the provisions of the bill which guaran-
tee a 5-percent increase to each member of the family (described
above), are applied last. When the combined-family-maximum
cases in which the combined family maximum provisions (sec. 202(k)
(2) (A) of present law) are applicable, these provisions are applied
before the provisions of section 203(a) which guarantee every bene-
ficiary a 5-percent increase—that is, the provisions of the bill which
guarantee a 5-percent increase to each member of the family (de-
scribed above) are applied last. When the combined-family-maximum
provisions are applicable in the effective month of the benefit in-
crease, and later cease to apply because the benefits for the last
family member entitled on more than one earnings record are termi-
nated, the benefit amounts for the remaining family members, who
are entitled on a single earnings record, will be determined under
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section 203(a) (2), as amended by the bill, as if they 101(1 been getting
benefits based on only one earnings record in January 1971.
Average monthly earnings: column III of the rerised benefit table

Section 101(c) of the bill amends section 215(b) (4) of the act so
that column Iii of the new benefit table will be apj)licable only in the
case of an average monthly earnings computation for lI person (1) who
becomes entitled to old—age or disability insurance benefits iii or after
January 1971, or (2) who dies iii or after tint t month \VitiloIll; ii aving
been entitled to 01(1—age or (usability benefits, or (3) whose benefit, is
recomj)uted for mouths beginning with or after that nioiitlu.
Primary insurance amount under 11)6/) act; cohimn II of the rensed

benefit table
Section 101(d) of the bill amends section 215(c) of the act to provide

that a person who becomes entitle(l to 01(1—age 01 (liSability insurance
benefits before January 1971, or who dies before that niontli, will have
his primary inSurance amnomni t (letermnitle(l utoler the provisions (If
present law for purposes of column II of the revised table. Since
benefit amounts appearing in eoluunn 11 of the reVise(1 table vi11 be
converted to the new benefit ainoiuiits iii column 1V of that table,
the effect of this provision is that people already (In the rolls will have
their benefits converted to the higher primary iuisurahlce amount
appearing on the same line in coluni n IV of the new table. Under
present law, columnmi II of the benefit table shows the primary ihisurance
amounts iii effect prior to the Social Security Amendments of 1969,
and colunmn IV of the table shows the amounts to which tile primary
insurance amounts ill column II were converted as a result of those
amendments.
Effective date

Section 101(e) of tile bill provides that the benefit increases under
section 101 will be effective for monthly benefits for and after January
1971 and for lump-sum death payments where death occurs in or after
that month.
Special provision for conversion of a disability insnrance benefit to an

old-age insurance benefit
Section 101(f) of the bill is a special transitional posion which

applies to a person who is entitled to a disability insurance benefit for
December 1970 and who becomes entitled to old-age insurance benefits
(for example, by reason of attainment of age 65), or (lies, in January
1971, to make certain that his primary insurance amount is increased.
The general rule, provided in section 215(a) (4) of the act, that would
otherwise apply in this situation is that an individual who was en-
titled to a disability insurance benefit for the month before the
month for which he becomes entitled to an old-age insurance benefit.
will have as his primary insurance amount the amount in column IV of
the table that is equal to the primary insurance amount omi w'hich his
disability insurance benefit is based. In the above situation, the nidi—
vidual's disability insurance benefit, since it was derived from a pri-
mary insurance amount determined under present law, does riot have
any direct connection with column IV of the table included in the bill,
which contains the new benefit amounts; thus, the general rule cannot
be applied to him. Therefore, section 101(f) of the bill provides that his



primary insurance amount will be the amount in column IV of the
table on the same line as that on which, in column II, appears his
present primary insurance amount. (The primary insurance amount
be applied to him. Therefore, section 101(f) of the bill provides that his
disability insurance benefit under present law is based.)

SECTION 102. INCREASE IN BENEFITS FOR CERTAIN INDIVIDUALS AGE
72 AND OVER

Section 102 of the bill increases the amount of the special payments
made to certain peol)le age 72 and older who have never worked in
covered jobs or who have had less covered work than is needed to
qualify for the regular retirement benefits pf the program.

Section 102(a) of the bill amends section 227 of the Social Security
Act to increase from $46 to $48.30 the monthly amount payable to
transitionally insured workers and widows who qualify for special pay-
ments under section 227 on the basis of 3, 4, or 5 quarters of coverage.
(To qualify for regular retirement benefits, a worker has to have a
minimum of 6 quarters of coverage.) It also raises from $23 to $24.20
the amount l)ayable to the wives of men who qualify for benefits
under that section.

Section 102(b) of the bill amends section 228 of the act to increase
from $46 to $48.30 the monthly amount payable to people who qualify
under section 228 on the basis of no quarters of coverage, or of some
quarters of coverage but not enough to qualify for either regular
retirement benefits or payments to transitionally insured people, and
to increase from $23 to $24.20 the monthly amount payable to a wife
when both husband atid wife are entitled to benefits under that section.

Section 102(c) of the bill provides that these increases in the amounts
of the special payments vill be effective with respect to monthly pay-
ments for and after January 1971.

SECTION 103. INCREASED WIDOW'S AND WIDOWER'S INSURANCE
BENEFITS

Section 103 of the bill provides increased widow's and widower's
benefits for those who become entitled to such benefits after age 62.
A widow or widower who first becomes entitled to benefits at or after
age 65 can get a benefit equal to 100 percent of the l)rimary insur-
ance amount of the deceased worker. A widow's benefit amount is
to be actuarially reduced by 57/120 p month for each month for
which the benefit is paid before age 65, so that the benefit is 82.9
percent of the worker's primary insurance amount at age 62 and
71.5 percent at age 60.

Section 103(a)(1) of the bill amends section 202(e) of the Social
Security Act to change the amount of an unreduced widow's benefit
from 82 percent of the worker's primary insurance amount to 100
l)ercellt.

Section 103(a)(2) of the bill amends sectioii 202(e) of the act to
provide that reduced wife's benefits and mother's benefits will be
automatically converted to vidow's benefits at age 65 rather than at
age 62 so that a woman whose husband (lies while she is between
ages 62 and 65 can choose whether to take a reduced \vi(loWs benefit
or wait until age 65 and get a full widow's benefit. It also provides
that a disabled widow's benefit will be automatically converted to
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an aged widow's benefit at age 65 rather than at age 62 so that a
woman who recovers from a disability between ages 62 and 65 can
choose whether to apply for reduced aged widow's benefits or wait
until age 65..

Section 103(b)(1) of the bill amends setio•n 202(f) of the act to
change the amount of an unreduced widower's benefit from 82h per-
cent of the worker's primary insurance amount to 100 percent.

Section 103(b) (2) of the bill amends section 202(f) of the act to
provide that reduced husband's benefits will be automatically con-
verted to widower's benefits at age 65 rather than at age 62 so that a
man whose wife (lies while he is between ages 62 and 65 can choose
whether to take a reduced widower's benefit or wait until age 65 and
get a full widower's benefit.

Section 103(b)(3) amends section 202(f) of the act to provide that
a disabled widower's benefit will be automatically converted to an
aged widower's benefit at age 65 rather than at age 62 so that a man
who recovers from a disability between ages 62 and 65 can choose
whether to apply for reduced aged widower's benefits or wait until
age 65.

Section 103(c)(1) and section 103(c)(2) of the bill amend section
203 of the act to eliminate the application of the retirement test to
disabled widows and widowers until age 65 when the benefit based on
a disability is converted to an aged widow's or widower's benefit.

Section 103(d)(1) of the bill amends section 202(q)(1) of the act
to eliminate for widows and widowers the actuarial reduction factor of
% of I Percent per month from age 60 to 62 and to substitute a new
factor of 2o of 1 peicent from age 60 to 65. rrhis change in the actuarial
reduction factor for disabled widows arid widowers is made in
order to provide benefits between age 50 and 60 equal to those provided
under present law. rrhe benefit j)ayable at age 50 equals 50 percelit of
the deceased worker's I)rinhiIry insurance amount.

Section 103(d)(2) of the bill amends sectioti 202(q) (7) of the act to
revise (in the light of the other amendments made by section 103)
the description of the periods over which old-age, wife's, husband's,
widow's, and widower's benefits are actuarially reduced, and to
provide for a recomputation of benefits at age 62 and at age 65 to
rulj ust the number of months in the period over which benefits are
actuarially reduced. This adjustment is necessary to eliminate the
reduction for rnnths wheti actuarially reduced benefits were not re-
ceived—for example, when benefits were withheld because of earnings
frorir work. Under present law this recomputatiomi is only provided for
widows at age 62 and widowers at age 62 and for other beneficiaries
at age 65.

Section 103(d)(3) of the bill amends section 202(q)(9) of the act
to change the definition of retirement age for widows and widowers
to age 65 as is now the case for old-age, wife's, and husband's insur-
ance benefits.

Section 103(e)(1) of ti-re bill amends section 202(m) of the a.ct,
which provides (in paragraph (1)) that the benefit of a sole surviving
beneficiary will not be less than the minimum primary insurance
amount.

•Paragraph (2) of the amended section 202(m) deals specifically
with benefits for a sole surviving widow or widower; it provides that
such benefits when based upon an application filed between ages 62
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and 65 will not be less than the minimum benefit, and when based
upon an application filed between ages 60 and 62 will not be less than
the minimum benefit reduced by the amount by which it would be
reduced if the beneficiary had attained age 65 when he actually
attained or would attain age 62. The maximum reduction that would
apply to the minimum benefit in the latter case would be for 24 months.

Paragraph (3) of the amended section 202(m) provides that in
determining the amount of a disabled widow's or widower's benefit
when paragraph (2) applies, the amount of the reduction for months
between ages 50 and 60 will be, based on the person's actual age rather
than the fictitious age used in determining the reduction applicable
under paragraph (2). Thus the benefit for a 50-year-old disabled widow
will be either a benefit equal to her husband's primary insurance
amount reduced by 2o of 1 percent per month for the 60 months
between ages 60 and 65 and 4%4 of 1 jercent per month for the 120
months between ages 50 and 60 (as provided in section 202(q) (1) of
the act as amended by section 103(d) (1) of the bill) or the minimum
benefit reduced by 2o of 1 percent per month for the 120 months
between ages 50 and 60 based on the person's actual age, whichever is
larger.

Section 103(f) of the bill directs the Secretary to redetermine the
amount of the widow's and widower's benefits for those entitled in
December 1970 as if the amendments made by section 103 had been
available at the time of their initial entitlement; the redetermined
amounts are to be effective for January 1971.

Section 103(g) of the bill 1)rovides that family members entitled on
the same account as a widow or widower whose benefit is increased
under the amendments made by section 103 will not have their benefits
decreased as a result of the increase in the widow's or widower's
benefit.

Section 103(h) of the bill provides that these amendments will be
effective for monthly benefits beginning with January 1971.

SECTION 104. AGE-62 COMPUTATION POINT FOR r1EN

Section 104 of the bill provides for determining the number of years
to be used in figuring a man's insured status and the average monthly
earnings on which his benefits are based by taking into account only
the period up to age 62, as is the case for women, rather than up to age
65 as under present law.

Section 104(a) of the bill amends section 214(a)(1) of the Social
Security Act. to provide that benefit eligibility of a male worker will be
based on the number of years up to the year in which he attains age
62, rather than up to the year in which he attains age 65 as under
present law.

Section 104(b) of the bill amends section 215(b)(3) of the act to
provide that, in determining the number of years to be used in figuring
the average monthly earnings of a male worker, there will be taken
into account only years up to the year in which he attains age 62
rather than up to the year in which he attains age 65 as under present
law.

Section 104(c) of the bill provides that the primary insurance
amount of an insured individual who, prior to January 1971, becomes
entitled to an old-age insurance benefit, becomes entitled to a disability
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insurance benefit after the year in which he attains age 62, or dies in a
year after the year in which he attains age 62 will be recomputed using
earnings only up to age 62 rather than up to age 65.

Section 104(d) of the bill amends section 223(a)(2) of the act to
provide that the disability insurance benefit of a male worker will be
computed as though he attained age 62 in the first month of his waiting
period or, when the wraiting period is waived, the first month of his
entitlement to disability benefits. Elapsed years for the disability
benefit computation will not include the year he attains age 62 or any
year thereafter.

Section .104(e) of the bill amends section 223(c) (1) (A) of the act to
make the reference to a fully insured individual therein applicable
to any individual who had attained age 62 with no distinction be-
tween a man and a woman.

Sections 104(f) and (g) of the bill amend sections 227(a)(1) and
227(b) of the act to make conforming changes in the transitional
insured status provisions.

Section 104(h) of the bill amends sections 209(i), 213(a)(2) and
216(i) (3) (A) of the act to make certain references therein applicable
to an individual who attains age 62 with no distinction between a
man and a woman.

Section 104(h) of the bill amends sections 209(i), 213(a)(2), and
303(g) (1) of the Social Security Amendments of 1960 to provide that
the primary insurance amount of an individual age 62 before.1961 can
continue to be computed under the provisions of the act before the
amendments of 1960.

Section 104(j) of the bill amends section 3121(a) of the Internal
Revenue Code of 1954 to provide that wages for social security tax
purloses will not include any payment (other than sick or vacation
pay) made to an employee after the month in which he attains age 62
with no distinction between a man and a woman, if the employee did
not w-ork for the employer in the period for which the payment is made.

Section 104(k) of the bill (a saving clause) provides that, if the
monthly benefits of individuals entitled under section 202 or 223 of
the act are redetermined in accordance with section 104 of the bill,
the total benefits for the family will not be less than the amount to
which they were entitled in January 1971 plus the amount of the in-
crease in the insured individual's primary insurance amount.

Section 104(1) of the bill provides that these amendments will be
effective for monthly benefits beginning with January 1971 and for
lump-sum death payments in the case of insured individuals who die
after December 1970.

SECTION 105. ELECTION TO RECEIVE ACTUARIALLY REDUCED BENEFITS
IN ONE CATEGORY NOT TO BE APPLICABLE TO CERTAIN BENEFITS IN
OTHER CATEGORIES

Section 105 of the bill eliminates the provision in present law under
which a person who is eligible for both (1) an old-age insurance benefit
and (2) a wife's or husband's insurance benefit and who files for either
before age 65 is deemed to have filed for both. It also eliminates the
provision in present law under which a person who gets a reduced
benefit in one benefit category has any subsequent benefit he gets
reduced to take account of the fact that he got the first benefit early.
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Section 105(a)(1) of the bill amends section 202(q)(3)(A) of the
Social Security Act to provide that the methods of figuring a reduction
under section 202(q) (3) (B) (providing for reduced wife's or husband's
benefits to take account of the receipt of an actuarially reduced old-
age insurance benefit) or a reduction under section 202(q)(3)(C)
(providing for reduced wife's, husband's, widow's, or widower's
benefits to take account of the receipt of a reduced disability benefit)
will only apply if they provide a higher benefit than would be payable
if the receij)t of the reduced old-age insurance benefit in section
202(q) (3) (B) or of the disability insurance benefit in section 202(q) (3)
(C) were ignored. Present law will continue to be applied in cases where
it would produce a higher benefit.

Section 105(a) (2) of the bill amends section 202(q) (3) of the act by
striking out subparagraph (E) (providing for the reduction of an old-
age insurance benefit to take account of the prior receipt of a reduced
widow's or widower's benefit), subparagraph (F) (providing for the
reduction in a disability benefit beginning with or after age 62 to take
account of the receipt of a reduced widow's or widower's benefit), and
subparagraph (G) (providing for a similar reduction in a disability
benefit received before age 62). The effect of these changes is to elimi-
nate the reduction in an old-age insurance benefit or a disability insur-
ance benefit which would be made under present law to take account
of receipt of reduced widow's or widower's benefits.

Section 105(b) of the bill repeals section 202(r) of the act, which
provides that a person who is eligible in a given month for a benefit as a
retired worker and as a spouse is deemed to have filed for both if he
files for either.

Section 105(c) (1) (A) of the bill provides that (subject to the sub-
sequent lrovisions of section 105) the amendments made by section
105(a) will be effective with respect to benefits for and after the sixth
month after the month of enactment.

Section 105(c)(1)(B) of the bill provides that, in the case of a
ierson who was on the rolls before the sixth month after the month
of enactment, the amendments made by section 105(a) will be effective
only if the person files a written request, which must take the form
of a request for a redetermination of his benefit amount under section
105(c) (2) in the case .of a person who is simultaneously entitled to
two actuarially reduced benefits and who was deemed (or, except
for the fact that an application was filed, would have been deemed)
under section 202(r) of the act to have filed an application for the
second such benefit; in the latter case the, redetermination will apply
unless the person who filed the request refuses to accept it. If the
request is filed before the end of the sixth month after the fnonth of
enactment, the redetermination will be effective with respect to
benefits for months beginning with such sixth month; if the request
is not filed before the end of the sixth month after the month of
eiiactment the re(letermmation will be effective with respect to bene-
fits for and after the second month following the month in which
the request is filed.

Section 105(c)(1)(C) of the bill provides that section 105(b)
(eliminating tJe deemed filing provisions) will be effective on the
basis of applications filed on or after the date of enactment of the bill.

Section 105(c) (2) (A) of the bill provides that where a person entitled
to reduced benefits in the fifth month following the month of enact-
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ment was deemed (or, except for the fact that an application was filed,
would have been deemed) to have filed an application for benefits in
another category, and files a written request for a redetermination,
the Secretary vitl redetermine both benefits as though there had been
110 deemed filing requirement at the time the person applied for
benefits.

Section 105(c) (2) (B) of the bill provides the method for redeter-
mining benefits in cases where the person was (teemed (or, except for
the fact that he filed an aI)plication, would have been deemed) to
have filed for one of the benefits. The smaller benefit is assumed to
have been taken in the first month of the simultaneous entitlement.
The larger benefit is assumed to have been taken in the month in which
the redetermination is effective (or at age 65, if earlier). The amount
of total benefits actually receive(l prior to the effective month of the
redetermination vill be measured against the amount of. total benefits
which would have been receive(l if the amendments had always
beemn effect. The excess of the former (if any) over the latter will
be rec'overed to the extent and in the manner provided in section
105(c) (2) (C) and (E), discussed below.

Section 105(c) (2) (C) of the bill provides that an individual who
requests a redetermination vill be notified by the Secretary of the
amount of the benefits as redetermined, the amount of the excess to
be recovere(l, and the extent of the period over which recovery will
be made. The individual will have 30 (lays after notification is mailed
to reject the redetermination.

Section 105(c)(2)(D) of the bill provides that if the request for a
redetermination is filed before the end of the sixth month following the
month of enactment and the redetermination is not refused, it will be
effective with respect to benefits for and after the sixth month after
the month of enactment. If the request is filed after the sixth month
after the month of enactment and the redetermination is not refused,
it will be effective, with respect to benefits for and after the second
month after the month in which the redetermination is requested.

Section 105(c)(2)(E) of the bill provi(les that the Secretary will
recover any excess in benefits paid to a person to which a redeter-
mination applies only by withholding the amount of the monthly
increase in such person's benefits resulting from the amendment,
made by section 105 (a) and (b); the person can receive. no less in
total monthly benefits after the redetermination than he was receiving
before the redetermination was effective. (If the beneficiary dies
recovery will be considered complete, and no recovery will be made
from any benefit that is not increased as a result of this section or
these amendments).

Section 105(d) of the bill (a saving clause) prevents any reduction
in benefits for other members of a family when benefits are increased
under this section for someone getting benefits on the same earnings
record.

SECTION 106. LIBERALIZATION OF EARNINGS TEST

Section 106(a) of the bill amends paragraphs (1), (3), and (4)(B) of
section 203 (f) of the Social Security Act to increase the amount of
earnings a beneficiary may have in a year and still be paid full benefits
for the year. It also makes a conforming amendment in paragraph
(1)(A) of section 203(h) of the act, which requires beneficiaries to
report if their earnings exceed the permissible amount in a year.
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Paragraph (1) of the amended section 203(1) provides that, for
PUFI)OSCS of the retirement. test (the provision in the law under which
some or all benefits are withheld when a beneficiary under age 72 has
exceeded a specified amount of earnings), any earnings of a beneficiary
in excess of the amount he may earn and still get full benefits for the
year (the annual exempt amount) will not be charged to any month
in which he did not engage in self-employment and render services for
wages of more than $166.66% (instead of $140 as in present law). The
effect of this change is that regardless of a beneficiary's total earnings in
a year his beiwfits may not be withheld for any month in which he did
not have wages of more thaim $166.66% (and did not engage in self-
employment).

Paragraph (3) of the amended section 203(f) provides that a person's
"excess earnings" for any taxable year will be his earnings in excess
of $I66.66% (instead of $140 as in present law) times the number of
months in his taxable year. The effect of this change is that a bene-
ficiary will get benefit each month of a year if his earnings for the year
do not exceed $2,000 (instead of $1,680 as tinder 1)resent la\v), and
that the provision under which benefits are reduced by $1 for each $2
of the first $1,200 of excess earnings will apply to earnings between
$2,000 and $3,200 (instead of between $1,680 and $2,880).

Paragraph (4) (B) of the amended section 203(f) provides that in
determining whether a beneficiary earned more in a month than
$166.66% (instead of $140 as under present law) for purposes of
applying the monthly exemption under paragraph (1) of such section,
he will be presumed to have earned more than that amount until
it is shown to the satisfaction of the Secretary that he did not (10 50.

Paragraph (1)(A) of the amended section 203(h) requires a bene-
ficiary to report his earnings to the Secretary of Health, Education,
and Welfare whenever he has excess earnings as defined in the amended
section 203(f).

Section 106(b) of the bill provi(les that these amendments will be
effective for taxable years ending after December 1970.

SECTION 107. EXCLUSION OF CERTAIN EARNINGS IN YEAR OF
ATTAINING AGE 72

Section 107(a) Of the bill amends section 203(f)(3) of the Social
Security Act by adding a new clause (B) which provides that, in the
year in which an individual attains age 72, earnings in and after the
month in which he attains age 72 will not be counted in (leterminmg
his excess earnings for such year.

Section 107(b) provides that this change vilI be effective for taxable
years ending after December 1970.

SECTION 108. REDUCED BENEFITS FOR WIDOWERS AT AGE 60

Section 108 of the bill provides for actuarially reduced benefits for
nondisabled widowers as early as age 60, as is now the case for widows.
The benefit amount is to be reduced by 57/120 of 1 percent per month
for each month the benefit is taken before age 65. (See section 103 of
the bill explaining benefit amounts from age 62 to 65 as provided by
the bill.) The benefit amount at age 65 will equal 100 percent of the
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worker's primary insurance amount; at age 62 it will equal 82.9 percent
and at age 60 it will equal 71.5 l)erceilt.

Section 108(a) of the bill amends section 202(f) of the Social Secu-
rity Act to l)rOvide for widowers' benefits for nondisabled widowers
at age 60 as is now the case for widows.

Section ]08(b)(1) and section 108(b)(2) of the bill amend section
203(c) of the act to provide that the retirement test is inapplicable to
widowers betweeii age 60 and 65 only if they became entitled to benefits
before age 60 (i.e., on the basis of a (lisability) rather than before age
62 as tinder present law. This makes the application of the retirement
test to \Vi(lowers consistent with its apl)licatioil to widows.

Section 108(b) (3) of the bill amends section 222(b)(1) of the act to
provi(le for deductions from widowers' benefits for refusal to accept
rehabilitation services when the widower has not attaine(l age 60,
rather than if he has not attained age 62 as under present law, re-
flecting the fact that uiider these amendments nondisabled widowers'
benefits will be available as early as age 60.

Section 108(b) (4) of the bill amends section 222(d)(1)(D) of the act
to provide for funding of rehabilitation services for widowers entitled
before age 60, rather than age 62 as under present law, reflecting the
the fact that un(ler these amendments non(lisable(l widowers' benefits
vill be available as early as age 60.

Section 108(b) (5) of the bill amends section 225 of the act to provi(le
for the suspension of widowers' benefits before age 60, rather than
before age 62 as under present law, where the Secretary of Health,
Education, and Welfare has information indicating that the widower
has ceased to be tinder a disability, reflecting the availability of iton—
disabled widowers' benefits as early as age 60.

Section 108(c) of the bill provides that these amendments will be
effective for monthly benefits payable for months beginning with
January 1971.

ENTITLEMENT TO CHILD'S INSURANCE BENEFITS BASEJ) ON DISABILITY
WHICH BEGAN BETWEEN 18 AND 22

Section 109 of the bill provides child's insurance benfits to an other-
wise qualified adult son or (laughter if his disability has been contin-
uous since before age 22 (rather than only if it was continuous since
before age 18 as under present law).

Section 109(a) of the bill amends claiae (ii) of section 202(d) (1) (B)
of the Social Security Act to permit the paynieii t of child's insurance
benefits to au individual timler a disability which began before he
attained age 22 (rather than age 18).

Section 109(b) of the bill amends subparagraphs (F) and (G) of
section 202(d) (1) of the act to provide that entitlement to child's
insurance benefits will end, for a child who is over age 18 aul(l (us—
abled, vith the SecOtm(l month following the month iii which he ceases
to be under a disal)ility unless he is entitled as a full—time student under
age 22.

Section 109(c) of the bill further amends section 202(d) (1) of the
act by adding at the end a new seuitemice which provides that child's
insurance benefits will not be payable to ami individual in any month
in which the individual engages in siibstauutial gainful activity if his
continuing entitlement to such benefits is solely by reason of disability
as defined in section 223(d)(1)(B) of the act.
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Sectmit 109(d) of the bill amends subsection 202(d)(6) of the act
to Provide that (1) a child whose heiiehts are terrniiiated at or after
age 18 can he re-entitled to child's benefits if he is disabled (as defined
ut section 223(d) of the act) before age 22, and (2) such re—entitlement
vill end with the month preceding the month iii which the child dies,
marries, or (iii certain cases) is adopted, or with the second month
following the month disability ceases unless the child is entitled as a
full—time st udeti I. and has iiot attained age 22.

Section 109(e) of the bill makes two changes in section 202 (s) of
the act. Section 109(e) (1) amends paragraph (1) of section 202(s) to
exclude i.eisois etltitle(l to child's insurance beiieIits by reason of
becaming disabled after attaining age 18 but before age 22 from the
category of children aged 18—21 whose mothers are ineligible for
benefits on the basis of having entitled children aged 18—21 iii their
care. Section 109(e) (2) amends paragraph (2) of section 202(s) to
extend to l)eIsons entitled to child's insurance benefits by reason of
becoming (lisable(i after attaining age 18 bitt before age 22 the provi—
sioiis that perinitac.hildhood disability beneficiary to continue to get
benefits viieii he marries another beneficiary, anAl which permit such
other beneficiary to continue to get benefits when he marries such
(.llildhOOd disability beiieIiciarv. Section 109(e) (2) also amends l)t11t
graph (3) of section 202(s) to extend to the child entitled on the basis
of a disability that began after age 18 but before age 22 (1) the exemp-
tion from the (lel)endency requirements in present law for husband's
and wi(lower's l)enefits, (2) the provisions of existing law for terminat—
ilig, iii the case of a male childhood disability beneficiary, benefits
paytthle to his sloitse if his benefits as a disabled child terminate
because he is no longer disabled, (3) the provisions of preseut law
that exempt a disabled child from having his benefits withheld oti
account of work, and (4) the provisions of present law under which a
disabled child can, 111)011 marriage, become eligible asa wife, widow,
husband, or widower beneficiary.

Section 109(f) of the bill (a saving clause) protects beneficiaries
ml the 01(1—age, survivors, and disability insurance benefit rolls in
December 1970 in certain cases where an individual is made eligible
for benefits by this section of the bill. If all individual who is made
eligible by this section l)ecomnes entitled to benefits for January 1971,
then each member of the family who was entitled to bCneflts for
December 1970 will get an amount no less than he would have gotten
if the newly eligible person had not become entitled to benefits, in
sl)ite of the provisions of section 203(a) (relating to the limit on the
total amount of benefits payable to a family). The benefit amount of
the newly entitled person would he determined without regard to
the saving clause.

Section 109(g) of the bill pro'ides that these amendments will
ttl)l)ly vithi respect to monthly benefits for months after December
1970, excel)t that in the case of au individual who is not entitled to
benefits under section 202 of the act for December 1970 they will
ap)ly only on the basis of an application filed after September 30, 1970.

SECTION 110. ELIMINATION OF SUPPORT REQUIREMENT AS CONDITION
OF BENEFITS FOR DIVORCED ANT) SURVIVING DIVORCED MOTHERS

Seution 110(a) of the bill aineiids section 202(b) (1) of the Social
Security Act by removing the requirement that to get wife's benefits
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an otherwise qualified divorced wife must have been receiving one—half
of her sit pport from her former husband or receiving subs! aittial con—
trihit lions from hnii 1)11 Noon t to a written agreenien t unless there is a
court order in effect for siibstan tial contributions to her sti I)l)ort from
bun.

Section 110(b) (1) of the bill amends section 202(e) (1) of the act
by renioving the reqiiireiieiit that to get widow's insuitilice l)enefits
an otherwise qualified surviving divorced wife must have i)Celi receiv-
ing one—half of her support from her former htisl)aiul or receiving
substantial (olitribiltious from him 1)iIrsuallt to a written agreement
unless there is a court order iii effect for substantial contributions
to her support from hun.

Section 1 0(b) (2) of the hill makes a conforming change itt section
202(e) (6) of the act.

Section 110(c) of the bill anietuls section 202(g) (1) of the act
removing the requirement ill subparagta)lt (F) that to get mother's
insurance benefits an otherwise qualified surviving (livorce(l mother
must have been receiving one—half of her support from her former
husband or receiving substantial coil tribuitioiis front ittiti pursuant to
a written agreement unless there is a court order iii effect for substait—
tial contributions to her support from him.

Section 110(d) of the bill makes these amendments effective for and
after January 1971 on the basis of applications tiled oji and after the
(late of enactment of the bill.

EL1MIATION OF' DISABILITY INSURED-STATUS REQUIREMENT OF' SUB-
STANTIAL RECENT COVERED WORK IN CASES 01' INI)IVIDUALS \vHO
ARE BLIND

Section iii of the bill provides that a blind individual can be insured
for disability insurance benefits and establish a period of disability
(disability freeze) without meeting a requirement of substantial recent
covere(l work. Under present law, to meet this requirement a (lisable(l
worker (including a blind worker) generally needs 20 quarters (if
coverage (luring the period of 40 calendar quarters ending with the
quarter in which lie became disabled. (Au alternative provisioll takes
into account that workers who are disabled vhile young may have
been in the work force for a relatively short time.)

Section 111(a) of the bill amends section 216(i) (3) of the Social
Security Act by excepting an indivi(lual whose disability is blindness
(as defined in section 2 16(i) (1) of tile act) from the requirement of
substantial receiit covered work for l)t1PO5C5 of qualifying for a period
of disability.

Section 111(b) of the bill amends section 223(c)(l) of the act by
exCel)ting an individual whose disability is blindness from the require-
ment of substantial recent covered work for PUFl)05S of qualifying for
disability insurance benefits.

Section 111(c) of the bill provides that these amendments will be
effective with respect to applications for disability insurance benefits,
and for disability determinations for purposes of establishing a periol
of disability, that are filed in or after the month of enactment, or
before such month if the applicant has not (lied before such month
and if either (1) notice of the final decision of the Secretary has not
been given to the applicant before such month, or (2) such notice
has been given before such month but a civil action thereon is corn-
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menced (whether before, in, or after such month) under section
205(g) of the Social Security Act aml the (lecisioll in such civil action
has not become final before such month; except that no monthly
benefits would be payable or increased by reason of these amendments
for months before January 1971.

SECTION 112. WAGE CREDITS FOR MEMBERS OF TFIE UNIFORMED
SE RV ICES

Section 112(a) of the bill amends section 229(a) of the Social Security
Act to provide iioncontributory wage credits for service in the uni-
formed services of the United Stales after 1956 and before 1968. (rrhe
tioncotitributory wage credits are in a(l(lition to credits for the service-
man's covered wages, i.e., his hasc service I)ly.) The amount of the
noncontribtitory wage ere(lits will l)e (leterlnine(l in the same way as
noncontribittory wage credits for years after 1967 are (let.errnmed
uIl(ler j)IeselIt law. Orditi arily, tilisalnoulit is $300 for each caleiid or
quarter in which the serviceman received covered wages on a contribti—
tory basis for his service, but it is limited to $100 for aiiy calendar
(1ull1ter iii which his service pay was $100 or less, and $200 for any
calen(lar quarter iii which his service iniy was more than $100 hut not
more than $200. (As under l)1eseIlt law, additional benefits paid as a
result of these additional credits vill be financed from general revenues.)

Section 112(b) of the bill provides that the amendments made by
section 112(a) will apply with respect to monthly benefits payable
under title II of the act for months after December 1970 and to
lump—sum death payments iii the case of (leaths after December
1970. Any person on the benefit rolls in December 1970 whose monthly
benefits can be increased! as a result of the noncontributory wage
credits 1rovidel under section 112(a) can have his benefits increased
if he or any other pesoii entitled to monthly benefits on the same
earnings record files an application for a recomputatioii of benefits.
The recomputed benefit amount will be effective for months beginning
with January 1971, or, if later, the twelfth month before the month
in which the application for a recomputation of benefits is filed.
Recomputatioii of benefits to take into account the wage credits
provi(le(l under section 112(a) will be made notwithstanding the
limitations on recomputations contained in section 215(f) (1) of the
act (in general, benefits cannot be recomputed unless there were
earnings after 1965), and no such recomputation will be regarded as a
recolnputation for l)UFPOSCS of section 215(f).

APPLICATIONS FOR DISABILITY INSURANCE BENEFITS FILED AFTER
DEATH OF INSURED INDIVIDUAL

Section 113 of tile bill provi(les that a period of disability (disability
freeze) can be established and disability insurance benefits (and
related dependents' benefits) can be paid on the basis of an applica-
tion filed within 3 months after the month of the death of the disabled
individual.

Section 113(a)(1) of the bill amends section 223(a) (1) of the Social
Security Act by adding at the eiid a new sentence which provides that
entitlement to disability insurance benefits, in the case of a deceased
individual, may be based upon an application filed within 3 months
after the month in which he (lied.
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Sections 113(a) (2), (3), and (4) of the bill make conforming changes
in sections 223 (a), (b), and (c) of the act.

Section 113(b) of the bill amends section 216(i) (2) (B) of the act by
adding at the end a new sentence which Provi(les that a period of dis-
ability may begin on the basis of an application for a disability deter-
mination filed with respect to a (leceaseil in(hivi(lual within 3 months
after the month in which he (lied.

Section 113(c) of the bill provides that these atrieiidmeiits will apply
in cases of deaths occurring in and after the year of enactnieii t. lii
ad(litjon it h)lovi(les that where a death occurred prior to the (late of
enactment but in the year of enactment, an application filed in accord-
ance with such arneli(lmen ts within 3 months after the (late of enact—
rnent will, for puiposes of sections 202(j) (1) (relating to the retroactive
life of an application for dependents' benefits) and 223(b) (relating to
the retroactive life of an application for disability insurance benefits) of
the act, be deemed to have been filed in the month such (lentil occurred

WORKMEN'S COMPENSATION OF' l"SE'I' FOIl DISABILITY INSURANCE
BENEFICIARIES

Section 114(a) of the bill amends paragraph (5) of section 224(a)
of the Social Security Act to provide that, where workmen's corn—
pensatlon is payable. social security disability benefits will be redll(ed
only by the amount by which the combined workineii's coml)elisatioli
and social security l)aylneilts exceed 100 l)eIcent of the workers'
average current earnings (as defined in section 224(a)) before lie
became disabled. (Under presetil law, the reduction applies to t.lìe
amount exceeding 80 percent of such earnings.)

Section 114(b) of the bill l)rovi(les that this ameinlinent will apply
with respect to monthly benefits for months after December 1970.

SECTION 115, COVERAGE OF' FEDERAL HOME LOAN BANK EMPLOYEES

Section 115(a) of the bill provides social security coverage for
service performed in the employ of a Federal Home Loan Bank. The
Social Security Amendments of 1956 amended section 210(a)(6)(B)
(ii) of the Social Security Act and section 3121(b) (6) (B) (ii) of the
Internal Revenue Code of 1954 to provide such coverage subject to
the ('onditioli that the Banks coordinate their retirement systems with
social security and that the plan for coordination be submitted to
and approved by the Secretary of Health, Education, and Welfare
by July 1, 1957. This condition was not met, and service for Federal
Home Loan Banks has never been covered for social security iitrposs.
Under section 115(a), coverage is effective for all service l)erformed
in the employ of a Federal Home Loan Bank after December 1970,
and, for persons in the employ of such a bank on January 1, 1971, is
effective for service performed in the employ of such a Bank after
December 1965 but only if both the employee and the employer
contributions a.s specified in the Federal Insurance Contributions
Act for all such persons are paid (as provided in section 3122 of such
act) by July 1, 1971, or later if agreed to before such date by the
banks and the Secretary of the Treasury or his delegate.

Section 115(b) of the bill repeals subparagraphs (A) (i) and (B) of
section 104(i) (2) of the Social Security Amendments of 1956, which
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contained the condition that the FHLB retirement systems must be
coordinated with social security and approved by the Secretary of
Health, Education, and Welfare by July 1, 1957.

SECTION 116. POLICEMEN AND FIREMEN IN IDAHO

Section 116 of the bill amends section 218(p)(1) of the Social
Security Act to add the State of Idaho to the list of States specifically
named in the law as States which may modify their section 218 agree-
ment to provide coverage under the social security program for
policemen and firemen who are in positions under a State or local
retirement system. (Section 2l8(p)(2) of the Social Security Act,
added by the Social Security Amendments of 1967, makes social
security coverage available to firemen who are members of a retire-
ment system in States not listed in section 2l8(p) (1), but only if
special conditions are met.) The effective date of such coverage would
be whatever date is specified by the State of Idaho in the modifica-
tion of its agreement, but could not be earlier than the beginning of
the fifth year before the year in which the coverage is arranged.

SECTION 117. COVERAGE OF CERTAIN HOSPITAL EMPLOYEES
IN NEW MEXICO

Section 117 of the bill l)ermits the State of New Mexico, notwith-
standing the provisions of section 218 of the Social Security Act, to
modify its coverage agreement with the Secretary of Health, Educa-
tion, and Welfare at any time before January 1, 1971, to provide
coverage for services of employees of a hospital which is an integral
part of a j)olitical subdivision to which the coverage agreement has
not been made al)plicable. The employees of such hospital would be
covered as a separate coverage group as defined in section 218(b) (5)
of the act; and such coverage can apply only to service perfoimed for
a hospital which has, prior to 1966, withdrawn from a retirement
system which had been al)phcable to the eml)loyees of such hospital.

SECTION 118. PENALTY FOR FURNISHiNG FALSE INFORMATION TO OBTAIN
A SOCIAL SECURITY ACCOUNT NUMBER

Section 118(a) of the bill amends section 208 of the Social Security
Act by adding a new subsection (f) to provide that the penalties in
presellt law for certain fraudulent representations to the Secretary
of Health, Education, and Welfare will apply to an individual who
willfully, knowingly, and with the intent of deceiving the Secretary
as to his true identity (or the &ue identity of any other person)
furnishes false information with respect to any information required
by the Secretary in connection with the establishment and mainte-
tiance of the social security records of wages and self-employment
income.

Section 118(b) of the bill provides that this amendment will apply
in the case of information furnished to the Secretary after the date of
enactment of the bill.
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SECTION 119. GUARANTEE OF NO DECREASE IN TOTAL
FAMILY BENEFITS

Section 119(a) Of the bill amends section 203(a) of the Social
Security Act (as otherwise amended by the bill) to add a permanent
saving clause to guarantee that when a worker is getting an actuarially
reduced benefit and his primary insurance amount is increased, the
total benefits payable to the family on his earnings record will not be
decreased. In some such cases, if the benefits payable to a family are
subject to the maximum limitation on the total amount of benefits
payable on one earnings record, the family might, without such a
saving clause, get less in total benefits after the worker's primary
insurance amount is increased than they were getting before.

Section 119(b) makes permanent a special temporary savmg clause
provided by section 1002(b) (2) of the Social Security Amendments
of 1969. Section 1002(b) (2) provided that where a person was on the
benefit rolls in 1970 he, or his family, will never get less than he
or they would have gotten prior to the 15-percent benefit increase
provided by the 1969 amendments as long as the person on he rolls
in 1970 remains on the rolls. Under the change, the no-loss guarantee
will apply permanently; i.e., it will apply without regard to whether
the person on the benefit rolls in 1970 remains on the rolls.

SECTION 120. INCREASE OF EARNINGS COUNTED FOR BENEFIT AND TAX
PURPOSES

Section 120 of the bill raises the amount of annual earnings that is
subject, to social security contributions and counted toward social
security benefits (the contribution and benefit base) from $7,800 to
$9,000 beginning with 1971.

Amendments to Title II of the Social Security Act

Definition of wages
Section 120(a)(1) of the bill amends section 209(a) of the Social

Security Act (defining "wages" for benefit purposes) to make the
$9,000 contribution and benefit base applicable to wages paid after
1970.

Definition of self-employment income
Section 120(a)(2) of the bill amends section 211(b)(1) of the act

(defining "self-employment income" for benefit purposes) to make
the $9,000 contribution and benefit base applicable for taxable years
beginning after 1970.
Quarter of coverage

Section 120(a) (3) of the bill amends clauses (ii) and (iii) of section
213(a) (2) of the act (defining "quarter of coverage") to provide that
an individual will be credited with a quarter of coverage for each
quarter of a calendar year after 1970 in which his wages for such year
equal $9,000 (rather than $7,800 as in present law). An individual will
also be credited with a quarter of coverage for each quarter any part
of which falls within a taxable year beginning after 1970 in which the
sum of his wages and self-employment equals $9,000.
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Average monthly wage
Section 120(a)(4) of the bill amends section 215(e)(1) of the act

(relating to the amount of annual earnings that can be counted in
computing a person's average monthly wage) to increase from $7,800
to $9,000, effective for calendar years after 1970, the maximum amount
of annual earnings that may be counted in the computation of a
person's average monthly wage for purposes of determining benefit
amounts.

Amendments to the Internal Revenue Code of 1954

Definition of self-employment income
Section 120(b) (1) of the bill amends section 1402(b) (1) of the

Internal Revenue Code of 1954 (defining "self-employment income"
for social security tax purposes) by increasing from $7,800 to $9,000
the amount of annual self-employment income subject to social secu-
rity contributions for taxable years beginning after 1970.
Definition of wages

Section 120(b) (2) of the bill amends section 3121 (a) (1) of the code
(defining "wages" for social security tax purposes) by increasing from
$7,800 to $9,000 the amount of annual wages subject to contributions
for calendar years after 1970.
Federal service

Section 120(b) (3) of the bill amends section 3122 of the code (relat-
ing to Federal service) to conform its provisions to the increase in the
contribution and benefit base from $7,800 to $9,000.
Returns in the case of certain governmental employees

Section 120(b) (4) of the bill amends section 3125 of the code (relat-
ing to returns in the case of governmental employees in Guam,
American Samoa, and the District of Columbia) to conform its pro-
visions to the increase in the contribution and benefit base from $7,800
to $9,000.
Special refunds of employee contributions

Sections 120(b) (5) and 120(b) (6) of the bill amend section 64 13(c) of
the code (relating to special refunds of social security contributions
paid by an employee who in any calendar year had more than one
employer and had total wages in excess of the maximum which may
be counted) to conform the special refund provisions to the $9,000
contribution and benefit base for calendar years after 1970.
Estimated tax on self-employment income

Section 120(b) (7) of the bill amends section 6654(d) (2) (B) (ii) of the
code (relating to failure to pay estimated income tax on adjusted self-
employment income) to conform to the increase in the contnbution
and benefit base to $9,000.
Effective dates

Section 120(c) provides effective dates for the changes made by
the section. The amendments (relating to wages) made by sections
120(a)(1), 120(a)(3)(A), and 120(b) (except paragraphs (1) and (7)
thereof) are applicable with respect to remuneration paid after
December 1970; the amendments (relating to self-employment in-
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come) made by sections 120(a)(2), 120(a)(3)(B), 120(b)(1) and
120(b) (7) are, applicable with respect to taxable years beginning after
1970; and the amendment made by section 120(a)(4) (relating to
average monthly wage) is applicable with respect to calendar years
after 1970.

SECTION 121. CHANGES IN TAX SCHEDULES

Section 121 of the bill provides new schedules of social security
tax rates for old-age, survivors, and disability insurance and for
hospital insurance.
Old-age, survivors, and disability insurance rates

Section 121(a) of the bill amends sections 1401(a), 3101(a), and
3111(a) of the Internal Revenue Code of 1954 to provide new schedules
of old-age, survivors, and disability insurance tax rates for the self-
employed and for employees and employers.

Subsection (a) of the amended section 1401 provides a new schedule
of tax rates on self-employment income for purposes of old-age,
survivors, and disability insurance. Under present law, these tax
rates are as follows:
Taxable years beginning after: Percent

1968 (and before 1971) 6.31970 (and before 1973) 6.91972 7.0
Under the bill, the tax rates on self-employment income for old-

age, Survivors, and disability insurance are as follows:
Taxable years beginning after: Percent

1968 (and before 1975) 6:3
1974 7.0

Subsection (a) of the amended section 3101 and subsection (a) of
the amended section 3111 provide new- schedules of tax rates on wages
for purposes of old-age, survivors, and disability insurance. Under
present law, these tax rates for employees and employers are as
follows:
Calendar years: Percent

1969 to 1970, inclusive 4.2
1971 to 1972, inclusive 4.61973 and after 5.0

Under the bill, the tax rates on wages for both employees and
employers for old-age, survivors, and disability insurance are as
follows:
Calendar years: Percent

1969 to 1974, inclusive 4.2
1975 to 1979, inclusive 5.01930 and after 5. 5

Hospital insurance rates
Section 121(b) of the bill amends sections 1401(b), 3101(b), and

3111(b) of the code to provide new schedules of hospital insurance tax
rates for the self-employed and for employees and em)1oyers.

Subsection (b) of the amended section 1401 provides a new schedule
of tax rates on self-employment income for purposes of hospital
insurance. Under present law, these tax rates are as follows:
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Taxable years beginning after: Percent
1967 (and before 1973) 0.60
1972 (and before 1976) .65
1975 (and before 1980) .70
1979 (and before 1987) .80
1986 .90

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

1967 (and before 1971) 0.6
1970 1.0

Subsection (b) of the amended section 3101 and subsection (b) of
the amended section 3111 l)rovide new schedules of tax rates on wages
for prioses of hospital insurance. Under present law, these tax rates
are as follows:
Calendar years: Percent

1968 to 1972, inclusive 0.60
1973 to 1975, inclusive .65
1976 to 1979, inclusive .70
1980 to 1986, inclusive .80
1987 and after .90

Under the bill, the tax rates on wages for both employees and
employers for hospital insurance are as follows:
Calendar years: Percent

1968 to 1970, inclusive 0.6
1971 and after 1.0

ffective dates
Section 121(c) of the bill provides that the amendments made by

sections 121(a)(1) and 121(b)(1) are to apply with respect to taxable
years which begin after December 31, 1970, and that the remaining
amendments made by section 121 are to apply with respect to re-
muneration paid after December 31, 1970.

SECTION 122. ALLOCATION TO DISABILITY INSURANCE TRUST FUND

Section 122(a) of the bill amends section 201(b)(1) of the Social
Security Act, which deals with the amount to be allocated and ap-
I)ropriated to the Federal Disability Insurance Trust Fund each year
with respect to wages and presently provides that such amount with
respect to any wages paid after 1969 is to be 1.10 perent of such
wages. Under the amended section 201(b)(1), the amount so allocated
and appropriated will be 0.90 percent of the wages paid during 1971,
1972, 1973, and 1974, 1.05 percent of the wages paid during 1975,
1976, 1977, 1978, and 1979, and 1.15 percent of the wages paid after
1979.

Section 122(b) of the bill amends section 201(b) (2) of the act, which
deals with the amount to be allocated and appropriated to the Federal
Disability Insurance Trust Fund each year with respect to self-
employment income and presently provides that the amount to
be so allocated and appropriated with respect to any self-employ-
ment income reported for taxable years beginning after 1969 is to be
0.825 percent of the amount of such self-employment income. Under
the amended section 201(b)(2), the amount so allocated and appro-
priated will be 0.675 percent of the self-employment income so re-
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ported for any taxable year beginning after 1970 and before 1975,
0.7875 percent of the self-employment income so reported for any
taxable year beginning after 1974 and before 1980, and 0.8625 percent
of the self-employment income so reported for any taxable year be-
ginning after 1979.

TITLE Il—PROVISIONS RELATING TO MEDICARE, MEDIC-
AID, AND MATERNAL AND CHILD HEALTH

PART A—COVERAGE UNDER MEDICARE PROGRAM

SECTION 201. PAYMENT UNDER MEDICARE PROGRAM TO INDIVIDUALS
COVERED BY FEDERAL EMPLOYEES HEALTH BENEFITS PROGRAM

Section 201 of the bill amends section 1862 of the Social Security
Act (relating to exclusions from coverage) by adding a new subsection
(c) which provides that no payment may be made under either part
A or part B of the medicare program for any item or service fur-
nished to or on behalf of an individual on or after January 1, 1972,
if such item or service is covered under a Federal employees health
benefits plan in which the individual is enrolled, unless the Secretary
has determined and certified prior to the date such item or service is
furnished that the Federal employees health benefits program has
been modified to assure that—

(1) there is available to each Federal employee or annuitant
age 65 and over one or more health benefits plans which supple-
ment the combined protection provided under parts A and B of
title XVIII, and one or more health benefits plans which supple-
nient the protection provided under part B alone; and

(2) the Government will make a contribution toward the cost
of the supplementary protection which is at least equal to the
contribution it makes for high option coverage under the Govern-
ment-wide Federal employees health benefits plans; such contri-
bution could be in the form of a contribution toward the supple-
mentary protection, a payment to offset the cost of title XVIII
coverage, or some combination of the two.

SECTION 202. HOSPITAL INSURANCE BENEFITS FOR UNINSURED INDI-
VIDUALS NOT ELIGIBLE UNDER PRESENT TRANSITIONAL PROVISION

Section 202 of the bill substantially rewrites section 103 of the
Social Security Amendments of 1965, which permits certain persons
not entitled to social security or railroad retirement cash benefits to
qualify for hospital insurance benefits, in order to permit additional
uninsured individuals to qualify for such benefits.

Section 202(a) of the bill amends section 103(a) of the 1965 amend-
ments to provide that, in addition to persons meeting the present
requirements of such section, a person who (1) is a resident cltlzen or
resident alien age 65 or over but not eligible for cash benefits, (2)
does not otherwise qualify for hospital insurance coverage, (3) has
filed an application for hospital insurance coverage under this section
as required by regulations, and (4) has enrolled for supplementary
medical insurance as provided in section 1837 of such Act as modified
by the new section 103(d) (discussed below) will be entitled to benefits
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under part A of title. XVIII. Such entitlement will begin with the day
on which such person's coverage period (as provided in the new section
103(d)) begins and will end with the month in which he dies or, if
earlier, the month before the month. in which he becomes entitled to
hospital insurance benefits under section 226 or certifiable as a railroad
retirement beneficiary. The amended section 103(a) limits the 12-
month retroactivity of hospital insurance coverage provided for under
such section 103(a) to those people who are eligible for hospital
insurance coverage as a result of their meeting the section's regular
requirements.

Section 202(b) of the bill amends section 103(b) of the 1965 amend-
ments to provide that a Federal employee, previously excluded by
paragraph (3) of such section 103(b), may enroll for hospital insurance
benefits provliled for tinder section 103(a)(2) (as amended by the bill),
if he meets the eligibility requirements for enrolling for such coverage
as provided in section 03(d)( 1) (as amended by section 202(d) of the
bill).

Section 202(c) of the bill limits the provisions of section 103(c) of
the 1965 amendments to paymnel)ts made with respect to people who
are entitled to h0s1)ital insurance benefits under section 226 of the
act solely by reason of the existing provisions of section 103(a) of such
amendments (as redesignated section 103(a)(1) by the bill).

Section 202(d) of the bill amends section 103 of the 1965 amend-
ments by adding a new subsection (d) to provide that a person meeting
the preceding eligibility requirements (as provided in the new section
103(a)(2)) may enroll for the hospital insurance benefits provided
tinder section 103(a).

The new section 103(d) makes the provisions of sections 1837,
1838, 1839, and 1840 of the Social Security Act (relating to enroll-
ment, coverage, premium amount, and premium payment, respec-
tively, under the supplementary medical insurance part of title XVIII
of the act) applicable for purposes of hospital insurance coverage under
the amended section 103 with the following modifications:

(1) section 1837(c) of the act (relating to supplementary
medical insurance enrollment) is modified to provide that an
initial general enrollment period is to begin the first day of the
second month which begins after the (late of enactment of the bill
and is to end March 31, 1971, with this initial general enrollment
period being open to people who meet the eligibility requirements
of the new section 103(a) (2);

(2) section 1837(d) of the act is modified to provide that for
people first meeting the eligibility requirements for enrolling for
hospital insurance benefits provided in such section 103(a) (2) on
or after March 31, 1971, there will be an initial enrollment period
as otherwise provided in such section 1837(d);

(3) section 1838(a)(1) of the act (relating to supplementary
medical insurance coverage period) is modified to provide that for
people enrolling for hospital insurance benefits under the new
section 103(d)(1) during the initial general enrollment period
described above, the hospital insurance coverage period will begin
January 1, 1971, or the first day of the month following the month
of enrollment, whichever is the latest;

(4) section 1838(b) of the act is modified to provide that a
person's coverage period for hospital insurance benefits under the
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new section 103(a) (2) will terminate when he becomes entitled to
hospital insurance benehts under the existing provisions of section
103(a) (as redesignated section 103(a) (1) by the bill), and that if a
person's supplementary medical insurance enrollment is term-
inated his enrollment and coverage for hospital insurance under
the new section 103(a) (2) vi1l be terminated as of the same month
11 is Supplementary medical insurance enrollment and coverage
terminate;

(5) section 1839(a) of the act is modified to provide that each
lerson enrolling for hospital insurance benefits as 1)rovided under
the new section 103 (a) (2) will pay a $27 monthly premium for
each month he is covered for such hospital benefits before July
1972;

(6) section 1839(b) (1) of the act (relating to premium amounts)
is modified to provide that the premium amount to be paidi by
each enrollee for each month after June 1972 will be an amount
(as determined and piomulgated by the Secretary in December of
the preceding year, and rounded to the nearest $1) equal to $27
multiplied by the ratio of (1) the inpatient hospital deductible
for the current year, as promulgated under section 1813(b)(2)
of the act, to (2) such deductible promulgated for 1971; and

(7) section 1840 of.the act is modified by substituting "Federal
Hospital Insurance Trust Fund" for "Federal Supplementary
Medical Insurance Trust Fund".

Section 202(d) of t.he bill further amen(ls section 103 of the 1965
amendments by adding a new subsection (e) to provide that a State
or any other public or private agency or organization will be permitted
to pay monthly premiums on behalf of retired age-65-and-over em-
I)loyees who are eligible for and have enrolled for the hospital insurance
protection l)rOvided by the new section 103(a)(2). Such group pm-
mium payment will be under a contract or other arrangement entered
into between the agency or organization and the Secretary, and will be
l)ermitted only where the Secretary determmes that such a method of
premium payments is administratively feasible.

PART B—---IMPROVEMENTS IN THE OPERATING EFFECTIVENESS OF
THE MEDICARE, MEDICAID, AND MATERNAL ANI) CHILD HEALTH
PROGRAMS

SECTION 221. LIMITATION ON FEDERAL PARTICIPATION FOR CAPITAL
EXPENDITURES

Section 221(a) of the bill adds a new section 1122 at the end of title
XI of the Social Security Act.

Subsection (a) of the new section 1122 expresses the congressional
intent that funds appropriated under titles V, XVIII, and XIX of the
act should not be used to support unnecessary capital expenditures and
that reimbursement un(ler such titles should supl)ort State health
planning activities.

Subsection (b) of the new section 1122 provides that the Secretary,
after consultation with the State executive officer and local public
officials, is to make au agreement with any. State under which a
designated planning agency (which has a governing body or advisory
body at least one-half of whose members represent consumer interests)
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vill (1) make findings and recommendations with respect to capital
expenditures ProPosed by or on behalf of any health care facility in
its jurisdiction, (2) receive the findings and recommendations of other
qualified plaiimng agencies with respect to proposed capital expendi-
tures of health care facilities in their jurisdiction, and (3) submit
to the Secretary any such finding which indicates that any such
exl)ellditure is iiiconsisteiit with the standards, criteria, or plans (IC—
veloped 1)IirstiaIIt to the Public Health Service Act (or the Mental
Retardation Facilities and Community Mental Health Centers Con-
struction Act of 1963) to meet the need for adequate health care
facilities in the area covere(l by the plan or plans.

Subsection (c) of the new section 1122 provides that the Secretary
will pay from the Federal Hospital Irisuraiice Trust Fund to any State
with which he makes an agreement the reasonable costs incurred by
the planning agencies involved in preparing and forwarding findings
and recoin meIl(lations With respect to prol)ose(l capital expenditures.

Subsection (d)(1) of the new section 1122 provides that in determin-
ing reimbursement iindei titles V, XVIII, and XIX of the act the Sec-
retary will disallow, for such periods as lie finds necessary, expenses
vit1i respect to capital expenditures which are attributable to depre—
ciation, interest on borrowed funds, a return oii equity cal)ital (in
the case of proprietary facilities), or other expenses related to such
capital expenditure if he (letelmines (A) that neither the designated
planning agency nor any other qualified planning agency had been
notified of the plopose(l capital expenditure at least 60 days before it
was lna(le, or (B) that the agency had given notice to the facility
within a reasonable period of time after receipt of notice of the pro-
posed expenditure and priol to such expen(liture that it would iiot be
in conformity with the standards, criteria, or plans developed by such
agency or any other qualified )laIlning agency for adequate health
care facilities iii such jurisdiction, and prior to reporting its findings to
the Secretary had consulted and takemi into consideratioii the findings
and recommendations of other planning agencies or organizations
performing similar functions with resl)ect to the area in which the
health facility is located.

Subsection ((1) (2) of the new section 1122 provides that if after
submitting the matter to the national advisory council (discussed
below) the Secretary determines that disallowance of any expense
relating to a capital expenditure would be inconsistent with effective
organization and delivery of health services or effective administration
of title V, XVIII, or XIX, he shall not (hsallo\v such expense.

Subsection (e) of the new section 1122 provides that in determining
reimbursement under titles V, XVIII, and XIX in cases where facil-
itiqs or equipment are obtained under lease that would have been
subject to a disallowance if purchased, the Secretary shall deduct
from the facility's rental expenses an amount reasonably equivalent
to that which would have been disallowed if the facilities or equip-
ment had been purchased.

Subsection (f) of the new section 1122 provides that any person dis-
satisfied with a determination under the section may request recon-
sideration by the Secretary up to 6 months after notification.; such
determinations are not subject to other administrative or judicial
review.

Subsection (g) of the new section 1122 defines the term "capital
expenditure" as an expenditure which, under generally accepted
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accounting principles, is not prnperly chargeable as an expense of
operation and maintenance and exceeds $100,000, changes the facility's
bed cc pacity, or substantially changes the facility's services.

Subsection (h) of the new section 1122 provides that the section is
not applicable to Christian Science sanatoriums.

Subsection (i) (1) of the new section 1122 directs the Secretary to
establish or designate a national advisory council to assist and advise
him ill the PreParatioll of regulations and on l)OhicY matters in the
administration of the section.

Subsection (i) (2) of the new section 1122 provides that any council
so established or designated is to consult and coordinate its activities
with other appropriate national advisory councils and coordinate the
activities under the section with related Federal health programs.

Subsection (i) (3) of the new section 1122 provides that if an advi-
sory council is newly established by the Secretary its members are
not to be in the regular full-time employ of the United States and
are to be chosen from among leaders in the fundamental sciences, the
medical sciences, or the organization, delivery, and financing of health
care, or from among lersons who are State or local officials or are
active in community affairs or public or civic affairs or who are rep-
resentative of minority groups. Members of such advisory council
will be entitled to compensation at rates to be determined by the
Secretary but not to exceed the maximum rate paid to a GS—18.

Section 221(b) of the bill provides that the amendment made by
section 221 (a) will apply with respect to capital expenditures the
obligation for which is incurred after June 30, 1971, or (with respect to
any State or part thereof) earlier if the State so requests.

Section 221(c) of the bill amends various l)rovisions of titles V,
XVIII, and XIX of the act to make conforming changes and to require
that standards applied under those l)rovis1o1s be consistent with the
new section 1122.

SECTION 222. REPORT ON PLAN FOR PROSPECTIVE REIMBURSEMENT;
EXPERIMENTS AND DEMONSTRATION PROJECTS TO DEVELOP INCEN-
TIVES FOR ECONOMY IN THE PROVISION OF HEALTH SERVICES

Section 222(a)(1) of the bill authorizes the Secretary of Health,
Education, an(l Welfare to develop and engage in experiments and
demonstration projects designed to (letermine the advantages an(l
disadvantages of various alternative methods of prospective reim-
bursement to hospitals, extended care facilities, and other providers
of services under title XVIII of the act and under State plans ap-
proved under titles XIX and V of the act in order to stimulate pro-
viders through financial incentives to use their facilities and personnel
more efficiently and thereby reduce program costs.

Section 222(a)(2) of the bill provides that such experiments and
demonstration projects are to be of sufficient scope and applicability
to 1)ermit evaluation of alternative methods of prospective reimburse-
ment without committing the programs involved to the adoption of
any prospective payment system either locally or nationally.

Section 222(a) (3) of the bill provides that the Secretary may waive
payment requirements of titles V, XVIII, and XIX with respect to
such experiments and demonstration projects. Any costs incurred in
such experiments or projects in excess of amounts which would
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normally be paid under such titles will be borne by the Secretary.
The Secretary will obtain the advice and recommendations of corn-
petent specialists lrior to instituting any such experiment or project,
and will furnish to the Committee on Ways and Means of the House
of Rejresentatives and the Committee on Finance of the Senate

prior to placing an experiment or project in operation a
written report containing a full description of the experiment or
proj ect.

Section 222(a) (4) of the bill provides that grants and payments for
experiments and demonstration l)rojects are to be made from the
Federal trust fuiids established for the hospital and supplementary
medical insurance programs under title XV1II of the act.

Section 222(a)(5) of the bill provides that the Secretary is to
submit a report to the Congress no later than July 1, 1972, on the
experiments and projects carried out. Such report is to include de-
tailed recommendations with respect to program-wide implementa-
tion of a system of prospective reimbursement.

Section 222(a)(6) of the bill amends section 1875(b) of the Social
Security Act to provide that the Secretary's annual report to the
Congress concerning the operation of the health insurance program
will include a report of the experiments and demonstration projects
authorized by section 222(a).

Section 222(b)(1) of the bill amends section 402(a) of the Social
Security Amendments of 1967 to provide authorization for the Secre-
tary to cleveloj) and engage in experiments and demonstration projects
for the following purposes: to determine whether changes in methods
of payment (other than those authorized in section 222(a) of the bill)
would create incentives for increasing efficiency and economy for
health care and services under health programs established by the
Social Security Act; to determine whether payments to organizations
and institutions providing comprehensive health care services for
noncovered services incidental to covered services would result in a
more economical provision and effective utilization of covered services;
to determine whether use of rates oi payment approved by a State for
purposes of administering one or more of its laws would reduce the
costs of health programs established by the act; to determine whether
payments based on a single, combined rate of reimbursement for
teaching activities and patient care rendered by residents, interns,
and supervisory physicians connected with a graduate medical
education program would result in more equitable and economical
patient care arrangements; and to determine whether areawide or
community-wide utilization review and medical review mechanisms
would more effectively control use of services. Grants and payments
for these experiments and demonstration projects are to be made
from the Federal trust funds established for the hospital and supple-
mentary medical insurance programs under title XVIII of the act.

Section 222(b)(2) of the bill amends section 402(b) of the 1967
amendments to make conforming changes which permit demonstra-
tion projects as well as experiments and to require the Secretary to
furnish to the Committee on Ways and Means of the House of Repre-
sentatives and the Committee on Finance of the Senate

to placing an experiment or project in operation a written
report containing a full description of the experiment or project.

44—345 O—70—--——9
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Section 222(b)(3) of the bill amends section 1875(b) of the act to
provide that the Secretary's annual report to the Congress concerning
the operation of the health insurance program vill include a report
on the experiments and demonstration l)rojects authorized under the
amendments made by section 222(b) of the bill.

SECTION 223. LIMITATIONS ON COVERAGE 01' COSTS UNDER MEDICARE
PROGRAM

Section 223(a) of the bill amends section 1861(v) (1) of tile act
(defining reasonable cost for jllrposes of provider reimbursement) by
excluding froln recognition as reasonable any part of incurred cost
found to be unnecessary in the efficient delivery of needed health
services.

Section 223(b) of the bill amends section 1861(v)(1) of the act to
provide for the establishment of limits on Costs which will be recog-
nized as reasonable based on estimates of the costs necessary in efficient
delivery of services.

Section 223(c) and section 223(d) of the bill further amend section
1861(v)(1) of the act to make it clear that the medicare objective of
meeting all direct and indirect costs of providing covered services to
covered individuals does not extend to those costs determined to be
unnecessary in the efficient delivery of covered services.

Section 223(e) of the bill amends section 1866(a)(2)(B) of the act
to permit a provider to impose charges for items or services in excess
of or more expensive than items or services for which reimbursement
may be made under title XVIII even where not requested by the
patient provided that (A) such charges are customarily iml)osed by
such provider, do not exceed the excess cost of such items or services
in the provider's previous fiscal period, and are identified (to the
person to whom the items or services are furnished) as costs in excess
of those determined to be necessary, and (B) the Secretary provides
public notice that such charges may be imposed.

Section 223(f) of the bill amends section 1861(v) of the act (as
otherwise amended by the bill) to provide for reduction of program
reimbursement to providers of services in those instances where the
provider imposes charges in excess of or more expensive than those
determined to be necessary in the efficient delivery of health services
to the extent that such charges exceed the cost actually incurred for
such items or services.

Section 223(g) of the bill amends section 1866(a)(2) of the act to
provide that a provider of services may not impose additional charges
upon a patient as otherwise permitted under the amendments made
by section 223 if the admitting physician has a direct or indirect
financial interest in such provider.

Section 223(h) of the bill provides that these amendments will be
effective upon the enactment of the bill.

SECTION 224. LIMITS ON PREVAILING CHARGE LEVELS

Section 224(a) of the bill amends section 1842(b)(3) of the Social
Security Act with respect to the determination of the reasonable
charge for services furnished under the supplementary medical in-
surance program. Under the amendment, no charge for services
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rendered after June 30, 1970, and before July 1, 1971, may be deter-
mined to be reasonable if it exceeds the higher of (1) the prevailing
charge recognized by the carrier for similar services in the same locality
in administering the supplementary medical insurance program under
part B of title XVIII on June 30, 1970, or (2) the prevailing charge
level that would cover 75 percent of the customary charges made for
similar services in the same locality during the calendar year 1969 on
the basis of statistical data and methodology acceptable to the
Secretary.

With respect to services rendered after June 30, 1971, the charges
recognized as prevailing within a locality may be increased in any fiscal
year only to the extent found necessary to cover 75 percent of the
customary charges made for similar services in the same locality
during the last preceding elapsed calendar year, on the basis of statisti-
cal data and methodology acceptable to the Secretary; in no case
may they be increased (in the aggregate) beyond the levels that
would cover 75 percent of the customary charges made for similar
services in the same locality during the calendar year 1969, except to
the extent that the Secretary finds that such adjustments are justified
by economic changes on the basis of appropriate economic index data.

In the case of medical services, supplies, and equipment that, in the
judgment of the Secretary, do not generally vary significantly in
quality from one supplier to another, the charges incurred after June
30, 1970, and determined to be reasonable may exceed the lowest
charge levels at which such services, supplies, and equipment are
widely available in a locality only to the extent and under the cir-
cumstances specified by the Secretary.

Section 224(b) of the bill amends section 1903 of the act by adding
a new subsection (g) providing that payment to States under the
medicaid program may not be made with respect to any amount
paid for items or services furnished under a State plan after June 30,
1970, to the extent that such amount exceeds the charge which would
be determined to be reasonable for such items or services under the
amendments made by section 224(a) of the bill.

Section 224(c) of the bill amends section 506 of the act by adding a
new subsection (1) providing that payment to States under the
maternal and child health program may not be made with respect to
any amount paid for items or services furnished under a State plan
after June 30, 1970, to the extent that such amount exceeds the
charge which would be determined to be reasonable for such items or
services under the amendments made by section 224(a) of the bill.

SECTION 225. ESTABLISHMENT OF INCENTIVES FOR STATES TO EMPHASIZE
OUTPATIENT CARE UNDER MEDICAID PROGRAMS

Section 225(a) of the bill amends section 1903 Of the Social Security
Act (as otherwise amended by the bill) by adding a new subsection (a)
to provide variable Federal matching rates for certain services pro-
vided under State medicaid plans. Under the amendment, with
respect to services provided after December 1970 there will be (1) an
increase of 25 percent in the matching rate (up to a maximum of
95 percent) for outpatient hospital services, clinic services, and home
health services (other than physical therapy services); (2) a decrease
of 333 percent in the matching rate after the first 60 days of inpatient
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hospital services furnished an individual in any fiscal year in a general
or tuberculosis hospital; (3) a decrease of 33 percent in the matching
rate after the first 90 days of a patient's care in any fiscal year in a
skilled nursing home; and (4) a decrease of 333 percent in the matching
rate after 90 days of a patient's care (occurring after December 1970)
in a mental hospital, with the complete elimination of Federal match-
ing after the patient has received an additional 275 days of such care
during his lifetime.

Section 225(b)(1) of the bill amends section 1121 of the act by
adding a new subsection (f), providing the Secretary with authority
to reduce the amount of expenditures for which Federal matching
will be available in the case of intermediate care facilities in a State
(for calendar quarters after 1970), where he determines that a reason-
able cost differential does not exist between the cost of skilled nursing
home services and the cost of intermediate care facility services in
such State, by the reasonable equivalent of the increased amount paid
because of the lack of such differential.

Section 225(b)(2) of the bill amends section 1121(e) of the act
to eliminate public mental institutions from the definition of "inter-
mediate care facility".

SECTION 226. PAYMENT FOR SERVICES OF TEACHING PHYSICIANS UNDER
MEDICARE PROGRAM

Section 226 of the bill amends section 1833 of the Social Security
Act with respect to the basis and amount of reimbursement for certain
services performed by physicians in hospitals.

Section 226(a)(1) of the bill adds to section 1833(a)(l) of the act
a new clause (C) describing two circumstances under which payment
for services performed by a physician in a hospital and covered under
the supplementary medical insurance program established under part
B of title XVIII will be equal to 100 percent of the reasonable cost of
the services to the hospital or other medical service organization which
incurs the costs (instead of 80 percent of the charges for the services
as in present law). Such payment on a reasonable cost basis will be
applicable with respect to the physician's services to hospital patients
if (1) the services are similar to services furnished in comparable
circumstances to all patients (or all members of a class of patients)
who are not covered under the insurance program under part B of
title XVIII or under medicaid and such patients are not required to
pay the reasonable charge for the services even when they have private
insurance covering the services or (as defined in regulations) are other-
wise able to pay, or (2) patients covered under part B of title XVIII are
not required to pay any charges for the services, or are required to pay
reasonable charges but without obtaining from them or on their
behalf the applicable deductible and coinsurance amounts in addition
to the part B payments.

Section 226(a)(2) of the bill adds to section 1833(d) of the act a
new clause (3) to provide that expenses incurred under the supple-
mentary medical insurance program for physicians' services which are
reimbursed on the basis of 100 percent of reasonable cost to the hospi-
tal or medical service organization incurring such cost will not be
taken into account for purposes of meeting the annual $50 deductible
under that program.
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Section 226(b) of the bill provides that where the faculty of a medical
school provides services in a hospital which would be reimbursable
under part A of title XVIII if furnished directly by the hospital and
the hospital pays to the medical school on account of such services
less than the reasonable cost of such services to the school, the reason-
able cost of such services to the medical school will be included in
determining the reasonable cost to the hospital of furnishing services
covered under part A.

Section 226(c) of the bill provides that the amendments made by
section 226 (a) will apply to bills submitted and requests for payment
made after the date of enactment of the bill, and that the amendments
made by section 226(b) will be effective for accounting periods begin-
ning after such date.

SECTION 227. AUTHORITY OF SECRETARY TO TERMINATE PAYMENTS TO
SUPPLIERS OF SERVICES

Section 227(a) of the bill amends section 1862 of the Social Security
Act (as otherwise amended by the bill) by adding a new subsection (d)
which provides that no payment may be made under either part A
or part B of title XVIII for items or services furnished by a person
whom the Secretary determines (1) has made or caused to be made
false statements or misrepresentations of fact for use in applying for
payment or determining the right to a payment under the medicare
program; (2) has submitted or caused to be submitted bills or requests
for payment containing charges (or costs) which the Secretary, with
the concurrence of the program review team (discussed below), finds to
be substantially in excess of such person's customary charges (or
costs) unless there is good cause for such charges (or costs); or (3)
has furnished services or supplies which the Secretary, with the con-
currence of the physicians or other professional health personnel of the
program review team, determines are substantially in excess of the
needs of or are harmful to individuals, or are of grossly inferior quality.
The determinations of the Secretary pursuant to these provisions are
to be effective after there has been given such reasonable notice to the
public and the person involved as may be specified in regulations. The
stoppage of payment is to be effective with respect to services fur-
nished on or after the effective date of the determination (except in the
case of a hospital, extended care facility, and home health agency, for
which the determination would be effective in the manner provided for
terminations of agreements under section 1866(b) (3) and (4)) and will
continue until the Secretary finds that the abuses which led to the
decision have ceased and there is reasonable assurance that they will
not recur. Any person furnishing services who is dissatisfied with the
Secretary's decision is entitled to a hearing by the Secretary and to
judicial review of the Secretary's decision.

The new section 1862(d) also provides for the establishment by the
Secretary, in each State, of one or more program review teams. In
appointing these teams the Secretary will consult with State and
local professional societies, carriers and intermediaries, and consumer
representatives. The duties of the teams will include (1) the review of
statistical data on program utilization furnished by the Secretary;
(2) the submission of periodic reports to the Secretary concerning this
review together with any recommendations they may have concerning
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it; (3) the review of particular cases where there is a likelihood of
abuse; and (4) the submission to the Secretary of periodic reports
concerning such review, together with their analyses and recom-
mendations.

Section 227(b) of the bill amends section 1866(b) (2) of the act to
provide that the Secretary may terminate an agreement with a pro-
vider of services under the medicare program if he determines that
the provider (1) has made or caused to be made false statements or
misrepresentations of fact for use in applying for payment or deter-
mining the right to a payment under that program; (2) has submitted
or caused to be submitted requests for payment for services which
are substantially in excess of the costs incurred in rendering such
services; or (3) has furnished services or supplies which the Secretary,
with the concurrence of the physicians or other professional health
personnel of the program review team, determines are substantially
in excess of the needs of or are harmful to individuals, or are of grossly
inferior quality.

Section 227(c) of the bill amends section 1903(g) of the act (as
added by section 224(b) of the bill) to provide that no payment may
be made by the Federal Government to a State for amounts paid for
items or services furnished after June 1970 under a State plan for
medical assistance which are (1) in excess of the reasonable charge as
determined under the third, fourth, and fifth sentences of section
1842(b)(3) (as added by the bill), or (2) precluded from payment
under title XVIII because of a determination of the Secretary pursuant
to the new section 1862(d) (1) or under the new clause (D), (E), or.(F)
of section 1866(b) (2).

Section 227(d) of the bill amends section 506(f) of the act to
provide that no payment may be made by the Federal Government
to a State for amounts paid for items or services furnished under a
State plan for maternal and child health services and services for
crippled children which are (1) in excess of the reasonable charge as
determined under the third, fourth, and fifth sentences of section
1842(b)(3) (as added by the bill), or (2) precluded from payment
under title XVIII because of a determination by the Secretary pur-
suant to the new section 1862(d) (1) or under the new clause (D), (E),
or (F) of section 1866(b) (2).

SECTION 228. ELIMINATION OF REQUIREMENT THAT STATES MOVE
TOWARD COMPREHENSIVE MEDICAID PROGRAMS

Section 228 of the bill repeals section 1903(e) of the Social Security
Act (and section 2(b) of Public Law 9 1—36) so as to remove the re-
quirement that each State make "a satisfactory showing that it is
making efforts in the direction of broadening the scope of the care
and services made available under the plan and in the direction of
liberalizing the eligibility requirements for medical assistance, with
a view toward furnishing by July 1, 1975, comprehensive care and
services to substantially all individuals who meet the plan's eligibility
standards".
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SECTION 229. DETERMINATION OF REASONABLE COST OF INPATIENT
HOSPITAL SERVICES UNDER MEDICAID AND MATERNAL AND CHILD
HEALTH PROGRAMS

Section 229(a) of the bill amends section 1902(a)(13) of the Social
Security Act to authorize States to develop their own methods and
standards for determining the reasonable cost of inpatient hospital
care for medicaid eligibles, subject to the condition that (1) hospitals
and private patients may not be required to bear the cost of care for
those under the plan nor may the plan be required to pay for services
to those not covered by the plan, and (2) reimbursement by the States
may in no case exceed the amount which would be determined to be
the reasonable cost of the inpatient hospital services under title XV11I.

Section 229(b) of the bill amends section 505 (a) (6) of the act to
give States the same authority (to develop their own methods and
standards for determining the reasonable cost of inpatient hospital
care, subject to the specified conditions) under their maternal and
child health plans.

Section 229(c) provides that these amendments will be effective
July 1, 1971 (or earlier if the State plan so provides).

SECTION 230. AMOUNT OF PAYMENTS WHERE CUSTOMARY CHARGES FOR
SERVICES FURNISHED ARE LESS THAN REASONABLE COST

Section 230(a) of the bill amends section 1814(b) of the Social
Security Act to provide that payments to nonpublic providers of
services under the hospital insurance program will, subject to the
applicable deductible and coinsurance provisions, be the lesser of
the reasonable cost of the services as determined under section 1861(v)
of the act or the customary charges for the services. If the services
are furnished free or at only nominal charge by a public provider of
services, such payments will be determined on the basis of those items
(specified in regulations) included in the determination of the reason-
able cost which the Secretary finds will provide fair compensatioi
for the services.

Section 230(b) of the bill amends section 1833(a) (2) of the act to
provide that payments under the medical insurance program to non-
public providers of services will be 80 percent of the lesser of the
reasonable cost Of the services as determined under section 1861(v) or
the customary charges for the services. Public providers which furnish
services free or at nominal charge will be reimbursed at 80 percent of
reasonable cost as determined under section 18 14(b) (2) of the act.

Section 1833(c) of the bill amends section 1903(g) of the act (as
otherwise amended by the bill) to provide a similar basis for payments
to States under their plans established and approved under title XIX
of the act.

Sections 230(d) and 230(e) of the bill amend section 506(f) and
section 509(a) of the act (as otherwise amended by the bill) to pro-
vide a similar basis for payments to States for items and services
reimbursable under title V of the act.

Section 230(f) of the bill provides that the amendments made by
section 230 (a) and (b) will apply to services furnished by hospitals,
extended care facilities, and home health agencies in accounting pe-
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nods beginning after June 30, 1970, and that the amendments made
by section 230 (c), (d), and (e) will apply to services furnished in
calendar quarters beginning after June 30, 1970.

SECTION 231. INSTITUTIONAL PLANNING UNDER MEDICARE PROGRAM

Section 231(a) of the bill amends section 1861(e) of the Social
Security Act to require an institution to have in effect an overall
plan and budget in order to qualify as a hospital under the medicare
program.

Section 231(b) of the bill amends section 1861(f)(2) of the act to
impose a similar requirement with respect to psychiatric hospitals.

Section 231(c) of the bill amends section 1861(g)(2) of the act to
impose a similar requirement with respect to tuberculosis hospitals.

Section 231(d) of the bill amends section 1861(j) of the act to impose
a similar requirement with respect to extended care facilities.

Section 231 (e) of the bill amends section 1861(o) of the act to
impose a similar requirement with respect to home health agencies.

Section 231(f) of the bill further amends section 1861 of the act by
adding a new subsection (z), which defines an overall plan and budget
as one that provides for a detailed annual operating budget, provides
for a capital expenditure plan for at least a 3-year period which in-
cludes all anticipated capital expenditures in excess of $100,000, is
reviewed and updated annually, and is prepared by a committee
consisting of representatives of the administrative staff, the medical
staff, and the governing body of the institution involved.

Section 231(g) of the bill amends sections 1814(a)(2)(C), 1814(a)
(2)(D), and 1863 of the act to make conforming changes.

Section 231(h) of the bill amends section 1865 of the act to pro,vide
that if the Joint Commission on Accreditation of Hospitals requires
hospitals to have institutional plans as defined in the new section
1861 (z) as a condition of accreditation, all hospita]s accredited by
the Commission may be considered as satisfying the new section
1861(e) (8)

Section 231(i) of the bill provides that these amendments will
apply with respect to any provider of services for its fiscal years
beginning after the fifth month following the month in which this
act is enacted.

SECTION 232. PAYMENTS TO STATES UNDER MEDICAID PROGRAMS FOR
INSTALLATION AND OPERATION OF CLAIMS PROCESSING AND INFOR-
MATION RETRIEVAL SYSTEMS

Section 232(a) of the bill amends section 1903(a) of the Social
Security Act by inserting a new paragraph (3) which authorizes 90-
percent Federal matching to enable States to design, develop, and
install mechanized claims processing and information retrieval systems
deemed necessary by the Secretary to provide efficient and economical
administration of their medicaid plans and to be compatible with
claims processing and retrieval systems utilized in the administration of
title XVIII, including matching of the State's share of the cost of
installing such a system to be used jointly in the administration of
such State's plan and that of any other State approved under title
XIX.
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rihe new section 1903(a)(3) also authorizes 75-percent Federal
matching of administrative expenses incurred in the operation of such
systems if they are approved by the Secretary and have the capacity
to provide basic information to recipients on services paid for by the
program, including the names of the providers furnishing services to
such recipients, the dates on wrhich such services were furnished, and
the amount of the payment made.

Section 232(b) of the bill provides that this amendment will apply to
medicaid expenditures made after June 30, 1970.

SECTION 233. ADVANCE APPROVAL OF EXTENDED CARE AND HOME
HEALTH COVERAGE UNDER MEDICARE PROGRAM

Section 233(a) of the bill amends section 1862 of the Social Security
Act (as otherwise amended by the bill) by adding a new subsection (e).
Paragraph (1) of the new subsection (e) provides that (1) where a
patient's physician completes the certification for post-hospital
exten(Ied care services or post-hospital home health services (which is
required by subpar. (C) or (D) of sec. 1814(a) (2) of the act) for a
condition which is designated in regulations, and (2) such physician
submits to the extended care facility prior to the patient's admission a
plan for furnishing the services or to the home health agency prior to
the first visit a plan specifying the tyi)e and frequency of the services
required, and (3) there is compliance with such additional procedures
and requirements as may be prescribed in regulations, then the
provisions of section 1862(a)(1) (excluding coverage for services
which are not reasonable and necessary for diagnosis or treatment of
an illness or injury or to improve the functioning of a malformed
body member) and section 1862(a)(9) (excluding coverage for
custodial care) will not al)ply for the conditions and related periods
of tim.e prescribed in regulations. An exception to this rule is made
where, in the case of extended care services, a finding is made by the
facility's utilization review committee (under sec. 18 14(a) (7) of
the act) that further stay in the facility is not medically necessary.

Paragraph (2) of the new section 1862(e) provides that, in specifying
the conditions and periods of time described above, the Secretary will
take into account the medical severity of such conditions, the periods
for which such conditions generally iequire extended care or home
health services, the length of stay in an institution generally needed
for treatment, and other pertinent factors affecting the type of care
to be provided.

Paragraph (3) of the new section 1862(e) provides that if the Secre-
tary determines that a physician is submitting with some frequency
erroneous certifications of conditions prescribed in regulations or
inappropriate l)la1s of treatment, the provisions of sections 1862(a) (1)
and 1862(a) (9) of the act will, after the date of such determination,
apply to patients for whom such physician submits certifications or
plans notwithstanding paragraph (1) of the new section 1862(e).

Section 233(b) provides that this amendment will be effective with
respect to admissions to extended care facilities, and home health
plans initiated, on and after January 1, 1971.
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SECTION 234. PROHIBITION AGAINST REASSIGNMENT OF CLAIMS TO
BENEFITS

Section 234(a) of the bill amends section 1842(b) of the Social
Security Act so as to prohibit payment for services provided under
the supplementary medical insurance program to anyone other than
the individual to whom the services were provided or the physician
or other person providing the services. However, payment may be
made to the employer of the physician or other person providing the
services if such physician or other person is required as a condition of
his employment to turn over his fee for such services to his ethployer;
and where the service is provided in a hospital, clinic, or other facility
payment may be made to the facility if there is a contractual arrange-
ment between the physician or other person and the facility under
which the facility submits the bill for such services.

Section 234(b) amends section 1902(a) of the act so as to prohibit
l)ayment for services provided under approved State medicaid pro-
grams to anyone other than the physician, dentist, or other inde-
pendent practitioner who provided the services. However, payment
may be made to the employer of such physician, dentist, or other inde-
pendent practitioner if he is required as a condition of his employment
to turn over his fees to the employer; and where the care or service
to turn over his fee for such services to the employer; and where the
care or service is provided in a hospital, clinic, or other facility pay-
ment may be made to the facility if there is a contractual arrangement
between the practitioner and the facility under which the facility
submits the bill for such services.

Section 234(c) of the bill provides that the amendment made by
section 234(a) will apply with respect to bills submitted and requests
for payment made after the date of enactment of the bill, and that
the amendment made by section 234(b) will be effective July 1,
1971, or earlier if the State plan so provides.

SECTION 235. UTILIZATION REVIEW REQUIREMENTS FOR HOSPITALS AND
SKILLED NURSING HOMES UNDER MEDICAID AND MATERNAL AND
CHILD HEALTH PROGRAMS

Section 235(a) (1) of the bill amends section 1903(g) of the Social
Security Act (as added and otherwise amended by the bill) to require
as a condition of payment under the medicaid program that hospitals
and skilled nursing homes participating in such program have their
medicaid cases reviewed by the same utilization review committee
which already reviews their medicare cases or, if such a committee
does not exist, by a committee which meets the requirements imposed
by section 1861(k) of the act for purposes of the medicare program.

Section 235(a) (2) of the bill amends section 1902(a) (30) of the act
to make a conforming change.

Section 235(b) of the bill amends section 506(f) of the act (as added
and otherwise amended by the bill) to impose with resl)ect to services
provided by hospitals and skilled nursing homes under the maternal
and child health program (title V of the act) the same utilization
review requirement as is imposed with respect to services under the
medicaid program under the amendment made by section 235(a) (1).
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Section 235(c) of the bill provides that the amendments made by
section 235(a)(1) and (b) will apply to services furnished after June 30,
1971, and that the amendment made by section 235(a)(2) will be effec-
tive July 1, 1971.

SECTION 236. ELIMINATION OF REQUIREMENT THAT COST-SHARING
CHARGES IMPOSED ON INDIVIDUALS OTHER THAN CASH RECIPIENTS
UNDER MEDICAID BE RELATED TO THEIR INCOME

Section 236(a) of the bill amends section 1902( a)( 14) of the Social
Security Act to eliminate the requirement that any deductible or cost-
sharing charge which is imposed under a State medicaid plan upon a
medically indigent recipient must be related to such recipient's income
or his income and resources. (The imposition of deductibles or cost-
sharing charges upon cash assistance recipients continues to be pro-
hibited.)

Section 236(b) of the bill provides that this amendment will be effec-
tive January 1, 1971 (or earlier if the State plan so provides).

SECTION 237. NOTIFICATION OF UNNECESSARY ADMISSION TO A

HOSPITAL OR EXTENDED CARE FACILITY UNDER MEDICARE PROGRAM

Section 237(a) of the bill amends section 1814(a)(7) of the Social
Security Act to include among the cases where medicare payments are
to be terminated for medically unnecessary services those cases where
the services involved are found to be medically unnecessary by a
utilization review committee or group in the course of its sample or
other review of admissions to a hospital or extended care facility.

Section 237(b) of the bill provides that this amendment will be
effective with respect to services furnished after the second month
following the month in which the bill is enacted.

SECTION 238. USE OF STATE HEALTH AGENCY TO PERFORM CERTAIN
FUNCTIONS UNDER MEDICAID AND MATERNAL AND CHILD HEALTH
PROGRAMS

Section 238(a) of the bill amends section 1902(a)(9) of the Social
Security Act to require State medicaid plans to provide that the
State health agency will have responsibility for establishing and
maintaining health standards for institutions in which medicaid re-
cipients may receive care or services (with the State authority or
authorities presently referred to in sec. 1902(a)(9) retaining re-
sponsibility for establishing and maintaining standards other than
those relating to health for such institutions).

Section 238(b) of the bill amends section 1902(a) of the act by
adding (in a new par. (32)) a new plan requirement under which
the State health agency is given responsibility for establishing a plan
for the review by professional health personnel of the quality and
appropriateness of care and services furnished to medicaid recipients
in order to provide guidance to the State medicaid agency, nd (in
most cases) is given responsibility for determining whether institutions
and agencies meet the applicable requirements for j)articipation in the
medicaid program.

Section 238(c) of the bill amends section 505(a) of the act by adding
(in a new par. (15)) substantially the same new plan require-
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ment for maternal and child health purposes as the requirement
added for medicaid lurloses by section 238(b).

Section 238(d) of the bill provides that these amendments will be
effective July 1, 1971.

SECTION 239. PAYMENTS TO HEALTH MAINTENANCE ORGANIZATIONS

Section 239 (a) of the bill adds to title XVIII of the Social Security
Act a new section 1876 providing for payments to health maintenance
organizations.

Paragraph (1) of the new section 1876(a) authorizes the Secretary to
determine by actuarial methods a combined part A and B prospective
per capita rate of payment to health maintenance organizations. Pay-
ments are to be made for services provided to individuals who are en-
rolled in such organizations and are also entitled to hospital insurance
benefits under part A and enrolled for medical insurance benefits under
part B. These payments are in lieu of amounts that would otherwise
be payable with respect to such individuals under sections 1814(b) and
1833(a) of the act.

Paragraph (2) of the new section 1876(a) provides that the rate of
payment to such an organization is to be determined annually in ac-
cordarice with regulations established by the Secretary. This rate will
take into account the health maintenance organization's premiums for
its other enrollees and other pertinent factors which the Secretary may
J)rescribe. (Actuarial adjustments are to be made reflecting the differ-
ence in utilization between a health maintenance organization's mem-
bers who are under age 65 and its members age 65 and over.) r he rate
of payment is not to exceed 95 percent of the amount the Secretary
estimates would be paid if the services were furnished by sources other
than a health maintenance organization.

Paragraph (3) of the new section1876(a) provides that the payment
to health maintenance organizations is to be made from the Federal
hospital insurance trust fund and the Federal supplementary medical
insurance trust fund. The portion of such payment to be made from
the supplementary medical insurance trust fund to a health mainte-
nance organization for a month will be equal to 200 percent of the prod-
uct of (A) the number of covered enrollees in the organization in such
month and (B) the monthly premium rate for supplementary medical
insurance for that month. The remainder of the monthly payment will
be paid from the hospital insurance trust fund.

The new section 1876(b) defines a "health maintenance organiza-
tion" as a public or private organization which—

(1) provides, directly or through arrangements with others,
health services to enrolled individuals on a per capita prepayment
basis;

(2) provides to enrolled individuals, through qualified providers
of services, all of the services and benefits covered under parts
A and B of title XVIII;

(3) provides physicians' services directly through physicians
who are either employees or partners of the organization or under
an arrangement with an organized group (or groups) of physicians
which is (or are) reimbursed for services on the basis of an aggre-
gate fixed sum or on a per capita basis;

(4) demonstrates to the satisfaction of the Secretary proof of
financial responsibility and capability to provide comprehensive
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health care services (including institutional services) efficiently,
effectively, and economically;

(5) has enrolled members at least half of whom are under age
65;

(6) has arrangements that assure that the health services re-
quired by its members are received promptly and appropriately
and that the services received measure up to quality standards
established under regulations prescribed by the Secretary; and

(7) has an open enrollment period at least once every 2 years
under which it accepts eligible individuals, without underwriting
restrictions, on a first-come first-accepted basis up to the limit
of its capacity.

The new section 1876(c) provides that the benefits provided to an
individual through a health maintenance organization will consist of—

(1) services described in sections 1812 and 1832 which are
furnished by such organization in accordance with the new section
1876(e);

(2) emergency services (as defined in regulations) furnished to
him by a physician, supplier, or provider of services other than
the health maintenance organization, with payment being made
by the organization on the individual's behalf.

The new section 1876(d) provides that (subject to the provisions of
section 1876(e)) every individual who is entitled to hospital insurance
benefits under part A and who is enrolled for medical insurance bene-
fits under part B will be eligible to enroll with a health maintenance
organization which serves the geographic area in which he resides.

The new section 1876(e) provides that regulations are to be pre-
scribed to govern enrollment and termination of enrollment with a
health maintenance organization.

The new section 1876(1) provides that an individual enrolled with
a health maintenance organization is entitled to a hearing before the
Secretary (to the same extent as is provided in section 205(b) of the
act) if the amount in controversy is $100 or more and the individual
is dissatisfied because of his failure to receive without additional cost
any health service to which he believes he is entitled. In any such
hearing the Secretary will make the health maintenance organization
a party thereto. If the amount in controversy is $1,000 or more, the
individual or the health maintenance organization will be entitled to
judicial review of the Secretary's final decision.

Paragraph (1) of the new section 1876(g) provides that if the health
maintenance organization provides only the services described in
section 1876(c), its premium rate may not exceed the actuarial value
of the cost-sharing provisions applicable under part A and part B.

Paragraph (2) of the new section 1876(g) provides that if the health
maintenance organization provides additional services it will furnish
its enrollees with information as to the division of its premium rate
between the portion for the additional services and the portion for
the services described in section 1876(c); the latter portion may not
exceed the actuarial value of the cost-sharing provisions applicable
under part A and part B.

Section 239(b) of the bill amends section 1866 of the act by adding
at the end a new subsection (f) which provides that the term "provider
of services" is to include a health maintenance organization if it meets
the requirements of the new section 1876.
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Section 239(c) of the bill provides that any health main tetiance
orgiiniztttioii \VhiclI Ii as entered into an agreement vitli the Secretary
1)U1'SLiltIIt to sectioii 1866 of the act vill be entitled to l)aymlIemit only as
provided in the iiev section 876; tIme provisions of section 833 of
the act do not ap1)Iy.

Section 239(d) of the bill provides that the effective date of aimy
agreement vithi a health iiiaimiteiimtnce organization will be specified
in the agreement l)ursuant to regulations.

Section 239(e) of the bill amends sections 1814(a), 1833 (a), and
1866(b) (2) of the act to make conforming changes.

Section 239(f) of the bill provides that these aineudniemits will be
effective vitli resl)eet to services provided oti or after January 1, 1971

PART C—MISCELLANEOUS AND '['EcLINIcAL PitovlsloNs

SECTION 251. COVERAGE PRIOR TO APPLICATION FOR MEDICAL ASSISTANCE

Section 251(a) of the bill amends section 1902(a) of the Social
Security Act by ad(ling (in a new paragraph (33)) a new requirement
under winch State medicaid i1aiis must l)rOVi(le for l)1LY111e11t5 of
medical assistance where care or services included liii der the 1)1 atm were
furnished in or after the third mouth prior to the month of mq)l)ILC1L—
tion for individuals who were otherwise eligible when time care or ser-
vices 'IOrC received.

Section 251(b) of the bill provides that this amnendmeimt will be
effective July 1, 1971.

SECTION 252. HOSPiTAL ADMISSIONS FOR I)ENTAL SERVICES UNI)ER THE
MEDICARE PROGRAM

Section 252( a.) of the bill amends section 1814( a)( 2) of the Social
Security Act by adding a new subparagraph (E) which i)1ovi(les that,
ill order to rvceiv payment for inpatient hospital services iii con-
nection with a dental l)Ioce(llmr(, a )hysicialm must certify that the
pat.ieiit suffers from impairments which are of such severity that Ia'

requires hospitalizatiomi.
Section 252(b) of the bill amends section 1861(r) of the act to

provi(le that. a doctor of dentistry or of (lental or oral surgery may
make the certification described iii the new subparagraph (E) of
section 1814(a)(2).

Section 252(c) of the bill amends section 1862(a) (12) of time act to
miiake it clear that payuient under part. A for inj)atiellt hospital services
in connection with dental procedures will not be excluded from
coverage when the I)atient suffers from severe imj)airments v1nc1i
require that. ho be hospitalized.

Section 252(d) of the bill 1)rovides that these aIneII(lIflelltS vill be
effective with respect. to admissions occurring after the secomI(l month
following the month of enactment.

SECTION 253. EXEMPTION OF CHRISTIAN SCIENCE SANATORIUMS FROM
CERTAIN NURSING HOME REQUIREMENTS UNJ)ER MEDICAII) PROGRAMS

Section 253(a) of the bill amends section 1902(a) of the Social
Security Act to exclude Christian Science sanatoriuins from the terms
''skilled nursing home'' and ''nursing home'' for specified medicaid
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purposes and thereby to exempt them from the requirements estab-
lished for skilled nursing homes which relate to medical practices
and activities such as maintaining an organized nursing service
under the direction of a registered nurse, maintaining detailed medical
records, having diagnostic and other service arrangements with
general hospitals, and having a skilled nursing home administrator
licensed by the State. States are relieved of the requirement that they
provide regular medical review and periodic inspections of the care
provided in Christian Science sanatoriums.

Section 253(b) of the bill amends section 1908(g)(1) of the act
(relating to State programs for licensing nursing home administrators)
to provide that the term "nursing home" contained therein does not
include Christian Science sanatoriums.

Section 253(c) of the bill provides that these amendments will be
effective upon the enactment of the bill.

SECTION 254. PHYSICAL THERAPY SERVICES UNDER MEDICARE PROGRAM

Section 254(a)(l) of the bill amends section 1861(p) of the Social
Security Act to include, as part of "outpatient physical therapy
services," physical therapy services furnished by a licensed physical
therapist in his office or in the patient's home if such services are
furnished in accordance with regulations including such conditions
relating to health and safety as the Secretary finds necessary.

Section 254(a) (2) and (3) amend section 1833 of the act (as other-
wise amended by the bill) to provide that no more than $100 in any
calendar year may be considered as incurred expenses for purposes
of payments for the physical therapy services described in the amend-
ment made by section 254( a)( 1), and that reimbursement will be on
the basis of the reasonable charges for such services.

Section 254(a)(4) amends section 1832(a)(2)(C) of the act to pro-
vide that the services described in the amendment made by section
254(a)(1) will not be considered as outpatient physical therapy
services benefit for which reimbursement may only be made on behalf
of the entitled beneficiary; thus reimbursement may either be made
directly to the beneficiary for the incurred expenses or on his behalf
(upon assignment by him) to the physical therapist who furnished
the services.

Section 254(b) of the bill amends section 1861(p) of the act (as
otherwise amended by the bill) to provide that "outpatient physical
therapy services" include physical therapy services furnished by a
hospital or extended care facility to an inpatient of such institution.

Section 254(c) of the bill amends section 1861(v) of the act by
adding a new paragraph providing that the payment for physical
therapy. services furnished by a provider of services, or by a clinic,
rehabilitation agency, or public health agency, or by others under
arrangements with such a provider, agency, or organization, may not
exceed the amount that would reasonably have been paid as salary
if the services had been performed by an employee.

Section 254(d) of the bill provides that the amendments made by
sections 254(a) and 254(b) will apply with respect to services furnished
after December 31, 1970, and that the amendments made by section
254(c) will apply with respect to provider accounting periods begin-
fling after the enactment of the bill.
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SECTION 255. EXTENSION OF GRACE PERIOD FOR TERMINATION OF SUP-
PLEMENTARY MEDICAL INSURANCE COVERAGE WHERE FAILURE TO
PAY PREMIUMS IS DUE TO GOOD CAUSE

Section 255(a) of the bill amends section 1838(b) of the Social
Security Act (which presently provides that termination of coverage
under the supplementary medical insurance program for nonpayment
of premiums shall be deferred for a grace period not in excess of 90
days during which overdue premiums may be paid and coverage
continued) to authorize the extension of the grace period for an addi-
tional 90 days where the Secretary determines that there was good
cause for failure to pay the overdue premiums within the initial 90-
day period.

Section 255(b) provides that this amendment will apply with
respect to nonpayment of premiums becoming due and payable oii or
after the date of enactment of the bill. For purposes of the amend-
ment any premium which became due and payable within the 90-day
period immediately preceding the date of enactment is considered as
becoming due and payable as of such date.

SECTION 256. EXTENSION OF TIME FOR FILING CLAIM FOR SUPPLEMEN-
TARY MEDICAL INSURANCE BENEFITS WHERE DELAY IS DUE TO AD-
MINISTRATIVE ERROR

Section 256(a) of the bill amends section 1842(b)(3) of the Social
Security Act to provide that a bill submitted or a request for pay-
ment made after the close of the calendar year following the year in
which the related service was furnished may be honored notwith-
standing the lapse of time if the delay in submitting the bill or in
requesting the payment is due to error or misrepresentation of the
Government or one of its agents and if the bill is submitted or the
request for payment is made as soon as possible after the fact of such
error or misrepresentation is established.

Section 256(b) of the bill provides that this amendment will apply
with respect to bills submitted and requests for payment made after
March 1968.

SECTION 257. WAIVER OF ENROLLMENT PERIOD REQUIREMENTS WHERE
INDIVIDUAL'S RIGHTS WERE PREJUDICED BY ADMINISTRATIVE ERROR
OR INACTION

Section 257(a) of the bill amends section 1837 of the Social Security
Act by adding a new subsection (f), providing that where the Secre-
tary finds that an individual's enrollment or nonenrohiment in the
supplementary medical insurance program is unintentional, inadvert-
ent, or erroneous because of the error, misrepresentation, or inaction
of a (lepartmental officer, employee, or agent, the Secretary may take
such action as may be necessary to correct or eliminate the effects of
such error, misrepresentation, or inaction (including the (leSigflatiofl
for such individual of a special initial or subsequent enrollment pe-
riod, with a coverage period determined on the basis thereof and with
appropriate adjustments of premiums).

Section 257(b) of the bill provides that this amendment will be
effective as of July 1, 1966.
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SECTION 258. ELIMINATION OF PROVISIONS PREVENTING ENROLLMENT
IN SUPPLEMENTAL MEDICAL INSURANCE PROGRAM MORE THAN THREE
YEARS AFTER FIRST OPPORTUNITY

Section 258 of the bill amends section 1837(b) of the Social Security
Act to permit eligible individuals to enroll or reenroll in the supple-
mentary medical insurance program during any prescribed general
enrollment period by eliminating the requirement that an individual
must enroll (or reenroll after termination of a previous enrollment)
within 3 years following the close of his initial enrollment period (or
following the effective date of such termination). The restriction that
no individual may enroll in the supplementary medical insurance
program more than twice is retained.

SECTION 259. WAIVER OF RECOVERY OF INCORRECT PAYMENTS FROM
SURVIVOR WHO IS WITHOUT FAULT UNDER MEDICARE PROGRAM

Section 259(a) of the bill amends section 1870(c) of the Social Se-
curity Act (which presently provides that with respect to an over-
payment there will be no adjustment as required under section 1870(b)
of the act (or recovery) in any case in which the individual to whom
the incorrect payment was made is without fault and where such
adjustment (or recovery) would defeat the purpose of title II of the
act or would be against equity and good conscience) to make its pro-
visions applicable to any person who is without fault and subject to
adjustment as provided for in section 1870(b) (4) of the act.

Section 259(b) of the bill provides that this amendment will apply
with respect to waiver actions considered after the date of enactment
of the bill.

SECTION 260. REQUIREMENT OF MINIMUM AMOUNT OF CLAIM TO
ESTABLISH ENTITLEMENT TO HEARING UNDER SUPPLEMENTARY
MEDICAL INSURANCE PROGRAM

Section 260(a) of the bill amends section 1842(b)(3)(C) of the
Social Security Act (which presently provides that enrollees in the
supplementary medical insurance program will be granted fair hearings
by the carrier in cases where requests for payment are denied or
are not acted upon with reasonable promptness or when the amount
of payment is in controversy) to provide that a minimum amount of
$100 must be at issue before such a hearing will be granted.

Section 260(b) of the bill provides that this amendment will apply
with respect to hearings requested after the date of enactment of the
bill.

SECTION 261. COLLECTION OF SUPPLEMENTARY MEDIcAL INSURANCE
PREMIUMS FROM INDIVIDUALS ENTITLED TO BOTH SOCIAL SECURITY
AND RAILROAD RETIREMENT BENEFITS

Sections 261 (a), (b), (c), and (d) of the bill amend sections 1840
and 1841 of the Social Security Act to provide that a railroad retire-
ment beneficiary's monthly supplementary medical insurance pre-
miums will be deducted from his railroad retirement pension regardless

44—345 O—70—-——--1O
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of any entitlement he may have to monthly benefits under title II
of the act.

Section 261(e) of the bill amends section 1841 of the act by adding
a new subsection (i) providing that the Managing Trustee of t.he
Supplementary Medical Insurance rfrtlst Fund is to reimburse the
Railroad Retirement Board from the trust fund in such amounts as
the Secretary of Health, Education, and Welfare determines to be
equal to the costs incurred by the Board in making the premium
deductions.

Section 261(f) of the bill provides that these amendmeiits will apply
with respect to premiums becoming due and payable after the fourth
month following the month of enactment of the bill.

SECTION 262. PAYMENT FOR CERTAIN INPATIENT HOSPITAL SERVICES
FURNISHED OUTSIDE THE UNITED STATES

Section 262(a) of the bill amends section 18 14(f) of the Social Se-
curity Act to make medicare benefits payable for inpatient hospital
services furnished outside the United States in cases where the bene-
ficiary is a resident of the United States and the foreign hospital is
closer to, or substantially more accessible from, his residence than the
nearest hospital in the United States which was suitable and available
for his treatment. Such benefits are to be payable without regard to
whether an emergency existed or where the illness or accident occurred.
(In present law section 1814(f) limits payment to emergencies occur-
ring within the United States.) Payment for covered hospital services
furnished outside the United States would be made essentially on the
same basis as payment for emergency services furnished by a non-
participating hospital within the United States.

Section 262(b) of the bill amends section 1861(e) of the act to provide
that medicare benefits payable under the amended section 18 14(f)
will be payable only with respect to inpatient services furnished by a
hospital which has been accredited by the Joint Commission on Ac-
creditation of Hospitals or by a hospital-approval program having
essentially comparable standards.

Section 262(c) of the bill makes a conforming change in section
1862(a) (4) of the act

Section 262(d) of the bill provides that these amendments will be
applicable to services furnished with respect to admissions occurring
after December 31, 1970.

SECTION 263. STUDY OF CHIROPRACTIC COVERAGE

Section 263 of the bill directs the Secretary of Health, Education,
and Welfare (utilizing his authority under section 1110 of the Social
Security Act) to conduct a study of the coverage of services performed
by chiropractors under State medicaid plans approved under title
XIX of the Social Security Act to determine whether, and to what
extent, chiropractic services should be covered under part B of
title XVIII. The study is to focus on the limitations which should be
placed upon such coverage (including )ayIne11t limitations) and is to
include one or more experimental, pilot, or demonstration projects
designed to assist in providing under controlled conditions the infor-
mation necessary to achieve the objectives of the study. The Secretary
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is to report the results of the study to the Congress within 2 years
after the date of enactment of the bill, together with his findings and
recommendations based on the study, and on other relevant informa-
tions.

TITLE 111—MISCELLANEOUS

SECTION 901. MEANING OF TERM "SECRETARY"

Section 301 of the bill makes it clear that the term "Secretary"
(unless the context otherwise requires) means the Secretary of Health,
Education, and Welfare when it is used in the bill and in the amend-
ments made by the bill.



VI. SEPARATE VIEWS OF HON. CHARLES A. VANIK,
OF OHIO

Although this bill provides some long-needed improvements in the
social security system, I am distressed with the decision to reduce the
old-age and disability insurance fund by $30.2 billion in the next 4 years
with a compounded loss including interest totaling $54.9 billion by
January 1, 1980.

The reduction of the old-age and disability tax rate was achieved
by deferring the scheduled increase in the employer-employee com-
bined contribution rate to 10 percent until January 1, 1975. Present
law would have increased the combined 8.4-percent rate to 9.2 percent
on January 1, 1971, and to 10 percent on Januaiy 1, 1973.

I cannot agree with the Social Security authorities who deplore the
healthy growth of the social security fund. Those who criticize and
question the soundness of this program are given comfort by our
legislative action which diverts almost $62.6 billion from the fund
over the next 40 years.

Under regular insurance actuarial standards, the social security
trust fund is far below accepted reserve requirements. The tax stretch-
out further reduces the strength of the trust fund at a time of uncer-
tainties beyond projection or prophecy.

Our action in reducing the tax rate on the old age, survivors', and
disability insurance fund is an inflationary action which comes simul-
taneously with income tax reductions. It would seem provident to place
some of the tax reduction into the retirement reserve.

Furthermore, the trust funds are becoming more substantial
investors in the Federal debt. The time is not far distant when 40
percent of the Federal debt will be held by trust fund accounts. The
trust fund contributions constitute the only investment in the Federal
debt of millions of American taxpayers. Incredible as it may seem,
the substantial investment of the trust funds in the Federal debt have
served to keep the Federal interest rate and the public interest rate
from reaching even greater heights.

Those who oppose the increased reserves in the social security trust
fund are also those who oppose increased benefits. They are willing
to shortchange the trust funds in order to reduce pressures for in-
creased benefits and services needed by retired Americans. The worker-
contributor will save a few pennies but the corporations of America
will have a windfall of $15 billion in 4 years at the expense of a stronger
social security fund and a better program. This proposal is penny
wise but pound foolish.

CHARLES A. VANIK.
(140)



VII. SUPPLEMENTAL REPUBLICAN VIEWS

We believe the committee did a commendable job in adopting a
series of structural changes that will produce greater equity in our
social security program. We are particularly pleased that the com-
mittee has acted favorably on the administration's proposals to
improve benefits for widows and increase the amount that an indi-
vidual may earn without losing benefits. We also support the provisions
of the bill designed to improve the effectiveness and hold down the
costs of the medicare, medicaid, and maternal and child health
programs.

However, we must express concern about several of the actions
taken by the committee. First, we are concerned about the manner
and timing of the 5-percent benefit increase provided in the committee
bill. Second, we are concerned about the implications of the actuarial
imbalance that will exist in the fund for the immediate future, even
though this imbalance is admittedly small. Finally, we deeply regret
the partisan rejection of the administration's recommendation for
automatically adjusting benefits in the future as the cost of living
increases.

I. POOR TIMING OF THE BENEFIT INCREASE

At the jutset, we want to firmly state our belief that social security
beneficiaries are entitled to benefit increases to replace purchasing
power lost to inflation. Additionally, we feel that Congress should
periodically review the benefit schedule in the light of overall advances
in economic activity. Congress has enacted benefit increases in the
past in accordance with these essential principles and will continue
to do so in the future.

Since 1965, Congress has increased cash benefits by 39 percent,
and has also enacted the medicare program which for the aged is
today equivalent to about a 30-percent increase in benefits.. This
record certainly reflects our sincere desire to be fair toward those
relying on social security benefits.

We believe it is equally important to be fair to those who are bear-
ing the tax burden necessary to provide these benefits. When the
tax increases provided by this bill are fully effective, social security
employee taxes will exceed the income taxes payable by a working
man with a wife and two children (taking the higher of the standard
deduction or low-income allowance) at all wage levels below $7,170.
This does not include the employer's share of the tax, although most
economists agree that the economic incidence of the employer's
share of the tax falls on the employee. It is also important to note
that social security taxes are applied to the worker's wages without
allowing any deductions or exemptions.

We simply must remember that the income that a worker can
currently devote to future contingencies is limited by his ability to
meet the immediate needs of his family. If the cost of social security
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cuts too deeply into daily living requirements, people will begin to
make unfavorable comparisons between current costs and distant
benefits. If the time ever comes that current workers are unwilling
to bear the cost of providing benefits to current retirees, the social
security system will be in real danger and those who will stand to lose
most will be the current beneficiaries.

We are concerned that the timing of the 5-percent benefit increase
included in this bill, coming on top of a 15-percent increase that social
security beneficiaries began receiving only last month, fails to give
sufficient weight to both the benefits that should be payable and the
burdens that may be reasonably imposed on today's workers.

We wholeheartedly supported the 15-percent increase enacted into
law on December 30 of last year. It must be recognized, however, that
in doing so Congress provided benefits nearly half again as large as
was necessary to make up for increases in the cost of living. Realizing
that the war against a deeply entrenched inflation resulting from
years of fiscal irresponsibility could not be won overnight, we provided
a cushion against further increases in the cost of living on a prospective
basis. Despite this, the committee has, only 4 months after we pro-
vided a 15-percent increase, voted an additional 5-percent benefit
increase payable next January 1. This results in combined increases
of nearly 21 percent within a 1-year period, which is substantially
above the erosion in benefits that has resulted from inflation since the
last increase in 1968.

Under the proposal for automatically adjusting benefits to increases
in the cost of living, which we support, it is estimated that an increase
in benefits of around 5 percent would be payable at the end of 1971.
It is therefore not the benefit increase that concerns us, but its timing.
The practice of bunching increases of this magnitude back to back
will in the long run lead to further substantial increases in the tax
burdens that must be imposed.

Additionally, the timing of this increase will result in an increase
in spending in the unified budget of around $700 million in fiscal
1971. Coming on top of other increases in Federal spending and possible
shortfalls in Federal revenue, the timing of this increase may seriously
impair public confidence in our Government's determination to win
the battle against inflation. Social security beneficiaries living on
fixed incomes suffer the most from inflation. They should not be made
the scapegoat for governmental programs to deal with inflation, as
we recognized in supporting the recent 15 percent benefit increase.
But by the same token, they will suffer the most if our determination
to control inflation is seriously impaired.

II. ACTUARIAL IMBALANCE IN THE OASDI FUND DURING THE IMMEDIATE
FUTURE

During the history of the social security program, tolerances have
been established to determine when the social security funds are
actuarially in balance. Since 1965, when estimates were placed on a
75-year basis, the fund has been considered to be actuarially in balance
only when long-term level costs are financed within one-tenth of 1
percent of covered payroll. We must express our concern about action
taken by the committee which provides long-term level costs that
exceed income over the estimating period by 0.12 percent of covered
payroll.
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While the OASDI trust funds are only out of balance by 0.02 percent
of payroll and should be in balance again sometime in 1971, we must
express a strong word of caution. In the past, the committee has
insisted that the criteria for determining actuarial soundness be
strictly adhered to. We trust that the action taken by the committee
in this bill does not reflect a disregard for the practice of insisting on
the soundest financing, and will not provide a precedent for any
changes in this policy in the future.

III. PARTISAN REJECTION OF ADMINISTRATION'S RECOMMENDATION FOR
AUTOMATICALLY ADJUSTING BENEFITS

In his message to the Congress on social security, President Nixon
recommended that benefits "be adjusted automatically to reflect
increases in the cost of living. The uncertainty of adjustment under
present laws and the delay often encountered when the needs are
already apparent is unnecessarily harsh to those who must depend on
social security benefits to live."

Recommendations for automatic benefit adjustments were included
in both major party platforms in the last election, advocated by
both presidential candidates, and have been included in legislation
introduced by four Democrat members on the Ways and Means
Committee.

The rejeétion of President Nixon's proposal on a completely par-
tisan basis is therefore surprising and disappointing. It is a complete
departure from the policies the Democratic Party pledged the Ameri-
can people they would work for. It was certainly anomalous for four
Democrat members of the committee to vote against an escalator
clause when they have introduced legislation to enact such a
provision.

More than this, the partisan rejection of this constructive proposal
is a disservice to all current 'and future beneficiaries of our social
security program. The proposal would extend to social security
beneficiaries for the first time the same protection against inflation
that our civil service retirees have enjoyed since 1962, and that our
military retirees have enjoyed since 1958.

Prompt adjustment of benefits would enable our citizens to plan
their retirement with the assurance that a specified amount of real
income would be consistently provided. Studies indicate that the
total amount of benefit increases provided between 1954 and the
end of last year was nearly identical with increases that would have
been provided under a provision automatically increasing benefits.
However, since Congress enacted increases on only three different
occasions during this period, long delays were experienced by bene-
ficiaries, with no increase at all being provided during the 6-year
period between 1959 and 1965. Under the President's proposal for
automatic benefit adjustments, benefits would have been increased
six times during this period, avoiding unnecessary delay and hardship.
Justice to our senior citizens requires that benefits be promptly
updated.

Additionally, a provision automatically adjusting benefits would
enable a busy Congress to devote time to considering solely on their
merits structural improvements in the program to improve equity,
facilitate administration, and increase the basic efficiency of the
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program. Proposals of dubious merit having little support in the
Congress have too often in the past been enacted because they were
attached to legislation providing benefit adjustments that were
vitally needed by social security beneficiaries. in considering structural
improvements in the program, Congress would, of course, periodically
review the entire benefit structure to provide adjustments over and
above the automatic increases when increases in general economic
productivity make such adjistments desirable.

We want to make it clear that the provision for automatic benefit
adjustments does not in any way delegate to the executive branch
discretion to increase taxes. In order to finance the automatic benefit
increases tied to increases in the cost of living, provisions are included
in the bill for periodic adjustments in the wage base to reflect increases
in earnings. However, the increase in the wage base is not left to the
discretion of any executive official, but is specifically tied to actual
increases in the earnings of workers in covered employment.

Under the provisions for automatic benefit adjustments recom-
mended by the administration, which the Democrat members of the
committee rejected, the average wages actually paid to workers in
covered employment during the first quarter of each even-numbered
year would be compared with the average wages actually paid to
covered workers in the first quarter of 1971. The wage base would be
automatically increased by an amount equal to the increase in the
earnings of covered workers that has occurred, rounded to the nearest
multiple of $600. It cannot be alleged that this leaves to anyone's
discretion the right to raise or lower taxes. Changes in tax rates would
continue to require specific legislation. Changes in the wage base could
only result when wages increase in accordance with a very specific
formula spelled out in the legislation or as a result of specific legisla-
tion. The circumstances under which taxes are payable would con-
tinue to remain where they belong, under the complete control of the
Congress.

CONCLUSION

We strongly support the constructive amendments included in
this bill providing structural improvements to the OASDI program,
the medicare program, and the child and maternal health program.
We commend the administration for making sound recommendations
and working with the committee in developing needed improvements
in these areas.

We have reservations concerning the timing of the 5-percent
increase, the growing burden of payroll taxes on our working popu-
lation, and the actuarial imbalance, though small, that will exist in
the fund during the immediate future. We strongly object to the
partisan rejection of the administration's constructive recommenda-
tion to provide for automatic increases in benefits commensurate with
increases in the cost of living.

John W. Byrnes, Jackson E. Betts, Herman T. Schneebeli,
Harold R. Collier, Joel T. Broyhill, Barber B. Con-
able, Jr., George Bush, Rogers C. B. Morton, Charles
E. Chamberlain, Jerry L. Pettis.
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A BILL
To amend the Social Security Act to provide increases in benefits,
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and maternal and child health programs with emphasis upon
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1 Be it enacted bj the Senate afl(l House of Representa-

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

3 That this Act, with the following table of contents, may be

4 cited as the "Social Security Amendments of 1970".
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ing homes under medicaid and maternal and child health
programs.

Sec. 236. Elimination of requirement that cost-sharing charges imposed
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care facility under medicare program.
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medicaid and maternal and child health programs.
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Sec. 252. Hospital admissions for dental services under medicare program.
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1 TITLE I—PROVISIONS RELATING TO OLD-AGE,

2 SURVIVORS, AND DISABILITY INSURANCE

3 INCREASE IN OLD-AGE, STJRVPJORS, AND DISABILITY

4 INSURANCE BENEFITS

5 S&. 101. (a) Section 215 (a) of the Social Security

6 Act is amended by striking out the table and inserting in lieu

7 thereof the following:

"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS

"I

(Primary Insurance benst under
1989 Act, as modided)

II

(Primary
Insurance
amount
under

199.0 Act)

III

(Avarage monthly wage)

IV

(Primary
Insuranee
amount)

V

family
benints)

If an lndlvldusVs primary Insurance
beoet (as d.termlntd under sabre.
(d)) is— Or his

primary
Insurance

amount (as
determined

under
sabre. (c))

Is—

Or his average monthly
wage (as determined
unaer subaec. (b)) is— The amount

referred to
In the

preceding
paragraphs

of this
subsection

shafl be—

And the
mazimum
amount of

beneftts
psyabis (as
provided In
see. 205(a))
on the basis
of his wages

and i11-ement
shin be-

At
least—

But
not

more
than—

At
least—

But
not

more
than—

$64.00 $76 $61.20 $100.80
$16.21 1184 68.00 $77 78 08.80 102.80
16.86 17.00 6140 79 80 69.80 104.70
11.61 18.40 67.70 81 81 71. 10 106.70
18.41 19.24 68.90 82 83 72.40 106.00
19.25 20.00 70.50 84 85 73.90 11080
2001 20.64 71.60 86 87 76.20 112.60
20.66 21.28 72.80 83 89 16.50 114.80
21.29 21.88 74.20 90 90 73.00 117.00
21.89 22.28 73.80 91 92 79.10 719.00
22.29 22.08 76.80 93 94 80.70 121.10
1109 23.08 78.00 96 06 81.90 122.90
28.09 28.44 79.40 97 97 88.40 128.10
29.45 28.76 80.80 98 99 84.00 127.40
28.77 24.20 82.80 100 101 8150 129.60
24.21 24.00 83.50 102 102 87.70 131.00
24.61 25.00 84.90 105 104 80.20 1*9.80
25.01 25.48 86.40 106 106 90.80 11120
25.49 25.92 87.80 107 107 92.20 11180
2198 26.40 89.20 108 109 1170 140.00
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"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS—Continued

"I

(Primary insurance benefit under
1939 Act, as modified)

II

(Primary
insurance
amount
under

1989 Act)

III

(Average monthly wage)

IV

(Primary
insurance
amount)

V

(Maximum
family

benefits)

If an individual's primary Insurance
benefit (as determined under subsec.
(d)) Is— Or his

primary
Insurance

amount (as
determined

under
subsec. (c))

is—

Or his average monthly
wage (as determined
under subsec. (b)) is—

But
At not

least— more
than—

The amount
referred to

in the
preceding

paragraphs
of this

subsection
shall be—

And the
maximum
amount of
benefits

payable (as
provided In
sec. 203(a))
on the basis
of his wages

and self-
employment

Income
shaU be—

At
least—

But
not

more
than—

$26.41 $26.94 $90.60 $110 $113 $95.20 $142.80
26.95 27.46 91.90 114 118 96.50 144.80
27.47 28.00 93.30 119 122 98.00 147.00
28.01 28.68 94.70 123 127 99.60 149.30
28.09 29.25 96. 20 128 132 101. 10 151. 70
29. 26 29.68 97. 60 133 136 102, 40 183.60
29. 09 30.36 98.80 137 141 103.80 155. 70
30. 37 30.92 100.30 142 146 105. 40 158. 10
30.93 31.36 101. 70 147 180 106. 80 160. 20
31.37 32.00 103.00 151 155 108.20 182.30
32.01 32.60 104. 80 156 160 109. 80 164. 70
32.61 33.20 105.80 161 164 111.10 168.70
33.21 33.88 107.20 165 169 112.60 168.90
33.89 34.50 108.60 170 174 114.10 171.20
34.51 35.00 110.00 175 178 115.80 173.30
3601 35.80 111.40 179 183 117.00 175.50
35.81 36.40 112.70 184 188 118.40 177.60
36.41 37.08 114. 20 189 193 120.00 180. 00
37.09 37. 60 115. 60 194 197 121.40 182. 10
37.61 38.20 116.90 198 202 122.80 184.20
38. 21 39. 12 118. 40 203 207 124. 40 186. 60
39. 13 39. 68 119. 80 208 211 125.80 188. 70
39.69 40.33 121.00 212 216 127. 10 190.70
40.34 41. 12 122. 60 217 221 128.70 193. 10
41. 13 41.76 123.90 222 225 130. 10 195.20
41.77 42.44 125. 30 226 230 131. (10 197.40
42.45 43.20 128. 70 231 235 133. 10 109.70
43.21 43.78 128. 20 236 239 134. 70 202. 10
43.77 44.44 129.80 240 244 138.00 204.00
44.45 44.88 130.80 245 249 137.40 206. 10
44.89 45.60 132.90 250 253 139.00 206.50

133.70 254 258 140.40 210.60
134.90 259 263 141,70 212.60
136.40 264 267 143. 30 215. 00
137.80 268 272 144, 70 217.60
139.20 273 277 146.20 228.60
140. 60 278 281 147. 70 224.80
142.00 282 286 149.10 228.80
148.50 287 291 180.70 232.80
144.70 292 295 152.00 286.00
146.20 296 300 153.60 240.00
147.60 301 305 155.00 244.00
148.90 806 309 156.40 247.20
150.40 310 814 168.00 251.20
151. 70 315 819 159.30 255. 20
153.00 320 323 160.70 268.40
134.50 324 328 162.30. 282.40
155.90 329 333 163.70 266. 40
157.40 334 337 165.50 269.50
158.60 838 342 166.60 273.60
160. 00 343 347 168.00 277.60
161.50 348 851 169.60 280.80
162.80 852 856 171.00 264.80
184.80 857 861 172.60 288.80
168.60 862 365 173.90 292.00
166.90 366 370 175.80 296.00
168.40 371 375 176.90 300.00
169.80 878 879 178.30 303.20
171.30 880 384 179.90 307.20
172.50 385 389 181.20 811.20
173.90 390 893 182.60 314.40
176.40 394 398 184.20 318.40
176.70 399 403 185.60 328.40
178.20 404 407 187.20 325.60
129.40 408 412 188.40 829.60
180.70 413 417 189.80 893.60
182.00 418 421 191.10 336.80
183.40 422 426 192.60 340,80
184.60 427 431 193.90 344.80
186.90 432 436 195.20 348.80
187.80 437 440 196.70 350.40
188.50 441 448 198.00 852.40
189.80 446 450 199.30 854.40
191.20 451 454 200.80 356.00
192.40 455 459 202.10 858.00
193.70 480 464 203.40 360.03
196.00 466 468 204.80 368.60
196.40 450 473 206.30 863.60
197.60 474 478 207.80 365.60



6

"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT ANL'
MAXIMUM FAMILY BENEFITS—Continued

"I

.

(Primary Insurance benefit under
1939 Act, as modified)

II

(Primary
Ineurance
amount
under

1969 Act)

Ill

(Average monthly wage)

IV

(Primary
Insurance
amount)

V

(Maximum
family

benefits)

If an Individual's primary insurance
benefit (as determined under subsec.
(d)) Is— Or his

primary
Insurance

amount (as
determined

under
subsec. (c))

Is—

Or his average monthly
wage (as determined
under subseo. (b)) Is— The amount

referred to
In the

preceding
paragraphs

of this
subsection
shall be—

.

And the
maximum
amount of
benefits

payable (as
provided In

- sec. 393(a))
on the basis
of his wages

and self.
employment

Income
shall be—

At
least—

But
not

more
than—

At
least—

But
not

more
than—

$198.90 $479 $482 $398.90 $367.39
200.30 483 487 210.40 369.20
201.60 488 492 211.69 371.39
202.80 493 496 213.00 372.80
204.20 497 501 214.30 374.80
205.40 602 606 213.70 373.80
206.70 607 510 217.10 378.40
208.00 611 515 218.40 380.40
209.30 516 520 219.80 382.40
210.60 521 524 221.20 384.00
211.90 525 529 222.50 386.00
213.30 530 534 724.00 388.00
214.50 636 538 225.30 389.60
215.80 539 543 726.60 391.60
217.20 544 548 228.10 393.60
218.40 549 553 229.40 395.69
219.70 554 556 230.70 396.80
726.80 567 560 231.90 398.40
222.00 561 563 233.10 399.60
223.10 564 567 234.30 401.20
224.30 568 570 235.60 402.40
225.40 571 574 236.70 404.00
226.60 575 577 238.00 405.20
227.70 578 581 239.10 406.80
228.90 582 584 240.40 408.00
230.00 685 588 241.50 409.60
231.20 689 591 242.80 410.80
232.30 592 595 244.00 412.40
233.50 596 598 245.20 413.60
234.60 599 602 246.40 415.20
235.80 603 605 247.60 413.40
236.90 606 609 248.80 418.00
238.10 610 612 250.10 419.20
239. 20 613 616 251. 20 420.80

-240.40 617 620 252.50 422.40
241.50 621 623 253.60 423.60
242.70 624 627 254.90 425.20
243.80 628 630 256.00 426.40
245.00 631 634 257.30 428.00
246.10 635 637 258.60 429.20
247.30 638 841 259.70 430.80
248.40 642 644 260.90 432.00
249.69 645 648 262.10 433.60
250.70 649 650 263.30 434.40

851 655 264.00 488.40
666 660 285.00 438.40
661 665 263.00 440.40
666 670 267.00 442.40
671 875 288.00 444.40
678 680 269.00 443.40
681 685 270.00 448.40
686 690 271.00 450.40
601 695 272.00 452.40
696 700 273.00 454.40
701 705 274.00 458.40
708 710 275.00 458.40
711 715 276.00 460.40
716 720 277.00 462.40
721 726 278.00 464.40
726 730 279.00 463.40
731 735 280.00 468.40
736 740 281.00 470.40
741 745 282.00 472.40
748 750 283.00 474.4".
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1 (b) Section 203 (a) of such Act is amended by striking

2 out paragraph (2) and inserting in lieu thereof the following:

3 "(2) when two or more persons - were entitled

4 (without the application of section 202 (j) (1) and

5 section 223 (b)) to monthly benefits under section 202

6 or 223 for January 1971 on the basis of the wages and

7 self-employment income of such insured individual and

8 at least one such person was so entitled for December

9 1970 on the basis of such wages and self-employment

10 income, such total of benefits for January 1971 or any

11 subsequent month shall not-be reduced to less than the

12 larger of—

13 "(A) the amount determined under this sub-

14 section without regard to this paragraph, or

15 "(B) an amount equal to the sum of the

16 amounts derived by multiplying the benefit amount

17 determined under this title (including this sub-

18 section, but without the application of section 222

19 (b), section 202 (q), and subsections (b), (c),

20 and (d) of this section), as in effect prior to the

21 enactment of the Social Security Amendments of

22 1970, for each such person for such month, by 105
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.1 percent and raising each such increased amount, if

2 it is not a multiple of $0.10, to the next higher

3 multiple of $0.10;

4 but in any such case (i) paragraph (1) of this subsec-

5 tion shall not be applied to such total of benefits after the

6 application of subparagraph (B), and (ii) if section

7 202 (k) (2) (A) was applicable in the case of any such

8 benefits for January 1971, and ceases to apply after

9 such month, the provisions of subparagraph (B) shall

10 be applied, for and after the month in which section

11 202 (k) (2) (A) ceases to apply, as though paragraph

12 (1) had not been applicable to such total of benefits for

13 January 1971, or".

14 (c) Section 215 (b) (4) of such Act is amended by

15 striking out "December 1969" each time it appears and

16 inserting in lieu thereof "December 1970".

17 (d) Section 215 (c) of such Act is amended to read as

18 follows:

19 "Primary Insurance Amount Under 1969 Act

20 "(o) (1) For the purposes of column II of the table

21 appearing in subsection (a) of this section, an individual's

22 primary insurance amount shall be computed on the basis of

23 the law in effect prior to the enactment of the Social Sciirity

24 Amendineath of 1970.

25 "(2) The provisions of this subsection shall be applicable
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1 only in the case of an individual who became entitled to bene-

2 fits under section 202 (a) or section 223 before January

3 1971, or who died before such month."

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

5 with respect to monthly benefits under title II of the Social

6 Security Act for months after December 1970 and with re-

7 spect to lump-sum death payments under such title in the

8 case of deaths occurring after December 1970.

9 (f) If an individual was entitled to a disability insur-

10 ance benefit under section 223 of the Social Security Act

11 for December 1970 and became entitled to old-age insurance

12 benefits under section 202 (a) of such Act for January 1971,

1.3 or he died in such month, then, for purposes of section 215

14 (a) (4) of the Social Security Act (if applicable), the

15 amount in column IV of the table appearing in such section

16 215 (a) for such individual shall be the amount in such col-

17 umn on the line on which in column II appears his primary

18 insurance amount (as determined under section 215 (c) of

19 such Act) instead of the amount in column IV equal to the

20 primary insurance amount on which his disability insurance

21 benefit is based.

22 INCREASE IN BENEFITS FOR CERTAIN INDIVIDUALS

23 AGE 72 AND OVER

24 SEC. 102. (a) (1) Section 227 (a) of the Social Secu-

25 rity Act is amended by striking out "$46" and inserting in
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1 lieu thereof "$48.30", and by striking out "$23" and in-

2 serting in lieu thereof "$24.20".

3 (2) Section 227 (b) of such Act is amended by striking

4 out "$46" and inserting in lieu thereof "$48.30".

5 (b) (1) Section 228 (b) (1) of such Act is amended by

6 striking out "$46" and inserting in lieu thereof "$48.30".

7 (2) Section 228 (b) (2) of such Act is amended by

8 striking out "$46" and inserting in lieu thereof "$48.30",

9 and by striking out "$23" and inserting in lieu thereof

10 "$24.20".

11 (3) Section 228 (c) (2) of such Act is amended by

12 striking out "$23" and inserting in lieu thereof "$24.20".

13 (4) Section 28 (c) (3) (A) of such Act is amended

14 by striking out "$46" and inserting in lieu thereof "$48.30".

15 (5) Section 228 (c) (3) (B) of such Act is amended

16 by striking out "$23" and inserting in lieu thereof "$24.20".

17 (c) The amendments made by subsections (a) and (b)

18 shall apply with respect to monthly benefits under title II

19 of the Social Security Act for months after December 1970.

20 INCREASED WIDOW'S AND WIDOWER'S INSURANCE

21 BENEFITS

22 SEc. 103. (a) Section 202! (e) of the Social Security

23 Act is amended—

24 (1) by striking out "82+ percent of" wherever it
25 appears in paragraphs (1) and (2); and
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1 (2) by striking out "age 62" in subparagraphs

2 (C) (i) and (0) (ii) of paragraph (1), and in the

a matter following subparagraph (G) in paragraph (1),

4 and inserting in lieu thereof in each instance "age 65".

5 (b) Section 202 (f) of such Act is amended.'—

6 (1) by striking out "82+ percent of" wherever it

7 appears in paragiaphs (1) and (3);

8 (2) by inserting ", after att.ainmen of age 65,"

9 after "was entitled" in paragraph (1) (0) ; and

10 (3) by striking out "age 62" in the matter following

11 subparagraph (G) in paragraph (1) and inserting in

12 lieu thereof "age 65".

13 (c) (1) The last sentence of section 203 (c) of such Act

14 is amended by striking out all that follows the semicolon and

15 inserting in lieu thereof the following: "nor shall, any de-

16 duction be made under this subsection from any widow's

17 insurance benefit for any month in which the widow or sur-

18 viving divorced wife is entitled and has not attained age 65

19 (but only if she became so entitled prior to attaining -age

20 60), or from any widower's insurance benefit for any month

21 in which the widower is entitled and has not attained age 65

22 (but only if he became so entitled prior to attaining age

23 62.)."

24 (2) Clause (D) of section 203 (f) (1) of such Act is

25 amended to read as follows; "(0) for which such individual
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1 is entitled to widow's insurance benefits and has not attained

2 age 65 (but oniy if she became so entitled prior to attaining

3 age 60), or widower's insurance benefits and has not attained

4 age 65 (but only if he became so entitled prior to attain-

5 ing age 62), or".

6 (d) (1) Section 202 (q) (1) of such Act is amended to

7 read as follows:

8 "(1) If the first month for which an individual is

9 entitled to an old-age, wife's, husband's, widow's, or

10 widower's insurance benefit is a month before the month in

11 which such individual attains retirement age, the amount of

12 such benefit for such month and for any subsequent month

13 shall, subject to the succeeding paragraphs of this subsection,

14 be reduced by—

15 "(A) % of 1 percent of such amount if such benefit

16 is an old-age insurance benefit, 2%
6 of 1 percent of such

17 amount if such bnefit is a wife's or husband's insurance

18 benefit, or /12o of 1 percent of such amount if such

19 benefit is a widow's or widower's insurance benefit,

20 multiplied by—

21 "(B) (i) the number of the months in the reduotion

22 period for •suh benefit (determined under paragraph

23 (6) (A)), if such benefit is for a month before the

24 month in which such individual attains retirement age, or

25 "(ii) if less, the number of such months in the
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1 adjusted reduction period for such benefit (determined

2 under paragraph (7)), if such benefit is (I) for the

3 month iii which such individual attains age 62, or

4 (II) for the month in which such individual attains

5 retirement age;

6 and in the case of a widow or widower whose first month of

7 entitlement to a widow's or widower's insurance benefit is a

8 month before the month in which such widow or widower at-

9 tains age 60, such benefit, reduced pursuant to the preced-

10 ing provisions of this paragraph (and before the application

11 of the second sentence of paragraph (8)), shall be further

12 reduced by—

13 "(C) %4o of 1 percent of the amount of such

14 benefit, mu1tilied by—

15 "(D) (i) the number of months in the additional

16 reduction period for such benefit (determined under

17 paragraph (6) (B)), if such benefit is for a month before

18 the month in which such individual attains age 62, or

19 "(ii) if less, the number of months in the additional

20 adjusted reduction period for such benefit (determined

21 under paragraph (7)), if such benefit is for the month

22 in which such individual attains age 62."

23 (2) Section 202 (q) (7) of such Act is amended—

24 (A) by striking out everything that precedes sub-
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1 paragraph (A) and inserting in lieu thereof the fol-

2 lowing:

3 "(7) For purposes of this subsection the 'adjusted re-

4 'luction period' for an individual's old-age, wife's, husband's,

5 widow's, or widower's insurance benefit is the reduction

6 period prescribed in paragraph (6) (A) for such benefit,

7 and the 'additional adjusted reduction period' for an mdi-

8 vidual's widow's, or widower's insurance benefit i's the

9 additional reduction period prescribed by paragraph (6)

10 (B) for such benefit, excluding from each such period—";

11 and

12 (B) by striking out "attained retirement age" in

13 subparagraph (E) and inserting in lieu thereof "attained

14 age 62, and also for any month before the month in

15 which he attained retirement age,".

16 (3) Section 202 (q) (9) of such Act is amended to

17 read as follows:

18 "(9) For purposes of this subsection, the term 'retire-

19 ment age' means age 65."

20 (e) Section 202 (m) of such Act is amended to read

21 as follows:

22 "Minimum Survivor's Benefit

23 "(m) (1) In any case in which an individual is entitled

24 to a monthly benefit under this section (other than under

25 subsection (a)) for any month and no other person is (with-
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1 out the application of subsection (j) (1) and section 223 (b))

2 entitled to a monthly benefit under this section or see-

3 tion 223 for such month on the basis of the, same wages

4 and self-employment income, such individual's benefit amount

5 for such month, prior to reduction under subsections (k) (3)

6 and (q) (1), shall be not less than the first amount appearing

7 in column IV of the table in section 215 (a).

8 "(2) In the case of such an individual who is entitled

9 to a monthly benefit under subsection (e) or (f) and whose

10 benefit is subject to reduction under subsection (q) (1),

such benefit amount, after reduction under subsection (q)

12 (1), shall not be less than the amount it would be under

13 paragraph (1) after such reduction if such individual had

14 attained (or would attain) retirement age (as defined in sub-

15 section (q) (9)) in the month in which he attained (or

16.: would attain) age 62.

17 "(3) In the case of an individual to whom paragraph

18 (2) applies but whose first month of entitlement to benefits

19 under subsection (e) or (f) was before the month in which

20 he attained age 60, such paragraph (2) shall be applied, for

21 purposes of determining the number of months to be used in

22 computing the reduction under subparagraphs (A) 'and (B)

23 f subsection (q) (1) (but not for purposes of determining
24 the number of mbnths to be used in computing the reduction

25 under snbparagraplis (0) and (D) of such subsection), as
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1 though such first month of entitlement had been the month in

2 which he attained such age?'

(f) In the case of an individual who is entitled (with-

4 out the application of section 202 (.j) (1) and 223 (b) of the

Social Security Act) to widow's or widower's insurance

6 benefits for the month of December 1970, the Secretary shall

7 redetermine the amount of such benefits under title II of

8 such Act as if the amendments made by this section had

9 been in effect for the first month of such individual's entitle-

10 ment to such benefits.

ii (g) Where—

12 (1) two or more persons are entitled (without

13 the application of section 202 (j) (1) of the Social Sc-

14 curity Act) to monthly benefits under section 202 of

is such Act for December 1970 on the basis of the wages

16 and self-employment income of a deceased individual,

17 and one or more of such persons is so entitled under

18 subsection (e) or (f) of such section 202, and

19 (2) one or more of such persons is entitled on the

20 basis of such wages and self-employment income to in-

21 creased monthly benefits under subsection (e) or (f)

22 of such section 202 (as amended by this section) for

23 January 1971, and

24 () the total of benefits to which all persons are

25 entitled under section 202 of such Act on the basis of
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i such wages and sell-employment income for January

2 1971 is reduced by reason of section 203 (a) of such

3 Act, as amended by this Act (or would, but for the

4 penultimate sentence of such section 203 (a), be so

5 reduced),

6 then the amount of the benefit to which each such person

' referred to in paragraph (1), other than a person entitled

8 under subsection (e) or (f) of such section 202, is entitled

9 for months after December 1970 shall be adjusted, after the

10 application of such section 203 (a), to an amount no less

ii than the amount it would have been if the person or persons

12 referred to in paragraph (2) had not become entitled to an

13 increased benefit referred to in such paragraph.

14 (h) The amendments made by this section shall apply

15 with respect to monthly benefits under title TI of the Social

16 Security Act for months after December 1970.

17 AGE-B 2 COMPUTATION POINT FOR MEN

18 SEC. 104. (a) Section 214 (a) (1) of the Social Security

19 Act is amended by striking out "before—" and all that

20 follows down through "except" and inserting in lieu thereof

21 "before the year in which he died or (if earlier) the year

22 in which he attained age 62, except".

23 (b) Section 215 (b) (3) of such Act is amended by

24 striking out "before—" and all that follows down through

H.R. 17550 2
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1 "For" and inserting in lieu thereof "before the year in

2 which he died or, if it occurred earlier but after 1960, the

3 year in which he attained age 62. For".

4 (c) In the case of an individual who is entitled to

5 monthly benefits under section 202 or 223 of the Social

6 Security Act for a month after December 1970, on the basis

7 of the wages and self-employment income of an insured mdi-

8 vidual who prior to January 1971 became entitled to benefits

9 under section 202 (a), or who prior to January 1971 became

10 entitled to benefits under section 223 after the year in which

11 he attained age 62, or who died prior to January 1971 in

12 a year after the year in which he attained age 62, the Sec-

13 retary shall, notwithstanding paragraphs (1) and (2) of

14 section 215 (f) of such Act, recompute the primary insur-

15 ance amount of such insured individual. Such recomputation

16 shall be made under whichever of the following alternative

17 computation methods yields the higher primary insurance

18 amount:

19
. (1) the. computation methods in section 215 (b)

20
. and (d) of such Act, as amended by this Act, as such

21 methods would apply in the case of an insured individual

22 who attained age 62 in 1971, except that the provisions

23 of section 215 (d) (3) of such Act shall not apply; or

24 (2) the computation methods specified in paragraph

25 (1) without regard to the limitation "but after 1960"
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1 contained in section 215 (b) (3) of such Act, except that

2 for any such recomputation, when the number of an

3 individual's benefit computation years is less than 5,

4 his average monthly wage shall, if it is in excess of

5 $400, be reduced to such amount.

6 (d) Section 223 (a) (2) of such Act is amended—

7 (1) by striking out "(if a woman) or age 65 (if

8 a man) ",

9 (2) by striking out "in the case of a woman" and

10 inserting in lieu thereof "in the case of an individual",

11 and

12 (3) by striking out "she" and inserting in lieu

13 thereof "he".

14 (e) Section 223 (c) (1) (A) of such Act is amended

15 by striking out "(if a woman) or age 65 (if a man) ".

16 (f) Section 227 (a) of such Act is amended by striking

17 out "so much of paragraph (1) of section 214 (a) as follows

18 clause (C)" and inserting in lieu thereof "paragraph (1) of

19 section 214 (a) ".

20 (g) Section 227 (b) of such Act is amended by striking

21 out "so much of paragraph (1) thereof as follows clause

22 (C)" and inserting in lieu thereof "paragraph (1) thereof".

23 (h) Sections209(i),213(a) (2),and2lfl(i) (3) (A),
24 of such Act are amended by striking out "(if a woman) or

25 age 65 (ifaman)".



20

.1 (i) (1) Section 303(g) (1) of the Social Security

2 Amendments of 1960 is amended—

3 (A) by striking out "Amendments of 1965 and

4 1967" and inserting in lieu thereof "Amendments of

5 1965, 1967, 1969, and 1970";

6 (B) by striking out "Amendments of 1967"

7 wherever it appears and inserting in lieu thereof

8 "Amendments of 1970"; and

9 (C) by inserting "(subject to section 104 (i) (2)

10 of the Social Security Amendments of 1970)" after

11 "except that" in the last sentence.

12 (2) For purposes of monthly benefits payable after

13 December 1970, or a lump-sum death payment in the case

14 of an insured individual who dies 'after December 1970,

15 "retirement age" as referred to in section 303 (g) (1) of

16 the Social Security Amendments of 1960 shall mean age

17 62.

18 (j) Paragraph (9) of section 3121 (a) of the Internal

19 Revenue Code of 1954 (relating to definition of wages) is

20 amended to read as follows:

21 "(9) any payment (other than vacation or sick

22 pay) made to an employee after the month in which he

23 attains age 62, if such employee did not work for the

24 employer iii the period for which such payment is
or ,,

made;
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1 (k) When two or more persons are entitled (without

2 the application of sections 202 (j) (1) and 223 (b) of the

3 Sociai Security Act) to monthly benefits under section 202

4 or 223 of such Act for December 1970, on the basis of the

5 wages and self—employment income of an insured individual,

6 and the total of benefits for such persons is reduced under

7 section 203 (a) of such Act (or would, but for the penulti—

8 mate sentence of such section 203 (a), be so reduced) for the

9 month of January 1971 and such individual's primary insur-

10 anee amount is increased for such month tinder the amend-

11 ments made by this section, then the total of benefits for such

12 persons for and after January 1971 shah nOt be reduced to

13 less than the sum of—

14 (1) the amnoimt determiiied under section 203 (a)

15 (2) of such Act for January 1971, and

16 (2) an amount equal to the excess of (A) such

17 individual's pr1mnarT insurance amount for January 1971,

18 as determined under section 215 of such Act (as

19 amended by section 101 of this Act) and in accord-

20 ance with the amendments made by this section, over

21 (B) his primary insurance amount for January 1971

22 as determined under such section 215 without regard to

23 such amendments.

24 (1) The amendments made by this section shall apply
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1 with respect to monthly benefits under title II of the

2 Social Security Act for months after December 1970 and

3 with respect to lwnp-sum death payments made under

4 such title in the case of deaths occurring after December

5 1970, except that in the case of an individual who was not

6 entitled to a monthly benefit under title II of such Act for

7 December 1970 such amendments 1is1I apply only on the

8 basisofanapplicationfiledinorafterthemonthinwhich

9 thisActis enacted.

10 ELECTION TO RECEiVE ACTIJARTALLY REDUCED BENIailat

IN ONE CATEGORY NOT TO BE APPLICABLE TO CERTAIN

12 IN o'n CATEGORTI

13 SEC. 105. (a) (1) Section 202(q) (3) (A) of the

14 5acial5ecufityActimendedbysfbingoutaJflhMfol..

15 lows clause (ii) and inserting in lieu thereof the following:

16 "then (subject to the succeeding paragraphs of this sub-

17 section) such wife's, husband's, widow's, or widower's in-

18 suranc benefit for each month 1m]1 be reduced as provided

insubparagraph(B),(C),or(D)ofthisparagraph,in

° lieu of any reduction under paragraph (1), if the amount of

the reduction in such benefit under this paragraph is less than

the amount of the reduction in such benefit would be under

23 paragraph (1)."

24 (2) Section2o2(q)(3) ofsuehActisfurtheramended

bystrikingoutsubparagraphs (E), (]fl,and (G).
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1 (b) Section 202 (r) of such Act is repealed.

2 (c) (1) (A) Subject to subparagraph (B), subsection

3 (a) of this section and the amendments made thereby shall

4 apply with respect to benefits for months commencing with

5 the sixth month after the month in which this Act is enacted.

6 (B) Subsection (a) of this section and the amendment,s

7 made thereby shall apply in the case of an individual whose

8 entitlement to benefits under section 202 of the Social Secu-

rity Act began (without regard to sections 202 (j) (1) and

10 223 (b) of such Act) before the sixth month after the month

in which this Act is enacted only if such individual files with

12 the Secretary of Health, Education, and Welfare, in such

13 manner and form as the Secretary shall by regulations pre-

14 scribe, a written request that such subsection and such

15 amendments apply. In the case of such an individual who

16 is described in paragraph (2) (A) (i) of this subsection, the

17 request for a redetermination under paragraph (2) shall con-

18 stitute the request required by this subparagraph, and sub-

19 section (a) of this section and the amendments made thereby

20 shall apply pursuant to such request with respect to such

21 individual's benefits as redetermined in accordance with

22 paragraph (2) (B) (i) (but only if he does not refuse to

23 accept such redetermination). In the case of any individual

24 with respect to whose benefits subsection (a) of this section

25 and the amendments made thereby may apply only pursuant
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1 to a request made nuder this subparagraph, such subsection

2 and such amendments shall be effective (subject to para-

3 graph (2) (D) ) with respect to benefits for months corn-

4 mencing with the sixth month after the month in which this

5 Act i's enacted or, if the request required by this subpara-

6 graph is not filed before the end of such sixth month, with

7 the second month following the month in which the request is

8 filed.

9 (C) Subsection (b) of this section shall apply with

10 respect to benefits payable pursuant to applications filed on

11 or after the date of the enactment of this Act.

12 (2) (A) In any case where an individual—

13 (i) is entitled, for the fifth month following the

14 month in which this Act is enacted, to a monthly in-

15 surance benefit under section 202 of the Social Security

16 Act (I) which was reduced under subsection (q) (3) of

17 such section, and (II) the application for which was

18 deemed (or, except for t.he fact that an application had

19 been filed, would have been deemed) to have been filed

20 by such individual under subsection (r) (1) or (2) of

21 such section, and

22 (II) files a written request for a redetermination

23 under this subsection, on or after the date of the enact-

24 ment of this Act and in such manner and form as tb

25 Secretary of Health, Education, and Welfare shall by

26 regulations prescribe,
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1 the Secretary shall redetermine the amount of such benefit,

2 and the amount of the other benefit (reduced under subsec-

3 lion (q) (1) or (2) of such section) which was taken into

4 account in computing the reduction in such benefit under such

5 subsection (q) (3), in the manner provided in subparagraph

6 (B) of this paragraph.

7 (B) Upon receiving a written request for the redeter-

8 miriation under this paragraph of a benefit which was reduced

9 under subsection (q) (3) of section 202 of the Social Se-

10 curity Act and of the other benefit which was taken into ac-

11 count in computing such reduction, filed by an individual as

12 provided in subparagraph (A) of this paragraph, the Sec-

13 retary shall—

14 (i) determine the highest monthly benefit amount

15 which such individual could receive under the sub-

16 sections of such section 202 which are involved (or

17 under section 223 of such Act and the subsection of

18 such section 202 which is involved) for the month

19 with which the redetermination is to be effective under

20 subparagraph (D) of this subsection (without regard

21 to sections 202(k),203(a),and2O3 (b) through (1))

22 jf_

23 (I) such individual's application for one of

24 such two benefits had been filed in the month in

25 which it was actually filed or was deemed under
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1 subsection (r) of such section 202 to have been

2 filed, and his application for the other such benefit

3 had been filed in a later month, and

4 (II) the amendments made by this section

5 ha.d been in effect at the time each such application

6 was filed; and

7 (ii) determine whether the amounts which were

8 actually received by such individual in the form of such

9 two benefits during the period prior to the month with

10 which the redetermination under this paragraph is to

11 be effective were in excess of the amounts which would

12 have been received during such period if the applications

13 for such benefits had actually been filed at the times

14 fixed under clause (i) (I) of this subparagraph, and,

15 if so, the total amount by which benefits otherwise pay-

16 able to such individual under such section 202 (and

17 section 223) wu1d have to be reduced in order to

18 compensate the Federal Old-Age and Survivors Insur-

19 ance Trust Fund (a.nd the Federal Disability Insurance

20 Trust Fund) for such excess.

21 (0) The Secretary shall then notify such individual of

22 the amount of each such benefit as computed in accordance

23 with the amendments made by subsections (a) and (b)

24 of this section and as redetermined in accordance with

25 subparagraph (B) (i) of this paragraph, specifying (i) the
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1 amount (if any) of the excess determined under subpara-

2 graph (B) (ii) of this paragraph, and (ii) the period during

3 which payment of any increase in such individual's benefits

4 resulting from the application of the amendments made by

5 subsections (a) and (b) of this section would under desig-

6 nated circumstances have to be withheld iii order to effect the

7 reduction described in subparagraph (B) (ii). Such mdi-

8 vidual may at any time within thirty days after such notifica-

9 tion is mailed to him refuse (in such manner and form as the

10 Secretary shall by regulations prescribe) to accept the

11 redetermination under this paragraph.

12 (D) Unless the last sentence of subparagraph (C)

13 applies, a redetermination under this paragraph shall be

14 effective (but subject to the reduction described in subpara-

15 graph (B) (ii) over the period specified pursuant to clause

16 (ii) of the first sentence of subparagraph (C)) beginning

17 with the sixth month following the month in which this Act

18 is enacted, or, if the request for such redetermination is not

19 filed before the end of such sixth month, wit.h the second

20 mouth following the month in which the request for such

21 redetermination is filed.

22 (E) The Secre'tary, by withholding amounts from bene-

23 fits otherwise payable to an individual under title II of the

24 Social Security Act as specified in clause (ii) of the first sen-

25 tence of subparagraph (0) (and in no other manner), shall
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recover the amounts necessary to compensate the Federal

2 Old-Age and Survivors Insurance Trust Fund (and the Fed-

eral Disability Insurance Trust Fund) for the excess (de-

4 scribed in subparagraph (B) (ii) ) attributable to benefits

5 which were paid such individual and to which a redeterniina-

6 tion under this subsection applies.

7 (d) Where—

8 (1) two or more persons are entitled on the basis of

9 the wages 'and self-employment income of an individual

10 (without the application of sections 202 (j) (1) and

ii 223 (b) of the Social Security Act) to monthly benefits

12 under section 202 of such Act for the month preceding

13 the month with which (A) a redetermination under

14 subsection (c) of this section becomes effective with

15 respect to the benefits of any one of them and (B) such

16 benefits are actordingly increased by reason of the

17 amendments made by subsections (a) and (b) of this

18 ecti6n, and

19 (2) the total of benefits to which all persons arc

20 entitled under such section 202 on the basis of such

21 wages and self-employment income for the month with

22 which such redetermination and increase becomes effec-

23 tive is reduced by reason of section 203 (a) of such Act

24 as amended by this Act (or would, but for the penulti-

25 mate sentence of such section 203 (a), be so reduced),
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1 then the amount of the benefit to which each of the persons

2 referred to in paragraph (1), other than the person with

3 respect to whose benefits such redetermination and increase

4 is applicable, is entitled for months beginning with the month

with which such redetermination and increase becomes effec-

tive shall be adjusted, after the application of such section

7 203 (a), to an amount no less than the amount it would have

8 been if such redetermination and increase had not become

effective.

10 LIBERALIZATION OF EARNINGS TEST

11 SEc. 106. (a) (1) Paragraphs (1), (3), and (4)

12 (B) of section 203 (f) of the Social Security Act are each

13 amended l)y striking out "$140" and inserting in lieu thereof

14 "$166.66*".

15 (2) Paragraph (1) (A) of section 203 (h) of such

Act is amended by striking out "$140" and inserting in

17 lieu thereof "$166.66*".

18 (b) The amendments made by subsection (a) shall

19 apply with respect to taxable years ending after December

20 1970.

21 EXCLUSION OF CERTAIN EARNINGS IN YEAR OF

22 ATTAINING AGE 72

23 SEC. 107. (a) The first sentence of section 203 (f) (3)

24
of the Social Security Act is amended by inserting "(A)"

25
after "except that", and by inserting before the period at the
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1 end thereof the following: ", and (B) in determining an

2 individual's excess earnings for the taxable year in which

3 he attains age 72, there shall be excluded any earnings of

4 such individual for the month in which he attains such

5 age and any subsequent month (with any net earnings

6 or net loss from self-employment in such year being prorated

7 in an equitable manner under regulations of the Secretary) ".

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

9 apply with respect to taxable years ending after December

10 1970.

11 REDUCED BENEFITS FOR WIDOWERS AT AGE 60

12 SEC. 108. (a) Section 202 (f) of the Social Security

13 Act (as amended by section 103 (b) (2) of this Act) is

14 further amended—

15 (1) by striking out "age 62" each place it appears

16 and inserting in lieu thereof "age 60"; and

17 (2) by striking out "or the third month" in the

18 matter following subparagraph (G) in paragraph (1)

19 and inserting in lieu thereof "or, if he became entitled

20 to such benefits before he attained age 60, the third

21 month".

22 (b) (1) The last sentence of section 203 (c) of such

23 Act (as amended by section 103 (c) (1) of this Act) is

24 further amended by striking out "age 62" and inserting in

25 lieu thereof "age 60".

26 (2) Clause (D) of section 203 (f) (1) of such Act (as
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1 amended by section 103 (c) (2) of this Act) is further

2 amended by striking out "age 02" and inserting in lieu there-

3 of "age 00".

4 (3) Section 222(b) (1.) of such Act is amended by

5 striking out "a widow or surviving divorced wife who has

6 not attained age 60, a widower who has not attained age

7 62" and inserting in lieu thereof "a widow, widower or

8 surviving divorced wife who has not attained age 00".

9 (4) Section 222(d) (1) (D) of such Act is amended

10 by striking out "age 62" each place it appears and inserting

U in lieu thereof "age 00".

12 (5) Section 225 of such Actisamendedbystrlking

1.3 out "age 62" and inserting in lieu thereof "age 00".

14 (c) The amendments made by this section 1all apply

15 with respect to monthly benefits under' title II of the Social

16 Security Act for months after December 1970, except that

17 in the case of an individual who was not entitled to a monthly

18 benefit under title II of such Act for December 1970 such

19 amudments shall apply only on the basis of an application

20 filed in or after thE month in which this Act is enacted.

21 nnmsunn TO pmi.n' INSURANCE nluwnt BAMRfl

ON DISABILITY wAICH BEGAN BrrwmcN 18 AND 22

23 Sc. ioi$. (a) Clause (ii) of Section 202 (d) (1) (B) of

the Social Security Act is amended by striking out "which

25 began before he attahied the age of eighteen" andinserting



1 in lieu thereof "which began before he attained the age of

2 22".

3 (b) Subparagraphs (F) and (G) of section 202 (d)

4 (1) of such Actare amended to read as follows:

5 "(F) if such child was not under a disability (as

6 so defined) at the time he attained the age of 18, the

7 earlier of—

8 "(i) the first month during no part of which

9 he is a full-time student, or

10 "(II) the month in which he attains the age of

11 22,

12 but oniy if he was not under a disability (a.s so defined)

13 in such earlier month; or

14 "(G) if such child was under a disability (as so

15 defined) at the time he 'tttained the age of 18, or if he

16 was not under a disability ( as so defined) at such time

17 but was under a disability (as so defined) at or prior to

18 the time he attained (or would attain) the age of 22,

19 the third month following the month in which he ceases

20 to be under such disability or (if later) the earlier of—

21 "(1) the first month during no part of which

22 lie is a full-time student, or

23 "(ii) the month in which he attains the age

24 of 22,

25 but onlyif he was not under a disability (as so defined)

26 in such earlier month."
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1 (c) Section 202 (d) (1) of such Act is further amended

2 by adding at the end thereof the following new sentence:

3 "No payment under this paragraph may be made to a child

4 who would not meet the definition of disability in section

5 223 (d) except for paragraph (1) (B) thereof for any month

6 in which he engages in substantial gainful activity."

7 (d) Section 202 (d) (6) of such Act is amended by

8 striking out "in which he is a full-time student and has not

9 attained the age of 22" and all that follows and inserting in

10 lieu thereof "in which he—

11 "(A) (i) is a full-time student or (II) is under a

12 disability (as defined in section 223 (d) ), and

13 "(B) had not attained the age of 22, but only if

14 he has filed application for such reentitlement.

15 Such reentitlement shall end with the month preceding

16 whichever of the following first occurs:

17 "('C) the first month in which an event specified in

18 paragraph (1) (D) occurs;

19 "(D) the earlier of (I) the first month during no

20 part of which he is a full-time student or (ii) the month

21 in which he attains the age of 22, but only if he is not

22 under a disability (as so defined) in such earlier month;

23 or

24 "(E) if he was under a disability (as so defined),

25 the third month following the month in which he ceases

H.R. 17550 3
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1 to be under such disability or (if later) the earlier of—

2 "(i) the first month during no part of which

3 he is a full-time student, or

4 "(ii) the month in which he attains the age

5 of 22."

6 (e) Section 202 (s) of such Act is amended—

7 (1) by striking out "which began before he at-

8 tainedsuchage"inparagraph (1) ;and

9 (2) by striking out "which began before such

10 child attained the age of 18" in paragraphs (2) and

11 (3).

12 (f) Where—

13 (1) one or more persons are entitled (without

14 the application of sections 202 (j) (1) and 223 (b) of

15 the Social Security Act) to monthly benefits under

16 section 202 or 223 of such Act for December 1970 on the

17 basis of the wages and self-employment income of an

18 individual, and

19 (2) one or more persons (not included in para-

20 graph (1)) are entitled to monthly benefits under

21 such section 202 or 223 for January 1971 solely by

22 reason of the amendments made by this section on the

23 basis of such wages and self-employment income, and

24 (3) the total of benefits to which all persons are

25 entitled under such section 202 or 223 on the basis of
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1 such wages and self-employment income for January

2 1971 is reduced by reason of section 203 (a) of such

3 Act as amended by this Act (or would, but for the

4 penultimate sentence of such section 203 (a), be so

5 reduced),

6 then the amount of the benefit to which each person referred

7 to in paragraph (1) of this subsection is entitled for months

8 after December 1970 shall be adjusted, after the applica-

9 tion of such section 203 (a), to an amount no less than the

10 amount it would have been if the person or persons referred

11 to in paragraph (2) were not entitled to a benefit referred

12 to in such paragraph (2).

13 (g) The amendments made by this section shall apply

14 only with respect to monthly benefits under sectiOn 202

15 of the Social Security Act for months after December 1970,

16 except that in the case of an individual who was not en-

17 titled to a monthly benefit under such section 202 for

18 December 1970 such amendments shall apply oniy on the

19 basis of an application filed after September 30, 1970.

20 ELIMINATION OF SUPPORT REQUIREMENT AS CONDITION

21 OF BENEFITS FOR DIVORCED AND SURVTVING DIVORCED

22

23 SEc. 110. (a) Section 202 (b) (1) of the Social Security

24 Act is amended—
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1 (1) by adding "and" at the end of subparagraph

2 (C),

3 (2) by striking out subparagraph (D) , and

4 (3) by redesignating subparagraphs (E) through

5 (L) as subparagraphs (D) through (K), respectively.

6 (b) (1) Section 202 (e) (1) of such Act is amended—

7 (A) by adding "and" at the end of 'subparagraph

8 (s),
9 (B) by striking out subparagraph (D), and

10 (C) by redesigriating subparagraphs (E) through

11 (G) as subparagraphs (D) through (F), respectively.

12 (2) Section 202 (e) (6) of such Act is amended by

13 striking out "paragraph (1) (G)" and inserting in lieu

14 thereof "paragraph (1) (F) ".

15 (c) Section 202 (g) (1) (F) of such Act is amended by

16 striking out clause (i), and by redesignating clauses (ii)

17 and (iii) as clauses (i) and (ii), respectively.

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

19 only with respect to benefits payable under title II of the

20 Social Security Act for months after December 1970 on the

21 basis of applications filed on or after the date of the enactment

22 of this Act,.
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1 ELIMiNATION OF DISABILITY INSURED-STATUS REQUIRE-

2 MENT OF SUBSTANTIAL RECENT COVERED WORK IN

3 CASES OF INDIVIDUALS WHO ARE BLIND

4 Sic. 111. (a) The first sentence of section 216 (i) (3)

5 of the Social Security Act is amended by inserting before

6 the period at the end thereof the following: ", and except

7 that the provisions of subparagraph (B) of this paragraph

8 shall not apply in the case of an individual who is blind

9 (within the meaning of 'blindness' as defined in paragraph

10 (1))".
11 (b) Section 223 (c) (1) of such Act is amended by

12 striking out "coverage." in subparagraph (B) (ii) and in-

13 serting in lieu thereof "coverage ;", and by striking out "For

14 purposes" and inserting in lieu thereof the following:

15 "except that the provisions of subparagraph (B) of

16 this paragraph shall not apply in the case of an mdi-

17 vidual who is blind (within the meaning of 'blindness'

18 as defined in section 216 (i) (1)). For purpbses"

19 (c) The amendments made by this section shall be

20 effective with respect to applications for disability insurance

21 benefits under section 223 of the Social Security Act, and
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1 for disability determinations under section 216 (i) of such

2 Act, filed—

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

4 enacted, or

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

6 ii the applicant has not died before such month and if—

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

8 tary of Health, Education, and Welfare has not been

9 given to the applicant before such month; or

10 (B) the notice referred to in subparagraph

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

12 civil action with respect to such final decision is

13 commenced under section 205 (g) of the Social

14 Security Act (whether before, in, or after such

15 month) and the decision in such civil action has not

16 become final before such month;

17 except that no monthly benefits under title II of the Social

18 Security Act shall be payable or increased by reason of the

19 amendments made by this section for months before Jan-

20 uary 1971.

21 WAGE CREDITS FOR MEMBERS OF THE UNIFORMED

22 s1vIcEs

23 SEC. 112. (a) Subsection 229 (a) of the Social Security

24 Act is amended—
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1 (1) by striking out "after December 1967" and in-

2 serting in lieu thereof "after December 1970"; and

3 (2) by striking out "after 1967" and inserting in

4 lieu thereof "after 1956".

5 (b) The amendments made by subsection (a) shall

6 apply with respect to monthly benefits under title II of the

7 Social Security Act for months after December 1970 and

8 with respect to lump-sum death payments under such title in

9 the case of deaths occurring after December 1970, except

10 that, in the case of any individual who is entitled, on the basis

11 of the wages and self-employment income of any individual

12 to whom section 229 of such Act applies, to monthly bene-

13 fits under title II of such Act for December 1970, suth

14 amendments shall apply (1) only if an application for re-

15 computation by reason of such amendments is filed by such

16 individual, or any other individual, entitled to benefits under

17 such title II on the basis of such wages and self-employment

18 income, and (2) only with respect to such benefits for

19 months beginning with whichever of the following is later:

20 January 1971 or the twelfth month before the month in which

21 such application was filed. Itecomputations of benefits as re-

22 quired to carry out the provisions of this paragraph shall be

23 made notwithstanding the provisiens of section 215 (f) (1)

24 of the Social security Act, and no suob recomputation shall
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1 be regarded as a recomputation for purposes of section 215

2 (f) of such Act.

3 APPLICATIONS FOR DISABILITY INSURANCE BENEFITS FILED

4 AFTER DEATH OF INSURED INDIVIDUAL

5 So. 113. (a) (1) Section 223(a) (1) of the Social

6 Security Act is amended by adding at the end thereof the

7 following new sentence: "In the case of a deceased individual,

8 the requirement of subparagraph (0) may be satisfied by an

9 application for benefits filed with respect to such individual

10 within 3 months alter the month in which he died."

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

12 striking out "he filed his application for disability insurance

13 benefits and was" and inserting in lieu thereof "the applica-

14 tion for disability insurance benefits was filed and he was".

15 (3) The third sentence of section 223 (b), of such Act

16 is amended by striking out "if he files such application" and

17 inserting in lieu thereof "if such application is filed".

18 (4) Section 223(c) (2) (A) ofsuchActisamendedby

19 striking out "who files such application" and inserting in

20 lieu thereof "with respect to whom such application is filed".

21 (b) Section 216 (i) (2) (B) of such Act is amended

22 by adding at the end thereof the following new sentence:

23 "In the case of a deceased individual, the requirement of an

application under the preceding sentence may be satisfied

25 by an applióation for a disability determination ified with re-
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1 spect to such individual within 3 months after the month in

2 which he died."

3 (c) The amendments made by this section shall apply

4 in the case of deaths occurring in and after the year in which

5 this Act is enacted. For purposes of such amendments (and

6 for purposes of sectims 202 (j) (1) and 223 (b) of the Social

7 Security Act), any application with respect to an individual

8 whose death occurred in such year but before the date of the

9 enactment of this Act which is filed within 3 months after

10 the date of the enactment of this Act shall be deemed to have

11 been filed in the month in which such death occurred).

12 WORKMEN'S COMPENSATION OFFSET FOR DISABILITY

13 INSITRANCE BENEFICIARIES

14 SEC. 114. (a) Section 224 (a) () of the Social Secu-

15 rity Act is amended by striking out "80 per centum of".

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

17 apply with respect to monthly benefits under title II of the

18 Social Security Act for months after December 1970.

19 COVERAGE OF FEDERAL HOME LOAN BANK EMPLOYEES

20 SEc. 115. (a) The provisions of section 210 (a) (6)

21 (B) (II) of the Social Security Act and section 3121 (b)

22 (6) (B) (ii) of the Internal Revenue Code of 1954, inso-

23 far as they relate to service performed in the employ of a

24 Federal Home Loan Bank, shall be effective—

25 (1) with respect to all service Derformed in the
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1 employ of a Federal Home Loan Bank after December

2 1970;and

3 (2) in the case of individuals who are in the employ

4 of a Federal Home Loan Bank on January 1, 1971, with

5 respect to any service performed in the employ of a

6 Federal Home Loan Bank after December 1965; but this

7 paragraph shall be effective only if an amount equal to

8 the taxes imposed by sections 3101 and 3111 of such

9 Code with respect to the services of all such individuals

10 performed in the employ of Federal Home Loan Banks

11 after December 1965 are paid under the provisions of

12 sectim 3122 of such Code by July 1, 1971, or by such

13 later date as may be provided in an agreement entered

14 into before such date with the Secretary of the Treasury

15 or his delegate for purposes of this paragraph.

16 (b) Subparagraphs (A) (i) and (B) of section 104

17 (i) (2) of the Social Security Amendments of 1956 are

18 repealed.

19 POLICEMEN AND FIREMEN IN IDMIO

20 SEC. 116. Section 218 (p) (1) of the Social Security

21 Act is amended by inserting "Idaho," after "Hawaii,".
22 COVERAGE OF CERPkTN HOSPITAL EMPLOYEES IN NEW

23 MEXICO

SEC. 117. Notwithstanding any provisions of section 218

25 of the Social Security Act, the agreement with the Stat.e of



43

1 New Mexico heretofore entered into pursuant to such section

2 may at the option of such State be modified at any time prior

3 to January 1, 1971, so as to apply to the services of em-

4 ployees of a hospital which is an integral part of a political

5 subdivision to which an agreement under this section has

6 not been made applicable, as a separate coverage group

7 within the meaning of section 218 (b) (5) of such Act, but

8 only if such hospital has prior to 1966 withdrawn from a re-

9 tirement system which had been applicable to the employees

10 of such hospital.

11 PENALTY FOR FuRNIsmNCI FALSE INFORMATION TO OBTAIN

12 SOCIAL SECURITY ACCOUNT NUMBER

13 SEc. 118. (a) Section 208 of the Social Security Act

14 is amended by adding "or" after the semicolon at the end of

15 subsection (e), and •by inserting after subsection (e) the

16 following new subsection:

17 "(f) willfully, knowingly, and with intent to deceive

18 the Secretary as to his true identity (or the true identity of

19 any other person) furnishes or causes to be furnished false

20 information to the Secretary with respect to any information

21 required by the Secretary in connection with the establish-

22 inent and maintenance of the records provided for in section

23 205 (c) (2) ;".

24 (b) The amendments made by subsection (a) shall
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1 apply with respect to information furnished to the Secretary

2 after the date of the enactment of this Act.

3 GUARANTEE OF NO DECREASE IN TOTAL FAMILY BENEFITS

4 SEC. 119. (a) Section 203 (a) of the Social Security

5 Act (as amended by section 101 (b) of this Act) i
6 amended by striking out "or" at the end of paragraph

7 (2), by striking out the period at the end of paragraph

8 (3), and inserting in lieu therof ", or", and by inserting

9 after paragraph (3) the following new paragraph:

10 "(4) notwithstanding any other provision of law,

11 when—

12 "(A) two or more persons are entitled to

13 monthly benefits for a particular month on the basis

14 of the wages and self-employment income of an

15 insured individual and (for such particular month)

16 the provisions of this subsection and section 202 (q)

17 are applicable to such monthly benefits, and

18 "(B) such individual's primary insurance

19 amount is increased for the following month under

20 any provision of this title,

21 then the total of monthly benefits for all persons on the

22 basis of such wages and self-employment income for

23 such particular month, as determined under the provi-

24 sions of this subsection, shall for purposes of determin-
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1 ing the total of monthly benefits for all persons on the

2 basis of such wages and self-employment income for

3 months subsequent to such particular month be con-

4 sidered to have been increased by the smallest amount

5 that would have been required in order to assure that

6 the total of monthly benefits payable on the basis of such

7 wages and self-employment income for any such subse-

8 quent month will not be less (after application of the

9 other provisions of this subsection and section 202 (q) )

10 than the total of monthly benefits (after the application

ii. of the other provisions of this subsection and section 202

12 (q)) payable on the basis of such wages and self-em-

13 ployment income for. such particular month."

14 (b) In any case in which the provisions of section

15 1.002 (b) (2) of the Social Security Amendments of 1969

16 apply, the total of monthly benefits as determined under see-

17 tion 203 (a) of the Social Security Act shall, for months

18 after 1970, be increased to the amount that would be

19 required in order to assure that the total of such monthly

20 benefits (after the application of section 202 (q) of such

21. Act) will not be less than the total of monthly benefits

22 that was applicable (after the application of such sections

23 203 (a) and 202 (q)) for the first month for which the

24 provisions of such section 1002 (b) (2) applied.
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1 INCREASE OF EARNINGS COUNTED FOR BENEFIT AND

2 TAX PURPOSES

3 Sic. 120. (a) (1) (A) Section 209(a) (i5) of the

4 Social Security Act is amended by inserting "and prior

5 to 1971" after "1967".

6 (B) Section 209 (a) of such Act is further amended by

7 adding at the end thereof the following new paragraph:

8 "(6) That part of remuneration which, after remunera-

9 tion (other than remuner,.tion referred to in the succeeding

10 subsections of this section) equal to $9,000 with respect to

11 employment has been paid to an individual during any cal-

12 endar year after 1970, is paid to such individual during any

13 such calendar year;".

14 (2) (A) Section 211(b) (1) (E) of such Act is

15 amended by inserting "and beginning prior to 1971" after

16 "1967", and by striking out "; or" and inserting in lieu

17 thereof "; and".

18 (B) Section 211 (b) (1) of such Act is further amended

19 by adding at the end thereof the following new subpara-

20 graph:

21 "(F) For any taxable year beginning after
22 1970, (i) $9,000, minus (ii) the amount of the

23 wages paid to such individual during the taxable

24 year; or".

25 (3) (A) Section 213 (a) (2) (ii) of such Act is
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1 amended by striking out "after 1967" and inserting in lieu

2 thereof "after 1967 and before 1971, or $9,000 in the case

3 of a calendar year after 1970".

4 (B) Section 213 (a) (2) (iii) of such Act is amended

5 by striking out "after 1967" and inserting in lieu thereof

6 "after 1967 and beginning before 1971, or $9,000 in the

7 case of a 'taxable year beginning after 1970".

8 (4) Section 215 (e) (1) of such Act is amended by

9 striking out "and the excess over $7,800 in the case of any

10 calendar year after 1967" and inserting in lieu thereof "the

11 excess over $7,800 in the case of any calendar year after

12 1967 and before 1971, and the excess over $9,000 in the

13 case of any calendar year after 1970".

14 (b) (1) (A) Section 1402 (b) (1) (E) of the Internal
15 Revenue Code of 1954 (relating to definition of self-employ-

16 meiTt income) is amended by inserting "and beginning before

17 1971" after "1967", and by striking out "; or" and inserting

18 in lieu thereof "; and".

19 (B) Section 1402 (b) (1) of such Code is further

° amended by adding at the end thereof the following new
21 subparagraph:

22 "(F) for any taxable year beginning after
23 1970, (i) $9,000, minus (II) the amount of the
24 wages paid to such individual during the taxable
25 year; or".
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1 (2) Section 3121(a) (1) of such Code (relating to

2 definition of wages) is amended by striking out "$7,800"

3 each place it appears and inserting in lieu thereof "$9,000".

4 (3) The second sentence of section 3122 of such Code

5 (relating to Federal service) is amended by striking out

6 "$7,800" and inserting in lieu thereof "$9,000".

7 (4) Section 3125 of such Code (relating to returns in

8 the case of governmental employees in Guam, American

9 Samoa, and the District of Columbia) is amended by striking

10 out "$7,800" where it appears in subsections (a), (b), and

11 (c) and inserting in lieu thereof "$9,000".

12 (5) Section 6413 (c) (1) of such Code (relating to

13 special refunds of employment taxes) is amended—

14. (A) by inserting "and prior to the calendar year

15 1971' after "after the calendar year 1967";

16 (B) by inserting after "exceed $7,800," the fol-

17 lowing: "or (E) during any calendar year after the

18 calendar year 1970, the wages received by him during

19 such year exceed $9,000,"; and

20 (C) by inserting before the period at the end
21 thereof the following: "and before 1971, or which

22 exceeds the tax with respect to the first $9,000 of such

23 wages received in such calendar year after 1970".

24 (6) Section 6413 (c) (2) (A) of such Code (relating

25 to refunds of employment taxes in the case of Federal em-



49

1 ployees) is amended by striking out "or $7,800 for any

2 calendar year after 1967" and inserting in lieu thereof

3 "$',800 for the calendar year 1968, 1969, or 1970, or

4 $9,000 for any calendar year after 1970".

5 (7) Section 6654 (d) (2) (B) (ii) of such Code (re-

6 lating to failure by individual to pay estimated income tax)

7 is amended by striking out "$6,600" and inserting in lieu

8 thereof "$9,000".

9 (c) The amendments made by subsections (a) (1) and

10 (a) (3) (A), and the amendments made by subsection (b)

11 (except paragraphs (1) and (7) thereof), shall apply only

12 with respect to remuneration pa.id after December 1970. The

13 amendments made by subsections (a) (2), (a) (3) (B),

14 (b) (1), and (b) (7) shall apply only with respect to tax-

15 able years beginning after 1970. The amendment made by

16 subsection (a.) (4) shall apply only with respect to calen-

17 dar years after 1970.

18 CHANGES IN TAX SCHEDULES

19 SEC. 121. (a) (1) $ection 1401 (a) of the Internal

20 Revenue Oode of 1954 (relating to rate of tax on self-
21 employment income for purposes of old-age, survivors, and

22 disability insurance) is amended by striking out paragraphs

23 (2), (3), and (4) and inserting in lieu thereof the follow-
24 ing:

H.R.17550 -4
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1 "(2) in the case of any taxable year beginning after

2 December 31, 1968, and before January 1, 1975, the

3 tax shall be equal to 6.3 percent of the amount of the

4 self-employment income for such taxable year; and

5 "(3) in the ease of any taxable year beginning

6 after December 31, 1974, the tax shall be equal to 7.0

7 percent of the amount of the self-employment income

8 for such taxable year."

9 (2) Section 3101 (a) of such Oode (relating to rate of

10 tax on employees for purposes of old-age, survivors, and

11 disability insurance) is amended by slriking out paragraphs

12 (2), (3), and (4) and inserting in lieu thereof the follow-

13 ing:

14 "(2) with respect to wages received during the

15 calendar years 1969, 1970, 1971, 1972, 1973, and

16 1974, the rate shall be 4.2 percent;

17 "(3) with respect to wages received during the

18 calendar years 1975, 1976, 1977, 1978, and 1979, the

19 rate shall be 5.0 percent; and

20 "(4) with respect to wages received after Decem-

21 ber 31, 1979, the rate shall be 5.5 percent."

22 (3) Section 3111 (a) of such Code (relating to rate of

23 tax on employers for purposes of old-age, survivors, and

24 disability insurance) is amended by striking out paragraphs

25 (2), (3), and (4) and inserting in lieu thereof the

26 following:



51

1 "(2) with respect to wages paid during the cal-

2 endar years 1969, 1970, 1971, 1972, 1973, and 1974,

3 the rate shall be 4.2 percent;

4 "(3) with respect to wages paid during the cal-

5 endar years 1975, 1976, 1977, 1978, and 1979, the

6 rate shall' be 5.0 percent; and

7 "(4) with respect to wages paid after December

8 31, 1979, the rate shall be 5.5 percent."

9 (b) (1) Section 1401 (b) of such Code (relating to

10 rate of tax on self-employment income for purposes of hos-

11 pital insurance) is amended by striking out paragraphs (1)

12 through (5) and inserting in lieu thereof the following:

13 "(1) in the case of any taxable year beginning

14 after December 31, 1967, and before January 1, 1971,

15 the tax shall be equal to 0.6 percent of the amount of

16 the self-employment income for such taxable year; and

17 "(2) in the case of any taxable year beginning

18 ' 'after December 31, 1970, the tax shall be equal to 1.0

19 percent of the amount of the self-employment income

20 for such taxable year."

21 (2) Section 3101 (b) of such Code (relating to rate

22 of tax on employees for purposes of hospital insurance) is
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1 amended by striking out paragraphs (1) through (5.) and

2 inserting in lieu thereof the following:

3 "(1) with respect to wages received during the

4 calendar years 1968, 1969, and 1970, the rate shall be

5 0.6 percent; and

6 "(2) with respect to wages received after Decem-

7 ber 31, 1970, the rate shall be 1.0 percent."

8 (3) Section 3111 (b) of such Code (relating to rate

9 of. tax on employers for purposes of hospital insurance) is

10 amended by striking out paragraphs (1) through (5) and

11 inserting in lieu thereof the following:

12 "(1) with respect to wages paid during the calen-

13 dar years 1968, 1969, and 1970, the rate shall be 0.6

14 percent; and

15 "(2) with respect tO wages paid after December

16 31, 1970, the rate shall be 1.0 percent."

17 (c) The amendments made by. subsections (a) (1) and

18 (b) (1) shall apply only with respect to taxable years be-

19 ginning after December 31, 1970. The remaining amend-

20 ments made by this section shall apply only with respect to

21 remuneration paid after December 31, 1970.
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1 ALLOCATION TO DISABILITY INSURANCE TRUST FUND

2 SEC. 122. (a) Section 201(b) (1) of the Social Secu-

3 rity Act is. amended—

4 (1) by striking out "and (D)" and inserting in

5 lieu thereof "(D)"; and

6 (2) by striking out "after December 31, 1969,

7 and so reported," and inserting in lieu thereof the fol-

8 lowing: "after December 31, 1969, and before Janu-

9 ary 1, 1971, and so reported, (E) 0.90 of 1 per centum

10 of the wages (as so defined) paid after December 31,

11 1970, and before January 1, 1975, and so reported,

12 (F) 1.05 per centum of the wages (as so defined)

13 paid after December 31, 1974, and before January 1,

14 1980, and so reported, and (G) 1.15 per centum of

15 the wages (as so defined) paid after December 31,

16 1979, and so reported,".

17 (b) Section 201 (b) (2) of such Act is amended—

18 (1) by striking out "and (D)" and inserting in

19 lieu thereof "(D) "; and

20 (2) by inserting after "December 31, 1969," the

21 following: "and before January 1, 1971, (E) 0.675 of

22 1 per centum of the amount of self-employment income

23 (as so defined) so reported for any taxable year begin-

24 fling after December 31, 1970, a.nd before January 1,
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1 1975, (F) 0.7875 of 1 per centum of the amount of

2 self-employment income (as so defined) so reported for

3 any taxable year beginning after December 31, 1974,

4 and before January 1, 1980, and (G) 0.8625 of 1 per

5 centum of the amount of self-employment income (as so

6 defined) so reported for any taxable year beginning

7 after December 31, 1979,".

8 TITLE TI—PRO VISIONS RELATING TO MEDI-

9 CARE, MEDICAID, AND MATERNAL AND

10 CHILD HEALTH

11 PART A—COVERAGE UNDER MEDIcAiu PROGRAM

12 PAYMENT UNDER MEDICARE PROGRAM TO INDIVIDUALS

13 COVERED BY FEDERAL EMPLOYEES HEALTH BENEFITS

14 PROGRAM

15 SEc. 201. Section 1862 vf the Social Security Act is

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

17 section:

18 "(c) No payment may be made under this title with

19 respect to any item or service furnished to or on behalf of

20 any individual on or after January 1, 1972, if such item or

21 service is covered under a health benefits plan in which such

22 individual is enrolled under chapter 89 of title 5, United

23 States Code, unless prior to the date on which such item or

24 service is so furnished the Secretary shall have determined

25 and certified that the Federal employees health benefits pro-
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i gram under chapter 89 of such title 5 has been modified so as

2 to assure that—

3 "(1) there is available to each Federal employee

4 or annuitant .upon or after attaining age 65, in addition

5 to the health benefits plans available before he attains

6 such age, one or more health benefits plans which offer

protection supplementing the combined protection pro-

8 vided under parts A and B of this title and one or more

9 health benefits plans which offer protection supplement-

10 ing the protection provided under part B of this title

11 alone, and

12 "(2) the Oovernment will make available to such

13 Federal employee or annuitant a contribution in an

14 amount at least equal to the contribution which the Gov-

15 ernment makes toward the health insurance of any em-

16 ployee or annuitant enrolled for high option coverage

17 under the Government-wide plans established under

18 chapter 89 of such title 5, with such contribution being in

19 the form of (A) a contribution toward the supplemen-

20 tary protection referred to in paragraph (1), (B) a

21 payment to or on behalf of such employee or annuitant

22 to offset the cost to him of coverage under parts A and

23 B (or part B alone) of this title, or (C) a combination

24 of such contribution and such payment."
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1 HOSPITAL INSURANCE BENEFITS FOR UNINSURED INDI-

2 VIDUALS NOT ELIGIBLE UNDER PRESENT TRANSITIONAL

3 PROVISION

4 Sc. 202. (a) Section 103 (a) of the Social Security

5 Amendments of 1965 is amended—

6 (1) by reclesignating clauses (A) and (B) in para-

7 graphs (2) and (4) as clauses (i) and (II), respec-

8 tively, and by redesignating paragraphs (1), (2), (3),

9 (4.), and (5) as subparagraphs (A), (B), (C), (D),
10 and (E), respectively;

11 (2) by striking out all that follows "Anyone

12 who—" and precedes subparagraph (B) (as redesig-

13 nated by paragraph (1). of this subsection) and insert-

14 ing in lieu thereof the following:

15 "(1) (A) has attained the age of 65,";

16 (3) by adding "or" at the end of subparagraph
17 (E) (as so redesignated)

18 (4) by striking out "shall (subject to the limita-
19 tions in this section)" and all that follows down through

20 the period at the. end of the first sentence and inserting

21 in lieu thereof the following:

22 "(2) (A) meets the provisions of subparagraphs
23 (AL (C), and (D) of paragraph (1).,

"(B) does not meet the provisions of subparagraph
25 (B) of paragraph (1 )., and
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1 "(C) has enrolled (i) under section 1837 of the

2 Social Security Act and (ii) under subsection (d) of

3 this section,

4 shall (subject to the limitations in this section) be deemed,

5 solely for purposes of section 226 of the Social Security Act,

6 to be entitled to monthly insurance benefits under such section

7 202 for each month, beginning—

8 "(i) in the case of an individual who meets the

9 provisions of paragraph (1), with the first month in

10 which he meets the requirements of such paragraph, or

11 "(ii) in the case of an individual who meets the

12 provisions of paragraph (2), with the day on which his

13 coverage period (as provided in subsection (d))

14 begins,

15 and ending with the month in which he dies, or, if earlier,

16 the month before the month in which he becomes (or upon

17 filing application for monthly insurance benefits under sec-

18 tion 202 of such Act would become) entitled to hospital

19 insurance benefits under section 226 or becomes certifiable as

20 a qualified railroad retirement beneficiary.";

21 (5) (A) by striking out "the preceding require-

22 ments of this subsection" in the second sentence and

23 inserting in lieu thereof "the requirements of paragraph

24 (1) of this subsection" and (B) by striking out "para-
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1 graph (5) hereof" and inserting in lieu thereof "sub-

2 paragraph (E) of such paragraph"; and

3 (6) by striking out "paragraphs (1), (2), (3),

4 and (4)" in the third sentence and inserting in lieu

thereof "subparagraphs (A), (B), (C), and (II) of

6 paragraph (1) '.

(b) Section 103 (b) of such Amendments is amended

8 (1) by inserting "(i)" after "individual" in the second

sentence, and (2) by adding before the period at the end

10 thereof the following: ", or (ii) (with respect to an enroll-

ment under subsection (d) (1)) for any month during his

12 coverage period (as provided in subsection (d) ) ".
13 (c) Section 103 (c) (1) of such Amendments is

14 amended by striking out "this section" and inserting in lieu

15 thereof "paragraph (1) of subsection (a) of this section".

16 (d) Section 103 of such Amendments is further

17 amended by adding at the end thereof the following new
18 subsections:

19 "(d) (1) An individual who meets the conditions of
20 subpa.ragraphs (A) and (B) of paragraph (2) of sub-
21 section (a) and has enrolled under section 1837 of thc
22 Social Security Act may enroll for the hospital insuranc
23 benefits provided under subsection (a).
24

"(2) The provisions of sections 1837, 1838, 1839, and
25

1840 (relating to enrollments under part B of title XVIII
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1 of the Social Security Act) shall be app1ic1e to the enroll-

2 ment authorized by paragraph (1) in the same manner, to

3 the same extent, and under the same conditions as such

4 sections are applicable to enrollments under such part B,

5 except that for purposes of this subsection such sections 1837,

6 1838, 1839, and 1840 are modified as follows:

7 "(A) the term 'paragraphs (1) and (2) of see-

8 tion 1836' shall be considered to read 'subparagra.phs

9 (A) and (B) of paragraph (2) of section 103 (a) of

10 the Social Security Amendments of 1965';

11 "(B) the term 'March 1, 1966' shall be considered

12 to read 'March 31, 1971';

13 "(C) the term 'May 31, 1966' shall be considered to

14 read 'March 31, 1971';

15 "(D) the term '1969' shall be considered tc read

16 '1972';

17 "(E) subsection (a) (1) of such section 1838

18 shall be considered to read as follows:

19 "'(1) in the case of an individual who enrolls for

20 benefits under subsection (a) of section 103 of the

21 Social Security Amendments of 1965 pursuant to sub-

22 section (c) of section 1837 (as made applicable by

23 section 103 (d) (2) of such Amendments), January 1,

24 1971, or, if later, the first day of the month following

25 the month in which he so enrolls; or';
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1 "(:F} subsection (b) of such section 1838 shall be

2 considered amended by adding at the end. thereof the

3 following new sentence: 'An individual's enrollment

4 under subsection (d) of section 103 of the Social Se-

5 curity Amendments of 195 shall also terminate (i)

6 when he satisfies subparagraghs (B) and (E) of para-

7 graph (1) of subsection (a) of such section, with such

8 termination taking effect on the first day of the month

9 in which he satisfies such subparagraphs, or (ii) when

10 his enrollment under section 1837 terminates, with such

ii termination taking effect as provided in the second sen-

12 tence of this subsection.';

13 "(G) subsection (a) of such section 1839 shall be

14 considered to read as follows:

15 "(a) The monthly premium of each individual for

16 each month in his coverage period before July 1972 shall

17 be $27.';

18 "(H) the term '1967' when used in subsection

19 (b) (1) of such section 1839 shall be considered to read

20 'June 1972';

21 "(I) subsection (b) (2) of such section 1839 shall

22 be considered to read as follows:

23 "'(2) The Secretary shall, during December of 1971
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1 and of each year thereafter, determine and promulgate

2 the dollar amount (whether or not such dollar amount

3 was applicable for premiums for any prior month) which

4 shall be applicable for premiums for months occurring

5 in the 12-month period commencing July 1 of the next

6 year. Such amount shall be equal to $27 multiplied by the

7 ratio of (1) the inpatient hospital deductible for such next

8 year, as promulgated under section 1813 (b) (2), to (2)

9 such deductible promulgated for 1971. Any amount de-

10 termined under the preceding sentence which is not a multiple

11 of $1 shall be rounded to the nearest multiple of $1.'; and

12 "(J) the term 'Federal Supplementary Medical

13 Insurance Trust Fund' shall be considered to read 'Fed-

14 eral Hospital Insurance Trust FuTid'.

15 "(e) Payment of the monthly premiums on behalf of

16 any individual who meets the conditions of subparagraphs

17 (A) and (B) of paragraph (2) of subsection (a) and

18 has enrolled for the hospital insurance benefits provided

19 under subsection (a) may be made by any public or private

20 agency or organization under a contract or other arrange-

21 ment entered into between it and the Secretary if the

22 Secretary determines that payment of such premiums under

23 such contract or arrangement is administratively feasible."
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1 PART B—IMPROVEMENTS IN THE OPERATING EFFECTiVE-

2 NESS OF THE MEDICARE, MEDICAID, AND MATERNAL

3 AITD CHILD HEALTH PROGRAMS

4 LIMITATION ON FEDERAL PARTICIPATION FOR CAPITAL

5 EXPENDITURES

6 SEC. 221. (a) Title XI of the Social Security Act is

7 amended by adding at the end thereof the following new

8 section:

9 "LIMITATION ON FEDERAL PARTICIPATION FOR CAPITAL

1.0 EXPENDITURES

11 "SEc. 1122. (a) The purpose of this section is to assure

12 that Federal funds appropriated under titles V, XVIII, and

13 XIX are not used to support unnecessary capital expendi-

14 tures made by or on behalf of health care facilities which are

15 reimbursed under any of such titles and that, to the extent

16 possible, reimbursement under such titles shall support plan-

17 ning activities with respect to health services and facilities

18 in the various States.

19 "(b) The Secretary, after consultation with the Gover-

20 nor (or other chief executive officer) and with appropriate

21 local public officials, shall make an agreement with any

22 State which is able and willing to do so under which a desig-

23 nated planning agency (which shall be an agency described

24 in clause (ii) of subsection (d) (1) (B) that has a govern-

25 ing body or advisory body at least half of whose members

26 represent consumer interests) will—
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1 "(1) make, and submit to the Secretary together

2 with such supporting materials as he may find necessary,

3 findings and recommendations with respect to capital

4 expenditures proposed by or on behalf of any health care

5 facility in such State within the field of its responsibili-

6 ties and

7 "(2) receive from other agencies described in

S clause (ii) of subsection (d) (1) (B), and submit to the

Secretary together with such su porting material as he

10 may find necessary, the findings and recommendations of

11 such other agencies with respect to capital expenditures

12 proposed by or on behalf of health care facilities in such

13 State within the fields of their respective responsibilities,

14 whenever and to the extent that the findings of such desig-

15 nated agency or any such other agency indicate that any

16 such expenditure is not consistent with the standards, criteria,

17 or plans developed pursuant to the Public Health Service

18 Act (or the Mental Retardation Facilities and Community

19 Mental Health Centers Construction Act of 1963) to meet

20 the need for adequate health care facilities in the area covered

21 by the plan or plans so developed.

22 "(c) The Secretary shall pay any such State from the

23 Federal Hospital Insurance Trust Fund, in advance or by

24 way of reimbursement as may be provided in the agreement

25 with it (and may make adjustments in such payments on
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1 account of overpayments or underpayments previously

2 made), for the reasonable cost of performing the functions

3 specified in subsection (b).

4 "(d) (1) Except as provided in paragraph (2), if the

5 Secretary determines that—--

6 "(A) neither the planning agency designated in

the agreement described in subsection (b) nor an

8 agency described in clause (ii) of subparagraph (B) of

9 this paragraph had been given notice of any proposed

10 capital expenditure (in accordance with such procedure

or in such detail as may be required by such agency)

12 at least 60 days prior to such expenditure; or

13 "(B) (i) the planning agency so designated or

14 an agency so described had received such timely notice

15 of the intention to make such capital expenditure and

16 had, within a reasonable period after receiving such

17 notice and prior to such expenditure, notified the person

18 proposing such expenditure that the expenditure would

19 not be in conformity with the standards, criteria., or plans

20 developed by such agency or any other agency described

21 in clause (ii) for adequate health care facifities in such

22 State or in the area for which such other agency has

23 responsibility, and

"(ii) the planning agency so designated had, prior

25 to submitting to the Secretary the findings referred
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1 to in subsection (b), consulted with, and taken into

2 consideration the findings and recommendations of,

3 the State planning agencies established pursuant to

4 sections 314 (a) and 604 (a) of the Public Health Serv-

5 ice Act (to the extent that either such agency is not the

6 agency so designated) as well as the public or nonprofit

7 private agency or organization responsible for the corn-

8 prehensive regional, metropolitan area, or other local

9 area plan or plans referred to in section 314 (b) of the

10 Public Health Service Act and covering the area in which

11 the health care facility proposing such capital expendi-

12 ture is located (where such agency is not the agency

13 designated in the agreement) or, if there is no such

14 agency, such other public or nonprofit private agency

15 or organization (if any) as performs, as determined

16 in accordance with criteria included in regulations,

17 similar functions;

18 then, for such period as he finds necessary in any case to

19 effectuate the purpose of this section, he haI1, in determining

20 the Federal payments to be made under titles V, XVIII, and

21 XIX with respect to services furnished in the health care

22 facility for which such capital expenditure is made, not in-

23 chide any amount which is attributable to depreciation, in-

24 terest on borrowed funds, a return on equity capital (in the

H.R. 17550 5
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1 case of proprietary facilities), or other expenses related to

2 such capital expenditure.

3 "(2) If the Secretary, after submitting the matters in-

4 volved to the advisory council established or designated

5 under subsection (i), determines that an exclusion of ex-

penses related to any capital expenditure of any health care

7 facility wou1 not be consistent with the effective organiza-

8 tion and delivery of health services or the effective adminis-

tration of title V, XVIII, or XIX, he shall not exclude such

10 expenses pursuant to paragraph (1).

ii "(e) Where a person obtains under lease or comparable

12 arrangement any facility or part thereof, or equipment for

13 a facility, which would have been subject to an exclusion

14 under subsection (d) if the person had acquired it by pnr-

15 'hase, the Secretary shall (1) in computing such person's

16 rental expense in determining the Federal payments to be

17 made under titles V, XVIII, and XIX with respect to serv-

18 ices furnished in such facility, deduct the amount which in his

19 judgment is a reasonable equivalent of the amount that would

20 have been excluded if the person had acquired such facility

21 or such equipment by purcnase, and (2) in computing such

22 person's return oh equity capital deduct any amount deposited

23 under the terms of the lease or comparable arrangeiiint.

24 "(f) Any person dissatisfied with a determination by the

25 Secretary under this section may within six months follow-
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1 ing notification of such determination request the Secretary

2 to reconsider such determination. A determinatiQn by the

3 Secretary under this section shall not be subject to adminis-

4 trative or judicial review.

5 "(g) For the purposes of this section, a 'capital expendi-

6 ture' is an expenditure which, under generally accepted

7 accounting principles, is not properly chargeable a.s an ex-

8 pense of operation and maintenance and which (1) exceeds

9 $100,000, (2) changes the bed capacity of the facility with

10 respect to which such expenditure is made, or (3) sub-

11 stantially changes the services of the facility with respect to

12 which such expenditure is made. For purposes of clause

13 (1) of the preceding sentence, the cost of the studies, stir-

14 veys, designs, plans, working drawings, specifications, and

15 other activities essential to the acquisition, improvement, ex-

16 pansion, or replacement of the plant and equipment with

17 respect to which such expenditure is made shall be included

18 in determining whether such expenditure exceeds $100,000.

19 "(h) The provisions of this section shall not apply to

20 Christian Science sanatoriums operated, or listed and certi-

21 fled, by the First Church of Christ, Scientist, Boston, Massa-

22 chnsetts.

23 "(i) (1) The Secretary shall establish a national advi-

24 sory council, or designate an appropriate existing national

25 advisory council, to advise and assist him in the preparation
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1 of general regulations to carry out the purposes of this section

2 and on policy matt,ers arising in the administration of this

3 section, including the coordination of activities under this

4 section with those under other parts of this Act or under

5 other Federal or federally assisted health programs.

6 "(2) The Secretary shall make appropriate provisiOn

7 for consultation between and coordination of the work of

8 the advisory council established or designated under para-

9 graph (1) and the Federal Hospital Council, the National

10 Advisory Health Council, the Health Insurance Benefits

11 Advisory Council, the Medical Assistance Advisory Council,

12 and other appropriate national advisory councils with re-

13 spect to matters bearing on the purposes and administration

14 of this section and the coordination of activities under this

15 section with related Federal health programs.

16 "(3) If an advisory council is established by the Score-

17 tary under paragraph (I), it shall be composed of members

18 who are not otherwise in the regular full-time employ of the.

19 United States, nd who shall be appointed by the Secretary

20 without regard to the civil service laws from among leaders

21 in the fields of the fundamental sciences, the medical sciences,

22 and the organization, delivery, and financing of health

23 care, and persons who are State or local officials or are

24 active in community affairs or public or civic affairs or who

25 are representative of minority groups. Members of such ad-
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1 visory council, while attending meetings of the council or

2 otherwise serving on business of the council, shall be entitled

3 to receive compensation at rates fixed by the Secretary, but

4 not exceeding the maximum rate specified at the time of

5 such service for grade GS—18 in section 5332 of title 5,

6 United States Code, including traveltime, and while away

from their homes or regular places of business they may also

8 be allowed travel expenses, including per diem in lieu of sub-

sistence, as authorized by section 5703 (b) of such title 5

10 for persons in the Government service employed inter-

11 mittently."

12 (b) The a.mc'ndment made by subsection (a) shall apply

13 only with respect to a capital expenditure the obligation for

14 which is incurred by or on behalf of a health care facility

15 subsequent to whichever of the following is earlier: (A)

16 June 30, 1971, or (B) with respect to any State or any part

17 thereof specified by such State, the last day of the calendar

18 quarter in which the State requests that the amendment

19 made by subsection (a) of this section apply in such State

20 or such part thereof.

21 (c) (1) Section 505 (a) (6) of such Act (as amended

22 by section 229 (b) of this Act) is further amended by in-

23 serting ", consistent with section 1122," after "standards"

24 where it first appears.

25 (2) Section 506 of such Act (as amended by sections
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1 224(c), 227(d), 230(d), and 235(b) of this Act) is

2 further amended by adding at the end thereof the following

3 new subsection:

4 "(g) For limitation on Federal participation for capital

5 expenditures which are out of conformity with a comprehen-

6 sive plan of a State or areawide planning agency, see see—

7 tion 1122."

8 (3) Clause (2) of the second sentence of section 509

9 (a) of such Act is amended by inserting ", consistent with

10 section 1122," after "standards"

11 (4) Section 1861 (v) of such Act is amended by adding

12 at the end thereof the following new paragraph:

13 "(5) For limitation on Federal participation for capital

14 expenditures which are out of conformity with a compre-

15 hensive plan of a State or areawide planning agency, see

16 section 1122."

17 (5) Section 1902 (a) (13) (D) of such Act (as

18 amended by section 229 (a) of this Act) is further amended

19 by inserting ", consistent with section 1122," after "stand-

20 ards" where it first appears.

21 (6) Section 1903 (b) of such Act is amended by add-

22 ing at the end thereof the following new paragraph:

23 "(3) For limitation on Federal participation for capital

24 expenditures which are out of conformity with a compre-

25 hensive plan of a State or areawide planning agency, see

26 section 1122."
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I REPORT ON PLAN FOR PROSPECTIVE REIMBURSEMENT;

2 EXPERIMENTS AND DEMONSTRATION PROJECTS TO

3 DEVELOP INCENTWES FOR ECONOMY IN THE .PBOVI-

4 SION OF HEALTH SERVICES

5 SEC. 222. (a) (1) The Secretary of Health, Education,

6 and Welfare, directly or through contracts with public or

7 private agencies or organizations, shall develop and carry

8 out experiments and demonstration projects designed to de-

termine the relative advantages and disadvantages of various

10 alternative methods of making payment on a prospective

1 basis to hospitals, extended care facilities, and other pro-

12 viders of services for care and services provided by them

13 under title XVIII of the Social Security Act . and under

14 State plans approved under titles XIX and V of such Act,

1 including alternative methods for classifying providers, for

16 establishing prospective rates of payment, and for imple-

17 menting on a gradual, selective, or other basis. the estab-

18 lishment of a prospective payment system, in order to

19 stimulate such providers through positive financial incén-

20 tives to use their facilities and personnel more efficiently and

21 thereby to reduce the total costs of. the health programs

22 involved without adversely affecting .the quality of services

23 by containing or lowering the rate of increase in provider

24 costs that has been and is being experieticed under the exist-

25 ing system of retroactive cost reimbursement.
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1 (2) The experiments and demonstration projects devel-

2 oped under paragraph (1) shall be of sufficient scope and

3 shall be carried out on a wide enough scale to permit a thor-

4 ough evaluation of the alternative methods of prospective

5 payment under consideration while giving assurance that the

6 results derived from the experiments and projects will obtain

7 generally in the operation of the programs involved (without

8 committing such programs to the adoption of any prospective

9 payment system either locally or nationally).

10 (3) In the case of any experiment or demonstration

11 project under paragraph (1), the Secretary may waive corn-

12 pliance with the requirements of titles XVIII, XIX, and V

13 of the Social Security Act insofar as such requirements relate

14 to methods of payment for services provided; and costs in-

15 curred in such experiment or project in excess of those which

16 would otherwise be reimbursed or paid under such titles may

17 be reimbursed or paid to the extent that such waiver applies

18 to them (with such excess being borne by the Secretary).

19 No experiment or demonstration project shall be developed

20 or carried out under paragraph (1) until the Secre)tary ob-

21 tains the advice and recommendations of specialists who are

22 competent to evaluate the proposed experiment or project as

23 to the soundness of its objectives, the possibilities of securing

24 productive results, the adequacy of resources 'to conduct it,

25 and its relationship to other similar experiments or projects
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1 already completed or in process; and no such experiment

2 or project shall be actually placed in operation until a

3 written report containing a full and complete description

4 thereof has been transmitted to the Committee on Ways

5 and Means of the House of Representatives and the Corn-

6 mittee on Finance of the Senate.

7 (4) Grants, payments under contracts, and other ex-

8 penditures made fOr experiments and demonstration projects

9 under this subsection shall be made from the Federal Hospital

10 Insurance Trust Fund (established by section 1817 of the

11 Social Security Act) and the Federal Supplementary Mcdi-

12 l Insurance Trust Fund (established by section 1841 of

13 the Social Security Act). Grants and payments under con-

14 tracts may be made either in advance or by way of reim-

15 bursement, as may be determined by the Secretary, and shall

16 be made in such installments and on such conditions as the

17 Secretary finds necessary to carry out the purpose of this

18 subsection. With respect to any such grant, payment, or other

19. expenditure, the amount to be paid from each of such trust

20 funds shall be determined by the Secretary, giving due

21 regard to the purposes of the experiment or project involved.

22 (5) The Secretary shall submit to the Congress no laIer

23 than July 1, 1972, a full report on the experiments and

24 demonstration projects carried out under this subsection and

25 on the experience of other programs with respect to pros-
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1 pective reimbursement together with any related data and

2 materials which he may consider appropriate. Such report

3 shall include detailed reconimendations with respect to the

4 specific methods which could be used in the full implemen-

5 tation of a system of prospective payment to providers of

6 services under the programs involved.

7 (6) Section 1875 (b) of the Social Security Act is

8 amended by inserting "and the experiments and demonstra-

9 tion projects authorized by section 222 (a) of the Social

10 Security Amendments of 1970" after "1967".

11 (b) (1) Section 402 (a) of the Social Security Amend-

12 ments of 1967 is amended to read as follows:

13 "(a) (1) The Secretary of Health, Education, and We].

14 fare is authorized, either directly or through grants to public

15 or nonprofit private agencies, institutions, and organizations

16 or contracts with public or private agencies, institutions, and

17 organizations, to develop and engage in experiments and

18 demonstration projects for the following purposes:

19 "(A) to determine whether, and if so which,

20 changes in methods of payment or reimbursement (other

21 than those dealt with in section 222 (a) of the Social

22 Security Amendments of 1970) for health care and

23 services under health programs established by the Social

24 Security Act, including a change to methods based on

25 negotiated rates, would have the effect of increasing the
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1 efficiency and economy of health services under such

2 programs through the creation of additional incentives to

3 these ends without adversely affecting the quality of such

4 services:

5 "(B). to determine whether payments to organiza-

6 tioris and institutions which have the capability of pro-

7 viding comprehensive health care services or services

8 other than those for which payment may be made under

9 such programs (and which are incidental to services for

10 which payment may be made under such programs)

11 would, in the judgment of the Secretary, result in more

12 economical provision and more effective utilization of

13 services for which payment may be made under such

14 programs;

15 "(C) to determine whether the rates of payment or

16 reimbursement for health care services, approved by a

17 State for purposes of the administration of one or more

18 of its laws, when utilized to determine the amount to be

19 paid for services furnished in such State under the health

20 programs established by the Social Security Act, would

21 have the effect of reducing the costs of such programs

22 without adversely affecting the quality of such services;

23 "(D) to determine whether payments under such

24 programs based on a single combined rate of reimburse-

25 ment or charge for the teaching activities and patient care
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1 which residents, interns, and supervising physicians ren-

2 der in connection with a graduate medical education pro-

3 gram in a patient facility would result in more equitable

4 and economical patient care arrangements without ad-

5 versely affecting the quality of such care; and

6 "(E) to determine whether utilization review and

7 medical review mechanisms established on an areawide

8 or communitywide basis would have the effect of provid-

ing more effective controls under such programs over

10 excessive utilization of services.

11 For purposes of this subsection, 'health programs established

12 by the Social Security Act'. means the program established

13 by title XVIII of such Act, a program established by a plan

14 of a State approved under title XIX of such Act, and a

15 program esranlished by a plan of a State approved under

16 title V of such Act.

17 "(2) Grants, payments under contracts, and other ex-

18 penditures made for experiments and demonstration projects

19 under paragraph (1) shall be made from the Federal Hos-

20 pital Insurance Trust Fund (established by section 1817

21 of the Social Security Act) and the Federal Supplementary

22 Medical Insurance Trust Fund (established by section 1841

23 of the Social Security Act). Grants and payments under

24 contracts may be made eit.her in advance or by way of reim-

25 bursement, as may be determined by the Secretary, and
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1 shall be made in such installments and on such conditions

2 as the Secretary finds necessary to carry out the purpose of

3 this section. With respect to any such grant, payment, or

4 other expenditure, the amount to be paid from each of such

5 trust funds shall be determined by the Secretary, giving

6 due regard to the purposes of the experiment or project

7 involved."

8 (2) Section 402 (b) of such Amendments is amended—

9 (A) by striking out "experiment" each time it ap-

10 pears and inserting in lieu thereof "experiment or dem-

11 onstration project";

12 (B) by striking out "experiments" and inserting in

13 lieu thereof "experiments and projects";

14 (0) by striking out "reasonable charge" and insert-

15 ing in lieu thereof "reasonable charge, or to reimburse-

16 mont or payment only for such services or items as may

17 be specified in the experiment"; and

18 (D) by inserting before the period at the end thereof

19 the following: "; and no such experiment or project shall

20 be actually placed in operation until a written report.

21 confining a full and complete description thereof has

22 been transmitted to the Committee on Ways and Means

23 of the House of Representatives and 'the Committee on

24 Finance of the Senate".

25 (3) Section 1875 (b) of the Social Security Act is

H.R. 17550 6
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1 amended by striking out "experimentation" and inserting in

2 lieu thereof "experiments and demonstration projects".

3 LIMITATIONS ON COVERAGE OF COSTS UNDER

4 MEDICARE PROGRAM

5 SEC. 223. (a) The first sentence of section 1861 (v) (1)

6 of the Social Security Act is amended by inserting immedi-

7 ately before "determined" where it first appears the fol-

8 lowing: "the cost actually incurred, excluding therefrom ally

9 part of incurred cost found to be unnecessary in the efficient

10 delivery of needed health services, and shall be".

11 (b) The third sentence of section 1861 (v) (1) of such

12 Act is amended by striking out the comma after "services"

13 where it last appears and inserting in lieu thereof the follow-

14 ing: ", may provide for the establishment of limits on the

15 direct or indirect overall incurred costs or incurred costs

16 of specific items or services or groups of items or services

17 to be recognized as reasonable based on estimates of the

18 costs necessary in the efficient delivery of needed health

19 services to individuals covered by the insurance programs

20 established under this title,".

21 (c) The fourth sentence of section 1861 (v) (1) of such

22 Act is amended by inserting after "services" where it first

23 appears the following: "(excluding therefrom any such costs,

24 including standby costs, which are determined in accordance
25 with regulations to be unnecessary in the efficient delivery
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1 of services covered by the insurance programs established

2 under this title) ".

3 (d) The fourth sentence of section 1861 (v) (1) of such

4 Act is further amended by striking out "costs with respect"

5 where they first appea.r and inserting in lieu thereof the fol-

6 lowing: "liecessary costs of efficiently delivering covered

,- • ,,
services

8 (e) Section 1866 (a) (2) (B) of such Act is amended

9 (1) by inserting" (i)" after "(B)", and (2) by adding

10 at the end thereof the following new clause:

U "(ii) Where a provider of services customarily fur-

12 nishes an individual items or services which are more ex-

13 pensive than the items or services determined to be neces-

14 sary in the efficient delivery of needed health services under

15 this title and which have not been requested by such mdi-

16 vidual, such provider may also charge such individual or

17 other person for such more expensive items or services to

18 the extent that the costs of (or, if less, the customary charges

19 for) such more expensive items or services experienced' by

20 such provider in the second fiscal period immediately pre-

21 ceding the fiscal period in which such charges are imposed

22 exceed the cost of such items or services determined to be

23 necessary in the efficient delivery of needed health services,

24 but only if—

25 "(I) the Secretary has provided notice to the
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1 public of any charges being imposed on individuals en-

2 titled to benefits under this title on account of costs in

3 excess of the costs determined to be. necessary in the

4 efficient delivery of needed health services under this

title by particular providers of services in the area in

6 which such items or services are furnished, and

7 "(II) the provider of services has identified such

8 charges to such individual or other person, in such man-

ncr as the Secretary may prescribe, as charges to meet

10 costs in excess of the cost determined to be necessary in

the efficient delivery of needed health services under this

12 title."

13 (f) Section 1861 (v) of such Act (as amended by sec-

14 tion 221 (c) (4) of this Act) is further amended by redesig-

15 nating paragraphs (4) and (5) as paragraphs (5) and (6),

16 respectively, and by inserting after paragraph (3) the follow-

17 ing new paragraph:

18 "(4) If a provider of services furnishes items or services

19 to an individual which are in excess of or more expensive

20 than the items or services determined to be necessary in the

21 efficient delivery of needed health services and charges are

22 imposed for such more expensive items or services under the

23 authority granted in section 1866 (a) (2) (B) (ii), the

24 amount of payment with respect to such items or services

25 otherwise due such provider in any fiscal period shall be re-
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I duced to the extent that such payment plus such charges

2 exceed the cost actually incurred for such items or services in

3 the fiscal period in which such charges are imposed."

4 (g) Section 1866 (a) (2) of such Act is amended by

5 adding at the end thereof the following new subpara-

6 graph:

7 "(D) Where a provider of services customarily fur-

8 thshes items or services which are in excess of or more

9 expensive than the items or services with respect to which

10 payment may be made under this title, such provider,

11 notwithstanding the preceding provisions of this paragraph,

12 may not, under the authority of section 1866 (a) (2) (B)

13 (ii), charge any individual or other person any amount for

14 such itenis or services in excess of the amount of the payment

15 which may otherwise be made for such items or services

16 under this title if the admitting physician has a direct or

17 indirect financial interest in such provider."

18 ('h) The amendments made by this section shall be

19 effective with respect to accounting periods beginning after

20 the date of the enactment of this Act.

21 LIMITS ON PREVAILING CHARGE LEVELS

22 SEc. 224. (a) Section 1842 (b) (3) of the Social Secu-

23 rity Act is amended by adding at the end thereof the following

24 new sentences: "No charge may be determined to be reason-
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1 able under this part for services rendered after June 30,

2 1970, and before July 1, 1971, if it exceeds the higher of

3 (i) the prevailing charge recognized by the carrier for simi-

4 lar services in the same locality in administering this part

5 on June 30, 1970, or (ii) the prevailing charge level that,

6 on the basis of statistical data and methodology acceptable

7 to the Secretary, would cover 75 percent of the customary

8 charges made for similar services in the same locality during

9 the calendar year 1969. With respect to services rendered

10 after June 30, 1971, the charges recognized as prevailing

11 within a locality may be increased in any fiscal year only

12 to the extent found necessary, on the basis of statistical data

13 and methodology acceptable to the Secretary, to cover 75

14 percent of the customary charges made for similar services in

15 the same locality during the last preceding elapsed calendar

16 year but may not be increased (in the aggregate) beyond the

17 levels described in clause (ii) of the preceding sentence ex-

18 cept to the extent that the Secretary finds, on the basis of ap-

19 propriate economic index data, that such adjustments are

20 justified by economic changes. In the case of medical services,

21 supplies, and equipment that, in the judgment of the Sec-

22 retary, do not generally vary significantly in quality from

23 one supplier to another, the charges incurred after June 30,

24 1970, determined to be reasonable may exceed the lowest

25 charge levels at which such services, supplies, and equipment



83

1 are widely available in a locality only to the extent a.nd under

2 the circumstances specified by the Secretary."

3 (b) Section 1903 of such Act is amended •by adding

4 at the end thereof the following new subsection:

5 "(g) Payment under the preceding provisions of this

6 section shall not be made with respect to any amount paid

7 for items or services furnished under the plan after June

8 30, 1970, to the extent that such amount exceeds the charge

9 which would be determined to be reasonable for such items

10 or services under the third, fourth, and fifth sentences of sec-

11 tion 1842 (b (3) ."

12 (c) Section 506 of such Act is amended by adding

13 at the end thereof the following new subsection:

14 "(f) Notwithstanding the preceding provisions of this

15 section, no payment shall be made to any State thereunder

16 with respect to any amount paid for items or services

17 furnished under the plan after June 30, 1970, to the extent

18 that such amount exceeds the charge which would be deter-

19 mined to be reasonable for such items or services under the

20 third, fourth, and fifth sentences of section 1842 (b) (3) ."

21 ESTABLISHMENT OF INCENTIVES FOR STATES TO EMPHA-

22 SIZE OUTPATIENT CARE UNDER MEDICAID PROGRAMS

23 SEc. 225. (a) (1) Section 1903 of the Social Security

24 Act (as amended by section 228 of this Act) is further
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1 amended by inserting after subsection (d) the following new

2 subsection:

3 "(e) The amount determined under subsection (a)

4 (1) for any State shall be adjusted as follows:

5 "(1) With respect to the following services fur-

6 nished under the State plan after January 1, 1971, the

7 Federal medical assistance percentage shall be increased

8 by 25 per centum thereof, except that the Federal mcdi-

9 cal assistance percentage as so increased may not exceed

10 95 per centum:

11 "(A) outpatient hospital services and clinic

12 services (other than physical thera.py services)

13 and

14 "(B) home health care services (other than

15 physical therapy services) ; and

16 "(2) with respect to the following services fur-

17 nished under the State plan after January 1, 1971, the

18 Federal medical assistance percentage shall be decreased

19 as follows:

20 "(A) after an individual has received inpatient

21 hospital services (including services furnished in an

22 institution for tuberculosis) on sixty days (whether

23 or not such days are consecutive) during any fiscal

24 year (which for purposes of this section means the

25 four calendar quarters ending with June 30), the
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I Federal medical assistance percentage with respect

2 to any such services furnished thereafter to such

3 individual in the same fiscal year shall be decreased

4 by 33* per centum thereof;

5 "(B) after an individual has received care as an

6 inpatient in a skilled nursing home on ninety days

7 (whether or not such days are consecutive) during

8 any fIscal year, the Federal medical assistance per-

9 centage with respect to any such care furnished

10 thereafter to such individual in the same fiscal year

11 shall be decreased by 33* per centum thereof; and

12 "(C) after an individual has received inpatient

13 services in a hospital for mental diseases on ninety

14 days occurring after December 31, 1970 (whether

15 or not such days are consecutive), the Federal
16 medical assistance percentage with respect to any

17 such services furnished to such individual on an
18 additional two hundred and seventy-five days

19 (whether or not such days are consecutive) shall be

20 decreased by 33* per centuni thereof and no pay-

21 ment may be made under this title for any such
22 services furnished to such individual on any day
23 after such two hundred and seventy-five days.

In determining the number of days on which an individual
25 has received services described in this subsection, there
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1 shall not be counted any days with respect to which such

2 individual is entitled to have payments made (in whole or

3 in part) on his behalf under section 1812."

4 (2) Section 1903 (a) (1) of such Act is amended by

5 inserting ", subject to subsection (e) of this section" after

6 "section 1905 (b) ".

7 (b) (1) Section 1121 of such Act is amended by adding

8 at the end thereof the following new subsection:

"(f) (1) If the Secretary determines for any calendar

10 quarter beginning after December 31, 1970, with respect to

11 any State that there does not exist a reasonable cost differ-

12 ential between the cost of skilled nursing home services and

13 the cost of intermediate iare facility services in such State,

14 the Secretary may reduce 'the amoun which would otherwise

15 be considered as expenditures for which payment may be

16 made under subsection (c) by an amount which in his judg-

17 melt is a reasonable equivalent of the difference between the

18 amount 'of the expenditures by such State for intermediate

19 care facility services and the amount tha)t would have been

20 expended by such Stale for such services if 'there 'had been a

21 reasonable cost differential between the cost of skilled nursing

22 home services and the cost of intermediate care facility

23 services.

24 "(2) In determining whether any such cost differential

25 in any S)tte is reasonable 'the Secretary shall take into con-

26 sideration the range of such cost differentials in all S'tates.
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1 "(3) For the purposes of this subseOtion, the term 'cost

2 differential' for any State for any quarter means, as deter-

3 mined by the Secretary on the basis of the data for the most

4 recemt calendar quai1ter for wbhh satisfactory data are avail-

5 able, the excess of—

6 "(A) the average amount paid in such State (re-

7 gardless of the source of payment) per inpatient day

8 for skilled nursing home services, over

9 "(B) the average amount paid in such State (re-

10 gardless of the source of payment) per inpatient day

11 for intermediate care facility services."

12 (2) Section 1121 (e) of such Act is amended by adding

13 at the end thereof the following new sentence: "Effective

14 July 1, 1970, the term 'intermediate care facility' shall not

15 include any public institution (or distinct part thereof) for

16 mental diseases or mental defects."

17 PAYMENT FOR SERViCES OF TEACHING PHYSICIANS UNDER

18 MEDICARE PROGRAM

19 Sio. 226. (a) (1) Section 1833 (a) (1) of the Social

20 Security Act is amended by striking out "and" before "(B) ",

21 and by inserting before the semicolon at the end thereof the

22 following: ", and (C) with respect to expenses incurred for

23 services which are furnished to a patient of a hospital by a

physician and for which payment may be made under this

part, the amounts paid shall be equal to 100 percefl f the
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1 reasonable cost, to the hospital or other inetlical service rga-

2 nization incurring such cost, of such services if (i) (I) such

3 services are furnished under circumstances comparable to the

4 circumstances under which similar services are furnished to

5 all persons, or all members of a class of persons, who are

6 patients in such hospital and who are not covered by the

7 insurance program established by this part (and not covered

8 under a State plan approved under title XIX), and (II)

9 none of such persons, or members of such class of persons,

10 are required to pay the reasonable charges for such similar

11 services even when they have private insurance covering

12 such similar services (or are otherwise able to pay reasonable

13 charges for all such similar services as determined in accord-

14 ance with regulations), or (ii) (I) none of the patients

15 such hospital who are covered by such program are

16 required to pay any charges for services furnished by

17 physicians, or (II) they are required to pay reasonable

18 charges for such services but payment of the deductible. and

19 coinsurance applicable to such services is not generally ob-

20 tained from them or on their behalf in addition to the portion

21 of such charges payable as insurance benefits under this part".

22 (2) The first sentence of section 1833 (b) of such Act

23 is amended by striking out "and" before "(2) ", and by in-

24 serting before the period at the end thereof the following:

", and (3) sich total amount shall not include expenses in-
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1 curred for services to which clause (C) of subsection (a) (1)

2 applies."

3 (b) Section 1861 (v) (1) of such Act is amended—

4 (1) by inserting "(A)" after "(1)";

5 (2) by striking out "(A) take" and. "(B) pro-

6 vide" and inserting in lieu thereof "(i) take" and "(ii)

7 provide", respectively.

8 (3) by inserting "(B)" immediately preceding

9 "Such regulations in the case of extended care services";

10 and

11 (4) by adding at the end thereof the following new

12 subparagraph:

13 "(0) Where a hospital has an arrangement with a

14 medical school under which the faculty of such school pro-

15 vides services at such hospital and under which reimburse-

16 ment to such school by such hospital is less than the reason-

17 able cost of such services to the medical school, the reasonable

18 cost of such services to the medical school shall be included

19 in determining the reasonable cost to the hospital of furnish-

20 ing services for which payment may be made under part A,

21 but only if—

22 "(1) payment for such services as furnished under

23 such arrangement would be made under part A to the

24 hospital if such services were furnished by the hospital,

25 and
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1 "(ii) such hospital pays to the medical school the

2 reasonable cost of such services to the medical school."

3 (c) (1) The amendments made by subsection (a) shall

4 apply with respect to bills submitted and requests for pay-

5 ment made after the date of the enactment of this Act.

6 (2) The amendments made by subsection (b) shall be

7 effective with respect to accounting periods beginning after

8 the date of the enactment of this Act.

9 AUTHORITY OF S1ORETARY TO TERMINATE pAYM:ENTS

10 TO SUPPLIERS OF SERVICES

11 SEC. 227. (a) Section 1862 of the Social Security Act

12 (as amended by section 201 of this Act) is further amended

13 by adding at the end thereof the following new subsection:

14 "(d) (1) No payment may be made under this title

15 with respect to any item or services furnished to an individ-

16 ual by a person where the Secretary determines under this

17 subsection that such person—

18 "(A) has made, or caused to be made, any false

19 statement or representation of a material fact for use in

20 an application for payment under this title or for use in

21 determining the right to a payment under this title;

22 "(B) has submitted, or caused to be submitted, bills

23 or requests for payment under this title containing

24 charges (or in applicable cases requests for payment of

25 costs to such person.) for services rendered which the
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1 Secretary finds, with the concurrence of the appropriate

2 program review team appointed pursuant to paragraph

3 (4), to be substantially in excess of such person's cus-

4 tomary charges (or in applicable cases substantially in

5 excess of such person's costs) for such services, unless

6 the Secretary finds there is good cause for such bills or

7 requests containing such charges (or in applicable cases,

8 such costs) ; or

9 "(C) has furnished services or supplies which are

10 determined by the Secretary, with the concurrence

11 of the members of the appropriate program review team

12 appointed pursuant to paragraph (4) who are physi-

13 cians or other professional personnel in the health care

14 field, to be substantially in excess of the needs of mdi-

15 viduals or to be harmful to individuals or to be of a

16 grossly inferior quality.

17 "(2) A determination made by the Secretary under

18 this subsection shall be effective at such time and upon such

19 reasonable notice to the public and to the person furnishing

20 the services involved as may be specified in regulations. Such

21 determination shall be effective with respect to services fur-

22 nished to an individual on or after the effective date of such

23 determination (except that in the case of inpatient hospital

24 services, posthospital extended care services, and home

25 health services such determination shall be effective in the
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1 manner provided in section 1866 (b) (3) and (4) with

2 respect to terminations of agreements), and shall remain in

3 effect until the Secretary finds and gives reasonable notice

4 to the public that the basis for such determination has been

5 removed and that there is reasonable assurance that it will

6 not recur.

7 "(3) Any person furnishing services described in para-

8 graph (1) who is dissatisfied with a determination made by

9 the Secretary under this subsection shall be entitled to rca-

10 sonable notice and opportunity for a hearing thereon by

U the Secretary to the same extent as is provided in section

12 205 (b), and to judicial review of the Secretary's final deci-

13 sion after such hearing as is provided in section 205 (g).

14 "(4) For the purposes of paragraph (1) (B) and (C)

15 of this subsection, and clause (F) of section 1866 (b) (2),

16 the Secretary shall, after consultation with appropriate State

17 and local professional societies, the appropriate carriers and

18 intermediaries utilized in the administration of this title, and

19 consumer representatives familiar with the health needs of

20 residents of the State, appoint one or more program review

21 teams (composed of physicians, other professional personnel

22 in the health care field, and consumer representatives) in

23 each State which shall, among other things—

24 "(A) undertake to review such statistical data on

25 program utilization as may be submitted by the

26 Secretary,
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1 "(B) submit to the Secretary periodically, as may

2 be prescribed in regulations, a report on the results of

3 such review, together with recommendations with respect

4 thereto,

5 "(C) undertake to review particular cases where

6 there is a likelihood that the person or persons furnishing

7 services and supplies to individuals may come within the

8 provisions of paragraph (1) (B) and (0) of this sub-

9 section or clause (F) of section 1866 (b) (2), and

10 "(D) submit to the Secretary periodically, as may

11 be prescribed in regulations, a report of eases reviewed

12 pursuant to subparagraph (0) along with an analysis of,

13 and recommendations with respect to, such cases."

14 (b) Section 1866 (b) (2) of 'such Act is amended by

15 striking out the period at the end thereof and inserting in

16 lieu thereof the following: ", or (D) that such provider

17 has made, or caused to be made, any false statement or rep-

18 resentation of a material fact for use in an application for

19 payment under this title or for use in determining the right

20 to a payment under this title, or (E) that such provider

21 has submitted, or caused to be submitted, requests for pay-

22 ment under this title of amounts for rendering services sub-

23 stantially in excess of the costs incurred by such provider

24 for rendering such services, or (F) that such provider has

25 furnished services or supplies which are determined by the

H.R. 17550 7
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1 Secretary, with the concurrence of the members of the

2 appropriate program review team appointed pursuant to

3 section 1862 (d) (4) who are physicians or other profes-

4 sional personnel in the health care field, to be substantially

5 in excess of the needs of individuals or to be harmful to

6 individuals or to be of a grossly inferior quality."

7 (c) Section 1903 (g) of such Act (as added by section

8 224 (b) of this Act) is further amended by striking out "shall

9 not be made" and all that follows and inserting in lieu thereof

10 the following: "shall not be made—

11 "(1) with resp cot te any amount paid for items or

12 services furnished under the plan after June 30, 1970, to

13 the extent that such amount exceeds the charge which

14 would be determined to be reasonable for such items or

15 services under the third, fourth, and fifth sentences of

16 section 1842 (b) (3) ; or

17 "(2) with respect to any amount paid for services

18 furnished under the plan alter June 30, 1970, by a pro-

19 vider or other person during any period of time, if pay-

20 ment may not be made under title XVIII with respect

21 to services furnished by such provider or person during

22 such period of time solely by reason of a determination

23 by the Secretary under section 1862 (d) (1) or under

24 clause (B), (E), or (F) of section 1866 (b) (2) ."

25 (d) Section 506 (f) of such Act (as added by section
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1 224 (cj) of this Act) is further amended by striking out "no

2 payment shall be made" and all that follows and inserting in

3 lieu thereof the following: "no payment shall be made to

4 any State thereunder—

5 "(1) with respect to any amount paid for items

6 or services furnished under the plan after June 30, 1970,

7 to the extent that such amount exceeds the charge which

8 would be determined to be reasonable for such items or

9 services under the third, fourth, and fifth sentences of

10 section 1842 (b) (3) ; or

11 "(2) with respect to any amount paid for services

12 furnished under the plan after June 30, 1970, by a

13 provider or other person during any period of time, if

14 payment may not be made under title XVIII with

15 respect to services furnished by such provider or person

16 during such period of time solely by reason of a determi-

17 nation by the Secretary unaer section 1862 (d) (1) or

18 under clause (D), (E), or (IF) of section 1866 (b)

19 (2)."

ELIMINATION 013' REQUIREMENT THAT STATES MOVE

21 WD COMPREHENSIVE MEDICAJD PROGRAMS

22 SEc. 228. Section 1903 (e) of the Social Security Act,

and section 2 (b) of Public Law 91—56 (approved August
24 , 1969), are repealed.
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I DETERMINATION OF REASONABLE COST OF INPATIENT

2 HOSPITAL SERVICES UNDER MEDICAID AND MATERNAL

3 AND CHILD KEALTH PROGRAMS

4 SEC. 229. (a) Section 1902 (a) (13) (D) of the Social

5 Security Act is amended to read as follows:

6 "(D) for payment of the reasonable cost of in-

7 patient hospital services provided under the plan, as

8 determined in accordance with methods and stand-

9 ards which shall be developed by the State and in-

10 cluded in the plan and shall not result in any part

11 of the cost of any such services provided to mdi-

12 viduals covered by the plan being borne by mdi-

13 viduals not so covered or in any part of the cost

14 of any such services provided to individuals not so

15 covered being borne by the plan, except that the

16 reasonable cost of any such services as determined

17 undei such methods and standards shall not exceed

18 the amount which would be determined under
19 section 1861 (v) as the reasonable cost of such
20 services for purposes of title XVIII;".

21 (b) Section 505 (a) (6) of such Act is amended to read
22 as follows:

23 "(6) provides for payment of the reasonable cost of

24 inpatient hospital services provided under the plan, as

25 determined in accordance with methods and standards
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1 which shall be developed by the State and included in the

2. plan and shall not result in any part of the cost of any

3 such services provided to individuals covered by the plan

4 being borne by individuals not so covered or in any part

5 of the costs of any such services provided to individuals

6 not so covered being borne by the plan, except that the

7 reasonable cost of any such services as determined under

8 such methods and standards shall not exceed the amount

9 which would be determined under section 1861 (v) as

10 the reasonable cost of such services for purposes of title

11 XVIII;".

12 (c) The amendments made by this section shall be

13 effective July 1, 1971 (or earlier if the State plan so pro-

14 vides).

15 AMOUNT OF PAYMENTS WUERE CUSTOMARY CIAROES FOR

16 SERVICES FURNISHED ARE LESS THAN REASONABLE

17 COST

18 SEC. 230. (a) Section 1814 (b) of the Social Security

19 Act is amended to read as follows:

20 "Amount Paid to Providers

21 "(b) The amount paid to any provider of services with

22 respect to services for which payment may be made under

23 this part shall, subject to the provisions of section 1813,

24 be—
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1 "(1) the lesser of (A) the reasonable cost of such

2 services, as determined under section 1861 (v), or (B)

3 the customary charges with respect to such services; or

4 "(2) if such services are furnished by a public

5 provider of services free of charge or at nominal charges

6 to the public, the amount determined on the basis of

7 those items (specified in regulations prescribed by the

8 Secretary) included in the determination of such reason-

9 able cost which the Secretary finds will provide fair corn-

10 pensation to such provider for such services."

11 (b) Section 1833 (a) (2) of such Act is amended to

12 read as follows:

13 "(2) in the case of services described in sectiOn

14 1832 (a) (2) —80 percent of—

15 "(A) the lesser of (i) the reasonable cost of

16 such services, as determined under section 1861 (v),

17 or (ii) the customary charges with respect to such

18 services; or

19 "(B) if such services are furnished by a public

20 provider of services free of charge or at nominal

21 charges to the public, the amount determined in

22 accordance with section 1814 (b) (2) ."

23 (c) Section 1903 (g) of such Act (as added by section

24 224 (b) and amended by section 227 (c) of this Act) is fur-

25 ther amended by striking out the period at the end of para-
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1 graph (2) and inserting in lieu thereof "; or", and by

2 adding after paragraph (2) the following new paragraph:

3 "(3) with respect to any amount expended for in-

4 patient hospital services furnished under the plan to the

5 extent that such amount exceeds the hospital's customary

6 charges with respect to such services or (if such services

7 are furnished under the plan by a public institution free

8 of charge or at nominal charges to the public) exceeds

9 an amount determined on the basis of those items (speci-

10 fled in regulations prescribed by the Secretary) included

ii in the determination of such payment which the 5cc-

12 retary finds will provide fair compensation to such insti-

13 tution for such services."

14 (d) Section 506 (f) of such Act (as added by section

15 224 (c) and amended by section 227 (d) of this Act) is

16 further amended by striking out the period at the end of para-

17 graph (2) and inserting in lieu thereof "; or", and by

18 adding alter paragraph (2) the following new paragraph:

19 "(3) with respect to any amount expended for in-

20 patient hospital services furnished under the plan to the

21 extent that such amount exceeds the hospital's customary

22 charges with respect to such services or (if such services

23 are furnished under the plan by a public institution free

24 of charge or at nominal charges to the public) exceeds

25 an amount determined on the basis of those items (speci-
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1 fled in regulations prescribed by the Secretary) in-

2 cluded in the determination of such payment which the

3 Secretary finds will provide fair compensation to such

4 institution for such services."

5 (e) Clause (2) of the second sentence of section 509 (a)

6 of such Act (as amended by section 221 (c) (3) of this Act)

7 is further amended by inserting "(A)" before "the reason-

8 able cost", and by inserting after "under the project," the fol-

9 lowing: "or (B) if less, the customary charges with respect

10 to such services provided under the project, or (0) if such

services are furnished under the project by a public institu-

12 tion free of charge or at nominal charges to the public, an

13 amount determined on the basis of those items (specified in

14 regulations prescribed by the Secretary) included in the
15 determination of such reasonable cost which the Secretary

16 finds will provide fair compensation to such institution for

17 such services".

18 (.f) The amendments made by subsections (a) and (b)
19 shall apply to services furnished by hospitals and extended

20 care facilities in accounting periods beginning after June 30,

21 1970, and to services furnished by home health agencies in
22 accounting periods beginning after June 30, 1970. The
23 amendments made by subsections (c), (d), and (e) shall

24 apply with respect to services furnished, in calendar quarters
25 beginning after June 30, 1970.
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1 INSTITUTIONAL PLANNING UNDER MEDICARE PROGRAM

2 SEC. 231. (a) The first sentence of section 1861 (e) of

3 the Social Security Act is amended—

4 (1) by striking out "and" at the end of paragraph

5 (7);

6 (2) by redesignating paragraph (8) as paragraph

7 (9);and

8 (3) by inserting after paragraph (7) the following

new paragraph:

10 "(8) has in effect an overall plan and budget that

11 meets the requirements of subsection (z) ; and".

12 (b) Section 1861 (f) (2) of such Act is amended to

13 read as follows:

14 "(2) satisfies the requirements of paragraphs (3)

15 through (9) of subsection (e) ;".

16 (c) Section 1861 (g) (2) of such Act is amended to

17 read as follows:

18 "(2) satisfies the requirements of paragraphs (3)

19 through (9) of subsection (e) ;".

20 (d) The first sentence of section 1861 (j) of such Act

21 is amended—

22 (1) by striking out "and" at the end of paragraph

23 (9);

24 (2) by redésignating paragraph (10) as paragraph

25 (11) and
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1 (3) by inserting after paragraph (9) the following

2 new paragraph:

3 "(10) has in effect an overall plan and budget

4 that meets the requirements of subsection (z) ; and".

5 (e) Section 1861 (o) of such Act is amended—

6 (1) by striking out "and" at the end of paragraph

7 (4);

8 (2) by redesignating paragraph (5) as paragraph

9 (6);and

10 (3) by inserting after paragraph (4) the following

11 new paragraph:

12 "(5) has in effect an overall plan and budget that

13 meets the requirements of subsection (z) ; and".

14 (f) Section 1861 of such Act is further amended by

15 adding at the end thereof the following new subsection:

16 "Institutional Planning

17 "(z) An overall plan and budget of a hospital, extended

18 care facffity, or home health agency shall be considered suffi-

19 cient if itt—

20 "(1) provides for an annual operating budget

21 which includes all anticipated income and expenses re-

22 lated to items which would, under generally accepted ac-

23 counting principles, be considered income and expense

24 items;

25 "(2) provides for a capital expenditures plan for at
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1 least a 3-year period (including the year to which the

2 operating budget described in subparagraph (1) is ap-

3 plicable) which includes and identifies in detail the an-

4 ticipated sources of financing for, and the objectives of,

5 eath anticipated expenditure in excess of $100,000 re-

6 lated to the acquisition of land, the improvement of land,

7 buildings, and equipment, and the replacement, modern-

8 ization, and expansion of buildings and equipment which

9 would, under generally accepted accounting principles,

10 be considered capital items;

11 "(3) provides for review and updating at least

12 annually; and

13 "(4) is prepared, under the direction of the gov-

14 erning body of the institution or agency, by a committee

15 consisting of representatives of the governing body, the

16 administrative staff, and the medical staff (if any) of

17 the institution or agency."

18 (g) (1) Section 1814(a) (2) (0) and section 1814

19 (a) (2) (D) of such Act are each amended by striking out

20 "and (8) " and inserting in lieu thereof "and (9) ".

21 (2) Section 1863 of such Act is amended by striking

22 out "subsections (e) (8), (f) (4), (g) (4), (j)1O), and

23 (o) (5)" and inserting in lieu thereof "subsections (e) (9),

24 (f) (4), (g) (4), (j) (11), and (0) (6)".

25 (h) Section 1865 of such Act is amended—
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1 (1) by striking out "(except paragraph (6)

2 thereof)" in the first sentence and inserting in lieu

3 thereof "(except paragraphs (6) and (8) thereof) ",

4 and

5 (2) by striking out the second sentence a.nd insert-

6 ing in lieu thereof the following: "If such Commission,

7 as a condition for accreditation of a hospital, (1) re-

8 quires a utilization review plan as defined in section

9 1861 (k) or imposes another requirement which serves

10 substantially the same purpose, or (2) requires insti-

11 tutional plans as defined in section 1861 (z) or imposes

12 another requirement which serves substantially the

13 same purpose, the Secretary is authorized to find that

14 all institutions so accredited by the Commission comply

15 also with section 1861 (e) (6) or 1861 (e) (8), as the
16 case may be."

17 (i) The amendments made by this section shall apply
18 with respect to any provider of services for fiscal years (of
19 such provider) beginning after the fifth month following
20 the month in which this Act is enacted.
21 PAYMENTS TO STATES UNDER MEDICAID PROGRAMS FOR

22
INSTALLATION AND OPERATION OF CLAIMS PROO-

23
ESSG AND INFORMATION RETRIEVAL SYSTEMS

24 SEC. 232. (a) Section 1903 (a) of the Social Security
2 Act is amended by redesignating paragraph (3) as para-
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1 graph (4), and by inserting after paragraph (2) the

2 following new paragraph:

3 "(3) an amount equal to—

4 "(A) 90 per centum of so much of the sums

5 expended during such quarter as are attributable

6 to the design, development, or installation of such

7 mechanized claims processing and information re-

8 trieval systems as the Secretary determines are

9 likely to provide more efficient, economical, and

10 effective administration of the plan and to be corn-

11 patible with the claims processing and information

12 retrieval systems utilized in the administration of

13 title XVIII, including the State's share of the cost

14 of installing such a system to be used jointly in the

15 administration of such States plan and the plan of

16 any other State approved under this title, and

17 "(B) 75 per centum of so much of the sums

18 expended during such quarter as are attributable to

19 the operation of systems of the type described in

20 subparagraph (A) (whether or not designed, de-

21 veloped, or installed with assistance under such sub-

22 paragraph) which are approved by the Secretary

23 and which include provision for prompt written

24 notice to each individual who is furnished services

25 covered by the plan of the specific services so coy-
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1 ered, the name of the person or persons furnishing

2 the services, the date or dates on which the services

3 were furnished, and the amount of the payment or

4 payments made under the plan on account of the

5 services; plus".

6 (b) The amendments made by subsection (a) shall

7 apply with respect to expenditures under State plans ap-

8 proved under title XIX of the Social Security Act made

9 after June 30, 1970.

10 ADVANCE APPROVAL OF EXTENDED CARD AND HOME

11 H1ATTH COVERAGE UNDER M.EDIOARE PBOGRAM

12 SEC. 233. (a) Section 1862 of the Social Security Act

13 (as amended by sections 201 and 227 (a) of this Act) is

14 further amended by adding at the end thereof the following

15 new subsection:

16 "(e) (1) In any case where post-hospital extended care

17 services or post-hospital home health services are furnished

18 to an individual and—

19 "(A) a physician provides the certification referred

20 to in subparagraph (C) or (D) of section 1814 (a)

21 (2), as the case may be, and the condition of the mdi-

22 vidual with respect to which such certification is made is

a condition designated in regulations,

"(B) such physician (in the case of such extended

25 care services) submitted to the extended care facility
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1 which is o provide such services, prior to the admission

2 of such individual to such facility, a plan for the furnish-

3 ing of such services, or (in the case of such home health

4 services) submitted to the home health agency which

5 is to furnish such services, prior to the first visit to such

6 individual, a plan specifying the type and frequency of

7 the services required, and

8 "(C) there is compliance with such other require-

9 ments and procedures as may be specified in regulations,

10 the provisions of paragraphs (1) and (9) of subsection (a)

11 shall not apply (except as may be provided in section 1814

12 (a) (7)) for such periods of time, with respect to such

13 conditions of the individual, as may be prescribed in regu-

14 lations.

15 "(2) In specifying the conditions included under para-

16 graph (1) and the periods for which paragraphs (1) and

17 (9) of subsection (a) shall not apply, the Secretary shall

18 take into account the medical severity of such conditions,

19 the period over which such conditions generally require the

20 services specified in subparagraphs (C) and (B) of section

21 1814 (a) (2), the length of stay in an institution generally

22 needed for the treatment of such conditions, and such other

23 factors affecting the type of care to be provided as the

24 Secretary deems pertinent.

25 "(3) If the Secretary determines with respect to a
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1 physician that such physician is submitting with some fre-

2 quency (A) erroneous certifications that individuals have

3 conditions designated in regulations as provided in this sub-

4 section or (B) plans for providing services which are

5 inappropriate, the provisions of paragraph (1) shall not

6 apply, after the effective date of such determination, in any

7 case in which such physician submits a certification or plan

8 referred to in subparagraph (A) or (B) of such paragraph."

9 (b) The amendments made by this section shall be

10 effective with respect to admissions to extended care facili-

11 ties, and home health plans initiated, on or after January

12 1, 1971.

13 PROHIBITION AGkTNST REASSIGNMENT OF CLAIMS TO

14 BENEFITS

15 SEC. 234. (a) Section 1842 (b) of the Social Security

16 Act is amended by adding at the end thereof the following

17 new paragraph:

18 "(5) No payment under this part for a service provided

19 to any individual shall (except as provided in section 1870)

20 be made to anyone other than such individual or (pursuant
21 to an assignment described in subparagraph (B) (ii) of

22 paragraph (3)) the physician or other person who provided
23 the service, except that payment may be made (A) to the
24 employer of such physician or other person if such physician
25 or other person is required as a condition of his employment
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1 to turn over his fee for such service to his employer, or (B)

2 (where the service was provided in a hospital, clinic, or

3 other facility) to the facility in which the service was pro-

4 vided if there is a contractual arrangement between such

5 physician or other person and such facility under which such

6 facility submits the bill for such service."

7 (b) Section 1902 (a) of such Act is amended—

8 (1) by striking out "and" at the end of paragraph

9 (29);

10 (2) by striking out the period at the end of para-

11 graph (30) and inserting in lieu thereof "; and"; and

12 (3) by inserting after paragraph (30) the follow-

13 ing new paragraph:

14 "(31) provide that no payment under the plan for

15 any care or service provided to an individual by a phy-

16 sician, dentist, or other individual . practitioner shall be

17 made to anyone other than such 'individual or such phy-

18 sician, dentist, or practitioner, except that, payment may

19 be made (A) to the employer of such physician, dentist,

20 or practitioner if such physician, deritist, or pratitioner is

21 required as a condition of his employment to turn over

22 his fee for such care or service to his employer, or (B)

23 (where the care or service was provided in a hospital,

24 clinic, or other facility) to the facility in which the care

25 or service was provided if there is a contractual arrange-

H.R. 17550 8
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1 ment btween such physician, 4lentist, or practitioner and

2 such facility under which such facility submits the bill

3 for such care or service."

4 (c) The amendment made by subsection (a) shall ap-

5 ply with respect to bills submitted and requests for payments

6 made after the date of the enactment of this Act. The

7 amendments made by subsection (b) shall be effective

8 July 1, 1971 (or earlier if the State plan so provides).

9 UTILIZATION REVIEW REQUIREMENTS FOR HOSPITALS AND

10 SKILLED NURSING HOMES UNDER MEDICAID AND MA-

11 TERNLL AND CHILD HEALTH PROGRAMS

12 Sic. 235. (a) (1) Section 1903 (g) of the Social Se-

13 curity Act (as added by section 224 (b) and amended by

14 sections 227 (c) and 230 (c) of this Act) is further amended

15 by striking out the period at the end of paragraph (3) and

16 inserting in lieu thereof "; or", and by adding after para-

17 graph (3) the following new paragraph:

18 "(4) with respect to any amount expended for care

19 or services furnished under the plan by a hospital or

20 skilled nursing home unless such hospital or skified nurs-

21 ing home has in effect a utilization review plan which

meets the requirements imposed by section 1861 (k) for

23 purposes of title XVIII; and if such hospital or skilled

nursing home has in effect such a utilization review plan

25 for purposes of title XVIII, such plan shall serve as the
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1 plan required by this subsection (with the same stand-

2 ards and procedures and the same review committee or

3 group) as a condition of payment under this title."

4 (2) Section 1902 (a) (30) of such Act is amended by

5 inserting "(including but not limited to utilization review

6 plans as provided for in section 1903 (g) (4) )" after "plan"

7 where it first appears.

8 (b) Section 506 (f) of such Act (as added by section

9 224 (c) and amended by sections 227 (d) and 230 (d) of

10 this .Act) is further amended by striking out the period at

11 the end of paragraph (3) and inserting in lieu thereof "; or",

12 and by adding after paragraph (3) the following new para-

13 graph:

14 "(4) with respect to any amount expended for

15 services furnished under the plan by a hospital unless

16 such hospital has in effect a utiliation review plan which

17 meets the requirement imposed by section 1861 (k) for

18 purposes of title XVIII; and if such hospital has in

19 effect such a utilization review plan for purposes of title

20 XVIII, such plan shall serve as the plan required by

21 this subsection (with the same standards and procedures

22 and the same review committee or group) as a comlition

23 of payment under this title."

24 (c) (1) The amendments made by subsections (a) (1)
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1 and (b) shall apply with respect to services furnished in

2 calendar quarters beginning after June 30, 1971.

3 (2) The amendment made by subsection (a) (2) shall

4 be effective July 1, 1971.

5 ELIMINATION OF REQUIREMENT THAT COST-SHARING

6 CHARGES IMPOSED ON INDIVIDUALS OTHER THAN

7 CASH RECIPIENTS UNDER MEDICAID BE RELATED TO

8 THEIR INCOME

9 SEC. 236. (a) Section 1902 (a) (14) of the Social

10 Security Act is amended to read as follows:

11 "(14) provide that in the case of individuals re-

12 ceiving aid or assistance under State plans approved

13 under titles I, X, XIV, and XVI, and part A of title

14 IV, no deduction, cost sharing, or similar charge will

15 be imposed under the plan on the individual with respect

16 to services furnished him under the plan;".

17 (b) The amendment made by subsection (a.) shall be

18 effective January 1, 1971 (or earlier if the State plan so

19 provides).

20 NOTIFICATION OF UNNECESSARY ADMISSION TO A HOSPIPAL

21 OR EXTENDED CARE FACILITY UNDER MEDICARE

22 PROGRAM

23 SEC. 237. (a) Section 1814 (a) (7) of the Social

24 Security Act is amended by striking out "as described in sec-

25 tion 1861 (k) (4)" and inserting in lieu thereof "as described

26 in section 1861 (k) (4), including any finding made in the
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1 course of a sample or other review of admissions to the

2 institution".

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

4 with respect to services furnished after the second month fol-

5 lowing the month in which this Act is enacted.

6 USE OF STATE HEALTH AGENCY TO PERFORM CERTAIN

7 FUNCTIONS UNDER MEDICAID AND MATERNAL AND

8 CHILD HEALTH PROGRAMS

9 SEC. 238. (a) Seotion 1902 (a) (9) of the Social Secu-

10 rity Act is amen4ed to read as follows:

11 "(9) provide—

12 "(.A) that the State health agency shall be

13 responsible for establishing and maintaining health

14 standards for private or public institutions in which

15 recipients of medical assistance under the plan may

16 receive care or services, and

17 "(B) for the establishment or designation of a

18 State authority or authorities which shall be respon-

19 sible for establishing and maintaining standards.

20 other thaii those relating to health, for such in-

21 stitutions;".

22 (b) Section 1902 (a) of such Act (as amended by

23 section 234 (b) of this Act) is further amended—

24 (1) by striking out "and" at the end of paragraph

25 (30);
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I (2) by striking out the period at the end of para-

2 graph (31) and inserting in lieu thereof "; and"; and

3 (3) by inserting after paragraph (31) the follow-

4 ing new paragraph:

5 "(32) provide—

"(A) that the State health agency shall be

7 responsible for establishing a plan, consistent with

8 regulations prescribed by the Secretary, for the

9 review by appropriate professional health person-

10 nel of the appropriateness and quality of care and

ii services furnished to recipients of medical assistance

12 under the plan in order to provide guidance with

13 respect thereto in the administration of the plan to

14 the State. agency established or designated pursuant

15 to paragraph (5) and, where applicable, to the

16 State agency described in the last sentence of this

17 subsection; and

18 "(B) that the State health agency, or, if the

19 services of another State or local agency are being

20 utilized by the Secretary for the purpose specified

21 in the first sentence of section 1864 (a), such other

22 agency, will perform for the State agency adminis-

23 tering or supervising the administration of the plan

24 approved under this title the function of determining

25 whether institutions and agencies meet the require-
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1 ments for participation in the program under such

2 plan."

3 (c) Section 505 (a) of such Act is amended—

4 (1) by striking out "and" at the end of paragraph

5 (13);

6 (2) by striking out the period at the end of para-

7 graph (14) and inserting in lieu thereof "; and"; and

8 (3) by addingfter paragraph (14) the following

9 new paragraph:

10 "(15) provides—

11 "(A) that the State health agency shall be

12 responsible for establishing a plan, consistent with

13 regulations prescribed by the Secretary, for the re-

14 view by appropriate professional health personnel of

15 the appropriateness and quality of care and services

furnished to recipients of services under the plan

17 and, where applicable, for providing guidance with

18 respect thereto to the other State agency referred

19 to in paragraph (2) ; and

20 "(B) that the State health agency, or, if the

21 services of another State or local agency are being

22 utilized by the Secretary for the purpose specified in

23 the first sentence of secthn 1884 (a), such other
24 agency, will perform the function of determining
25 whether institutions arid agencies meet the require-
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1 melts for participation in the program under the

2 plan under this title."

3 (d) The amendments made by this seetioli shall be effec—

4 tiveJulyl,1971.

5 PAYMENTS TO It EA1T1 I MAINTENANCE ORGANIZATTONS

6 SEC. 239. (a) Title XVIII of the Social Security Act

7 is amended by adding after section 1875 the following new

8 section:

9 "PAYMENTS TO I{EALTII MAINTENANCE ORGANIZATIONS

10 "SEC. 1876. (a) (1) In lieu of amounts which would

ii otherwise be payable pursuant to sections 1814 (b) and 1833

12 (a), the Secretary is authorized to determine, by actuarial

13 methods, as provided in this section, with respect to any

14 health maintenance organization, a combined part A and

15 part B, prospective, per capita rate of payment for services

16 provided for enrollees in such organization who are en-

17 titled to hospital insurance benefits under part A and enrolled

18 for medical insurance benefits under part B.

19 "(2) Such rate of payment shall be determined animally

20 in accordance with regulations, taking into account the

21 health mnaintna.nice organization's premiums with respect to

22 its other enrollees (with appropriate actuarial adjustments

23 to reflect the difference in utilization between its members

24 whO are under age 65 arid its members who are age 65 and

25 over) and such other pertinent factors as the Secretary may
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1 prescribe in regulations, and shall be designed to provide

2 payment at a level not to exceed 95 per centum of the

3 amount that the Secretary estimates (with appropriate adjust-

4 ments to assure actuarial equivalence) would be payable

5 for services covered under this title if such services were to

6 be furnished by other than health maintenance organizations.

7 "(3) The payments to health maintenance organiza-

8 tirnis under this subparagraph shall he made from the Fed-

9 eral Hospital Insurance Trust Fund and the Federal Sup-

10 plementary Medical Insurance Trust Fund. The portion of

11 such paynient to such an organization for a month to be paid

12 by the latter trust fund shall be equal to 200 percent of the

13 product of (A) the number of covered enrollees of such

14 organization for such month, and (B) the monthly premium

15 rate for supplementary medical insurance for such month

16 as has been determined and promulgated under section 1839

17 (b) (2). The remainder of such payment shall be paid by

18 the former trust fund.

19 "(b) The term 'health niaintenance organization' means

20 a public or private organization which—

21 "(1) provides, either directly or through arrange-

22 ments with others, health services to enrollees on a per

23 capita prepayment basis;

24 "(2) provides with respect to enrollees to whom

25 this section applies (through institutions, entities, and
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1 persons meeting the applicable requirements of section

2 1861) all of the services and benefits covered under

3 parts A and B of this title;

4 "(3) provides physicians' services directly through

5 physicians who are either employees or partners of such

6 organization or ander an arrangement with an organized

7 group or groups of physicians which is or are reimbursed

8 for services on the basis of an aggregate fixed sum or on

9 a per capita basis;

10 "(4) demonstrates to the satisfaction of the Secre-

11 tary proof of financial responsibility and proof of capa-

12 bility to provide comprehensive health care services,

13 including institutional services, efficiently, effectively,

14 and economically;

15 "(5) has enrolled members at least half of whom

16 consist of individuals under age 65;

17 "(6) has arraligemetits for assuring 'that the health

18 services required by its members are received promptly

19 and appropiiately and that the services that are received

20 measure up to quality standards which it establishes in

21 accordance with regulations; and

22 "(7) has an open enrollment period at, least once

23 every two years, under which it accepts eligible persons

24 (as defined tinder suhsectj(yn (d) ) without under-

25 writing restrictions and on a first-come first-accepted
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1 basis up to the limit of its capacity (unless to do so

2 would result in failure to meet the requirement of

3 paragraph (5)).

4 "(c) The benefits provided to an individual under this

5 section shall consist of—

6 "(1) entitlement to have payment made on his

7 behalf for all 'services described in section 1812 and see-

8 tion 1832 which are furnished to him by the health

9 maintenance organization with which he is enrolled pur-

10 suant to subsection (e) of this section; and

11 "(2) entitlement to have payment made by such

12 health maintenance organization to him or on his behalf

13 for such emergency services (as defined in regulations)

14 as may be furnished to him by a physician, supplier, or

15 provider of services, other than the health maintenance

16 organization with which he is enrolled.

17 "(d) Subject to the provisions of subsection (e), every

18 individual who is entitled to hospital insurance benefits under

19 part A and is enrolled for medical insurance benefits under

20 part B shall be eligible to enroll with a health maintenance

21 organization (as defined in subsection (b)) which serves the

22 geographic area in which such individual resides.

23 "(e) An individual may enroll with a health mainte-

24 nance organization under this section, and may terminate

25 such enrollment, as may be prescribed by regulations.



120

1 "(f) Any individual enrolled with a health maintenance

2 organization under this section who is dissatisfied by reason

of his failure to receive without additional cost to him any

4 health service to which he believes he is entitled shall, if

5 the amount in controversy is $100 or more, be entitled to a

6 hearing before the Secretary to the same extent as is pro-

7 vided in section 205 (b) and in any such hearing the Secre-

8 tary shall make such health maintenance organization a party

9 thereto. If the amount in controversy is $1,000 or more, such

10 individual or 'health maintenance organization shall be en-

11 titled to judicial review of the Secretary's final decision after

12 such hearing as is provided in section 205 (g).

13 "(g) (1) If the health maintenance organization pro-

14 vides its enrollees under this section only the services de-

15 scribed in subsection (c), its premium rate for such enrollees

16 shall not exceed the actuarial value of the cost-sharing pro-

17 visions applicable under part A and part B.

18 "(2) If the health maintenance organization provides

19 its enrollees under this section with additional services over

20 thoe described in subsection (c), it shall furnish such en-

21 rollees with information as to the division of its prenlium rate

22 between the portion applicable to such additional services and

23 the portion applicable to the services described in subsection

2 (C), subject to the limitation that the latter portion may not

25 exceed the actuarial value of the cost-sharing provisions ap-

26 plicable under part A and part B."
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1 (b) Section 1866 of such Act is amended by adding

2 at the end thereof the following new subsection:

3 "(f) For purposes of this section, the term 'provider

4 of services' shall include a health maintenance organization

5 if such organization meets the requirements of section 1876."

6 (c) Notwithstanding the provisions of section 1833 of

7 the Social Security Act, any health maintenance organization

8 which has entered into an agreement with the Secretary

9 pursuant to section 1866 of such Act shall, for the duration

10 of such agreement, be entitled to reimbursement only as

11 provided in section 1876 of such Act.

12 (d) The effective date of any agreement with any health

13 maintenance organization pursuant to section 1866 of such

14 Act shall be specified in such agreement pursuant to regula-

15 tions.

16 (e) (1) Section 1814 (a) of such Act is amended by

17 striking out "Except as provided in subsection (d) ," and

18 inserting in lieu thereof the following: "Except as provided

19 in subsection (d) or in section 1876,".

20 (2) Section 1833 (a) of such Act is amended by striking

21 out "Subject to" and inserting in lieu thereof the following:

22 "Except as provided in section 1876, and subject to".

23 (3) Section 1866 (h) (2) of such Act is amended by

24 inserting after "1861" in clause (B) the following: "(or of

25 section 1876 in the case of a health maintenance organi-

26 zation) ".
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(f) The amendments made by this section shall be effec-

2 tive with respect to services provided on or after January

3 1, 1971.

4 PAnT C—MiSCELLANEOUS AND TECHNICAL PROVISIONS

5 COVERAGE PRIOR TO APPLICATION FOR MEDICAL

6 ASSISTANCE

7 Sio. 251. (a) Section 1902 (a) of the Social Security

8 Act (as amended by sections 234 (b) and 238 (b) of this

9 Act) is further amended—

10 (1) by striking out "and" at the end of paragraph

11 (31) ;

12 (2) by striking out the period at the end of para-

13 graph (32) and inserting in lieu thereof "; and"; and

14 (3) by inserting after paragraph (32) the follow-

15 ing new paragraph:

16 "(33) provide that in the case of any individual

17 who has been determined to be eligible for medical

18 assistance under the plan, such assistance will be made

19 available to him for care and services included under

20 the plan and furnished in or after the third month
21 before the month in which he made application for

22 such assistance if such individual was (or upon appli-

23 cation would have been) eligible for such assistance at

24 the time such care and services were furnished."
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i (b) The amendments made by subsection (a) shall

2 be effective July 1, 1971.

3 HOSPITAL ADMISSIONS FOR DENTAL SERVICES UNDER

4 MEDICARE PROGRAM

5 SEC. 252. (a) Section 1814 (a) (2) of the Social Secu-

6 rity Act is amended by striking out "or" at the end of sub-

7 paragraph (C), by adding "or" after the semicolon at the

8 end of subparagraph (D), and by insei'ting after subpara-

9 graph (D) the following new subparagraph:

10 "(E) in the case of inpatient hospital services

11 in connection with a dental procedure, the individual

12 suffers from impairments of such severity as to re-

13 quire hospitalization ;".

14 (b) Section 1861 (r). of such Act is amended by insert-

15 ing after "or any facial bone" the following: ", or (C) the

16 certification required by seqtion 1814 (a) (2) (E) of this

17 Act,".

18 (c) Section 1862 (a) (12) of such Act is amended by

19 inserting before the semicolon the following: ", except that

20 payment may be made under part A in the case of inpatient

21 hospital services in connection with a dental procedure where

22 the individual suffers from impairments of such severity as

23 to require hospitalization".

24 (d) The amendments made by this section shall apply
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1 with respect to admissions occurring after the second month

2 following the iiiontli iii which this Act is enacted.

3 EXEMPTION OF CHRISTIAN SCIENCE SANATORIUMS FROM

4 CERTAIN NURSING HOME REQUIREMENTS UNJ)ER

5 MEDICAID PROGRAMS

6 SEc. 253. (a) Section 1902 (a) of the Social Security

7 Act is amended by adding at the end thereof the following

8 new sentence: "For purposes of paragraphs (26), (28)

9 (B), (D), and (E), and (29), and of section 1903(g)

10 (4), the ternis 'skilled nursing home' and 'nursing home'

11 do not include a Christian Science sanatorium operated, or

12 listed and certified, by the First Church of Christ, Scientist,

13 Boston, Massachusetts."

14 (b) Section 1908 (g) (1) of such Act is amended by

15 inserting after "Secretary" the following: ", but does not

16 include a Christian Science sanatorium operated, or listed

17 and certified, by the First Church of Christ, Scientist,

18 Boston, Massachusetts".

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

20 fective on the date of the enactment of this Act.

21 PHYSICAL THERAPY SERVICES UNDER MEDiCARE

22 PROGRAM

23 SEC. 254. (a) (1) Section 1861 (p) of the Social

24 Security Act is amended by adding at the end thereof (after

25 and below paragraph (4) (B)) the following new sentence:
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1 "Under regulations, t.he term 'outpatient physical therapy

2 services' also includes physical therapy services furnished art

3 individual by a physical therapist (in his office or iii such

4 individual's home) who meets licensing and other standards

5 prescribed by the Secretary in regulations, otherwise than

6 under an arrangement with and tinder the supervision of a

7 provider of services, clinic, rehabilitation agency, or public

8 health agency, if the furnishing of such services meets such

9 conditions relating to health and safety as the Secretary may

10 find necessary."

11 (2) Section 1833 of such Act is amended by adding at

12 the end thereof the following new subsection:

13 "(g) In the case of services described in the next to

14 last sentence of section 1861 (p), with respect to expenses

15 incurred in any calendar year, no more than $100 shall be

16 considered as incurred expenses for purposes of subsections

17 (a) and (b)."

18 (3) Section 1833 (a) (2) of such Act (as amended by

19 section 230 (b) of this Act) is further amended by striking

20 out the period at the end of subparagraph (B) and inserting

21 in lieu thereof "; or", and by adding after subparagraph (B)

22 the following new subparagraph:

23 "(0) if such services are services to which 'the

24 next to last sentence of section 1861 (p) applies, the

25 reasonable charges for such services."

H.R. 17550— 9
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1 (4) Section 1832 (a) (2) (C) of such Act is amended

2 by striking out "services." and inserting in lieu thereof

3 "services, other than services to which the next to last sell-

4 tence of section 1861 (p) applies."

5 (b) (1) Section 1861 (p) of such Act (as amended by

6 subsection (a.) (1) of this section) is further amended by

7 adding at the end thereof the following new sentence: "In

8 addition, such term includes physical therapy services which

9 meet the requirements of the first sentence of this subsection

10 except that they are furnished to an individual as an inpatient

of a hospital or extended care facility."

12 (2) Section 1835 (a) (2) (C) of such Act is amended

13 by striking out "on an outpatient basis".

14 (c) Section 1861 (v) of such Act (as amended by see-

15 tions 221 (c) (4) and 223 (1) of this Act) is further amen ded

16 by redesignating paragraphs (5) and (6) as paragraphs

17 (6) and (7), respectively, and by inserting after paragraph

18 (4) the following new paragraph:

19 "(5) Where physical therapy services are furnished by

20 a provider of services or other organization specified in the

21 first sentence of section 1861 (p), or by others under an
22 arrangement with such a provider or other organization, the

23 amount included in any payment to such provider or organi-

24 zation under this titl as the reasonable cost of such services

25 shall not exceed an amount equal to the salary which would
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1 reasonably have been paid for such services to the person

2 performing them if they had been performed in an employ

3 ment relationship with such provider or organization rather

4 than under such arrangement."

5 (d) (1) The amendments made by subsections (a)

6 and (b) shall apply with respect to services furnished on or

7 after January 1, 1971.

8 (2) The amendments made by subsection (c) shall be

effective with respect to accounting periods beginning on

10 or after January 1, 1971.

11 EXTENSION OF GRACE PERIOD FOR TERMINATION OF SUP-

12 PLEMENTARY MEDICAL INSURANCE COVERAGE WHERE

13 FAILURE TO PAY PREMIUMS IS DUE TO GOOD CAUSE

14 SEc. 255. (a) Section 1838(b) of the Social Security

15 Act is amended by striking out "(not in excess of 90 days)"

16 in the third sentence, and by adding at the end thereof the

17 following new sentence: "The grace period determined under

18 the preceding sentence shall not exceed 90 days; except that

19 it may be extended to not to exceed 180 days in any case

20 where the Secretary determines that there was good cause for

21 failure tc pay the overdue premiums within such 90-day

22 period."

23 (b) The amendments made by subsection (a) shall

24 apply with respect to nonpayment of premiums which be-

25 come due and payable on or after the date of the enact-
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1 ment of this Act or which became payable within the

2. 90-day period immediately preceding such date; and for

3 purposes of such amendments any premium which became

4 due and payable within such 90-day period shall be con-

5 sidered a premium becoming due and payable on the date

6 oftheenaetmentofthisAct.

7 EXTENSION OF TIME FOR FILING CLAIM FOR SUP1'LEMEN-

8 TABY MEDICAL INSURANCE BENEFITS wwcuE DELAY

9 18 DUE TO ADMINISTRAnvu ERROR

10 SEc. 256. (a) Section 1842(b) (3) of the Social

11 Security Act (as amended by section 224(a) of this

12 Act) is further amended by adding at the end thereof the

13 following new sentence: "The requirement in subparagraph

14 (B) that a bill be submitted or request for payment be

made by the close of the following calendar year shall no;

16 apply if (i) failure to submit the bill or request the payment

17 by theclcse of suchyearis due to.the errorormisrepre-

sentation of an officer, employee, fiscal intennediary, cather

m or agent of the Department of Health, Education, and Wale

o fare performing functions under this title and acting within

the scope of his or its authority and (ii) thebillis submitted

or the payment is requested promptly after such error or mis-

representation is eliminated or corected."

(b) Theamendmentmade by subsection (a) shall ap-

ply with reipect to bills submitted and requests for payment

made after March 1968.
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1 WAIVER OF ENROLLMENT PERIOD REQUIREMENTS WHERE

2 INDIVIDUAL'S RIGHTS WERE PREJUDICED BY ADMINIS-

3 TRATIVE ERROR OR INACTION

4 SEC. 257. (a) Section 1837 of the Social Security Act

5 is amended by adding at the end thereof the following new

6 subsection:

7 "(f) In any case where the Secretary finds that an mdi-

8 vidual's enrollment or nonenroliment in the insurance program

9 established by this part is unintentional, inadvertent, or erro-

10 neous and is the result of the error, misrepresentation, or in-

11 action of an officer, employee, or agent of the Department

12 of Health, Education, and Welfare, the Secretary may take

13 such action (including the designation for such individual of

14 a special initial or subsequent enrollment period, with a coy-

15 erage period determined on the basis thereof and with appro-

16 priate adjustments of premiums) as may be necessary to

17 correct or eliminate the effects of such error, misrepresenta-

18 tion, or inaction."

19 (b) The amendment made by subsection (a) shall be

20 effective as of July 1, 1966.

21 ELIMINATION OF PROVISIONS PREVENTING ENROLLMENT IN

22 SUPPLEMENTARY MEDICAL INSURANCE PROGRAM MORE

23 THAN THREE YEARS AFTER FIRST OPPORTUNITY

24 SEC. 258. Section 1837 (b) of the Social Security Act

25 is amended to read as follows:



130

1 "(b) No individual may enroll under this part more than

2 twice."

3 WAIVER OF RECOVERY OF INCORRECT PAYMENTS FROM

4 SURVIVOR WHO IS WITHOUT FAULT UNDER MEDICARE

5 PROGRAM

6 SEC. 259. (a) Section 1870 (c) of the Social Security

7 Act is amended by striking out "and where" and inserting in

8 lieu thereof the following: "or where the adjustment (or

9 recovery) would be made by decreasing payments to which

10 another person who is without fault is entitled as provided

in subsection (b) (4), if".

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

13 apply with respect to waiver actions considered after the date

14 of the enactment of this Act.

15 REQUIREMENT OF MINIMUM AMOUNT OF CLAIM TO ES-

16 TABLTSH ENTITLEMENT TO HEARING UNDER SUPPLE-

17 MENTARY MEDICAL INSURANCE PROGRAM

18 SEc. 260. (a) Section 1842 (b) (3) (0) of the Social

19 Security Act is amended by inserting after "a fair hearing by

20 the carrier" the following: ", in any case where the amount

21 in controversy is $100 or more,".

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

23 apply with respect to hearings requested (under the proce-

24 dares es'tablished under section 1842 (b) (3) (0) of the

25 Social Security Act) after the date of the enactment of this

26 Act.
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1 COLLECTION OF SUPPLEMENTARY MEDICAL INSURANCE

2 PREMIUMS FROM INDIVIDUALS ENTITLED TO BOTH

3 SOCIAL SECURITY AND RAILROAD RETIREMENT

4 BENEFITS

5 SEC. 261. (a) Section 1840 (a) (1) of the Social Se-

6 curity Act is amended by striking out "subsection (d)" and

7 inserting in lieu thereof "subsections (b) (1) and (c) ".

8 (b) Section 1840 (b) (1) of such Act is amended by

9 inserting "(whether or not such individual is also entitled

10 for such month to a monthly insurance benefit under section

11 202)" after "1937", and by striking out "subsection (d)"

12 and inserting in lieu thereof "subsection (c) ".

13 (c) Section 1840 of such Act is further amended by

14 striking out subsection (c), and by redesignating subsections

15 (d) through (i) as •subsections (c) through (h),

16 respectively.

17 (d) (1) Section .1840 (e) of such Act (as so redesig-

18 nated) is amended by striking out "subsection (d)" and

19 inserting in lieu thereof "subsection (c) ".

20 (2) Section 1840 (f) of such Act (as so redesignated)

21 is amended by striking out "subsection (d) or (f)" and

22 inserting in lieu thereof "subseotioi (c) or (e) ".

23 (3) Section 1840 (h) of such Act (as so redesignated)

24 is a.mended by striking out "(c), (d), and (e)" and insert-' ing m lieu thereof (c), and (d)
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1 (4) Section 1841 (h) of such Act is amended by strik-

2 ing out "1840 (e)" and inserting in lieu thereof "1840 (d) ".

3 (e) Section 1841 of such Act is amended by adding

4 at the end thereof the following new subsection:

5 "(i) The Managing Trustee shall pay from time to time

6 from the Trust Fund such amounts as the Secretary of

7 Health, Education, and Welfare certifies are necessary to

8 pay the costs incurred by the Railroad Retirement Board

in making deductions pursuant to section 1840 (b) (1). Dur-

10 ing each fiscal year or after the close of such fiscal year,

the Railroad Retirement Board shall certify to the Secretary

12 the amount of the costs it incurred in making such dedtic-

13 tions and such certified amount shall be the basis for the

14 amount of such costs certified by the Secretary to the Man-

15 aging Trustee."

16 (f) The amendments made by this section shall apply

17 with respect to premiums becoming due and payable after
18 the fourth month following the month in which this Act
19 is enacted.

PAYMENT FOR CERTAIN INPATIENT HOSPITAL SERVICES

21
FURNISHED OUTSIDE THE UNITED STATES

22 SEc. 262. (a) Section 1814 (1) of the Social Security
23

Act is amended to read as follows:
24

"Payment for Certain Inpatient Hospital Services Furnished
25

Outside the United States
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1 "(f) (1) Payment shall be made for inpatient hospital

2 services furnished to an individual entitled to hospital in-

3 surance benefits under section 226 by a hospital located

4 outside the United States, or under arrangements (as de-

5 fined in section 1861 (w)) with it, if—

6 "(A) such individual is a resident of the United

States, and

8 "(B) such hospital was closer to, or substantially

9 more accessible from, the residence of such individual

10 than the nearest hospital within the United States which

was adequately equipped to deal with, and was available

12 for the treatment of, such individual's illness or injury.

13 "(2) Payment may also be made for emergency in-

14 patient hospital services furnished to an individual entitled

15 to hospital insurance benefits under section 226 by a hospital

16 located outside the United States if—

17 "(A) such individual was physically present in a

1.8 place within the United States at the time the emer-

1.9 gency which necessitated such inpatient hospital serv-

20 ices occurred, and

21 "(B) such hospital was closer to, or substantially

22 more accessible from, such place than the nearest hos-

23 pital within the United States which was adequately
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1 equipped to deal with, and was available for the treat-

2 ment of, such individual's illness or injury.

3 "(3) Payment shall be made in the amount pro-

4 ided under subsection (b) to any hospital for the inpatient

5 hospital services described in paragraph (1) or (2) fur-

6 nished to an individual by the hospital or under arrange-

7 ments (as defined in section 1861 (w)) with it if (A) the

8 Secretary would be required to make such payment if the

hospital had an agreement in effect under this title and other-

10 wise met the conditions of payment hereunder, (B) such

11 hospital elects to claim such payment, and (C) such hos-

12 pital agrees to comply, with respect to such services, with

13 the provisions of section 1866 (a).

14 "(4) Payment for the inpatient hospital services de-

15 scribed in paragraph (1) or (2) furnished to an individual

16 entitled to hospital insurance benefits under section 226 may

17 be made on the basis of an itemized bill to such individual

18 if (A) payment for such services cannot be made under

19 paragraph (3) solely because the hospital does not elect to

20 claim such payment, and (B) such individual files applica-

21 tion (submitted within such time and in such form and

22 manner and by such person., and containing and supported

23 by such information as the Secretary shall by regulations

24 prescribe) for reimbursement. The amount payable with

25 respect to such services shall, subject to the provisions of
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1 section 1813, be equal to the amount which would be pay-

2 able under subsection (d) (3) ."

3 (b) Section 1861 (e) of such Act is amended—

4 (1) by striking out "except for purposes of sections

5 1814 (d) and 1835 (b)" and inserting in lieu thereof

6 "except for purposes of sections 1814 (d), 1814 (f), and

7 1835(b)";

8 (2) by inserting ", section 1814 (f) (2) ," im-

9 mediately after "For purposes of sections 1814 (d) and

10 1835 (b) (including determinations of whether an in-

11 dividual received inpatient hospital services or diagnos-

12 tic services for purposes of such sections)"; and

13 (3) by inserting after the third sentence the follow-

14 ing new sentence: "For purposes of section 1814 (f)

15 (1), such term includes an institution which (i) is a

16 hospital for purposes of section 1814 (d), 1814 (f) (2),

17 and 1835 (b) and (ii) is accredited by the Joint Corn-

18 mission on AccreditaJtion of Hospitals, or is accredited

19 by or approved by a program of the country in which

20 such institution is located if the Secretary finds the

21 accreditation or comparable approval standards of such

22 program to be essentially equivalent to those of the

23 Joint Commission on Accreditation of Hospitals."

(c) Section 1862 (a) (4) of such Act is amended by

25 striking out "emergewy".
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I (d) The amendments made by this section shall apply

2 to services furnished with respect to admissions occurring

3 after December 31, 1970.

4 STUDY OF CHIROPRACTIC COVERAGE

5 SEC. 263. The Secretary, utilizing the authority con-

6 ferred by section 1110 of the Social Security Act, shall con-

7 duct a study of the coverage of services performed by chiro-

8 practors under State plans approved under title XIX of such

9 Act in order to determine whether and to what extent such

10 services should be covered under the supplementary medical

insurance program under part B of title XVIII of such Act,

12 giving particular attention to the limitations which should

13 be placed upon any such coverage and upon payment there-

14 for. Such study shall include one or more experimental, pilot,

or demonstration projects designed to assist in providing

16 under controlled conditions the information necessary to

17 achieve the objectives of the study. The Secretary shall re-

18 port the results of such study to the Congress within two

19 years alter the date of the enactment of this Act, together

20 with his findings and recommendations based on such study

21 (and on such other information as he may consider relevant

22 concerning experience with the coverage of chiropractors by

23 pubhc and private plans).
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.1 MISCELLANEOUS TECHNICAL AND CLERICAL

2 AMENDMENTS

3 SEC. 264. (a) Clause (A) of section 1902 (a) (26) of

4 the Social Security Act is amended by striking out "evalua-

5 tion" and inserting in lieu thereof "evaluation) ", and by

6 striking out "care)" and inserting in lieu thereof "care".

7 (b) Section 1908 (d) of such Act is amended by strik-

8 ing out "subsection (b) (1)" and inserting in lieu thereof

9 "subsection (c) (1) "

10 (c) Section 408 (f) of such Act is amended by striking

11 out "522 (a)" and inserting in lieu thereof "422 (a) ".

12 TITLE 111—MISCELLANEOUS PROVISIONS

13 MEANING OF TERM "SECRETARY"

14 SEC. 301. As used in this Act, and in the provisions of

15 the Social Security Act amended by this Act, the term

16 "Secretary," unless the context otherwise requires, means

17 the Secretary of Health, Education, and Welfare.
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SOCIAL SECURITY AMENDMENTS OF 1970

To Administrative, Supervisory,
and Technical Employees

The Committee on Ways and Means has completed its consideration of the
President's social security proposals, which were contained in H. R. 14080
(summarized in Commissioner's Bulletin' No. 94, dated October 8, 1969).
A new bill, H. R. 17550, réflécting the Committee's decisions was intro-
uced ônMay Ii in the House of Representatives by Wilbur D. Mills,
Thairman of the Committee, and by John W Brnes, the ranking minority
nember of the COmmittee.

The major proposals made by the President are included in H. R. 17550
except that the bill departs from the President's recommendations on
benefit increases and the retirement. test.

As you know,' the President recommendeci a 10-percent increase in social
security 'benefits effective for March 1970 and automatic 'adjustment of
benefits in the, future. The Cohgress subsequently enacted a 15 -percent
increase in benefits effective for January 1970, andthe Committee's bill
provides' for an additional 5-percent increase in benefits to be effective
for next January.' The'bill" does not include the President's proposal for
automatic adjustments of benefits (and of the contribution and benefit base).

retirement test provisions of H. R. 17550, the annual exempt
earnings would be increased from the present $1680 to $2000,
benefits withheld' for each $2 of earnings between $2000 and
by $1 for each $1 of earnings above $3200. •The President had

recommended an annual exempt amount of $1800, 'with $1 in benefits to be
withheld for each $2 of all annual earnings above $1800; the exempt amount
would have been adjustédautomatically every two years to keep pace with
any increases in earnings levels.

As recommended by the President, the contribution and benefit base is
increased from $7800 to $9000. Also, the contribution rates approved
by the Committee, although different in detail from those récommended
by. President Nixor last year, are in accord with the President's basic

SOCIAL SECURITY ADMINISTRATION

Under the
amount of
with $1 In
$3200 and
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recommendation that increases in the contribution rates for cash benefits
now scheduled for 1971 and 1973 be postponed. Under the bill, as recom-
mended by President Nixon, the current rate of 4. 2 percent, each, for
employees and employers will remain in effect until 1975, when the rate
would go to 5 percent, each. The bill establishes a new ultimate rate for
cash benefits of 5. 5 percent, each, to go into effect in 1980.

Significant changes in the financing of the hospital insurance program,
including the method of estimating costs, are provided for. Under the
bill the contribution rates for hospital insurance would be increased to
1 percent, each, for employees, employers, and the self-employed for
1971 and after, as recommended by the Administration, instead of increas -
ing gradually (as under present law) from 0. 6 percent, each, in 1970 to an
ultimate rate of 0. 9 percent, each, in 1987. The changed financing would
put the hospital insurance program into acceptable actuarial balance.

H. R. 17550 includes a number of changes in the cash benefits program in
addition to those recommended by the President. Among these are provi-
sions for the payment of actuarially reduced benefits to dependent widowers
at age 60, elimination of the support requirement as a condition for benefits
for divorced wives and widows, changes in the disability insured status
requirement for the blind, and a change in the workmen's compensation
offset for disability beneficiaries.

The provisions in the Committee bill dealing with the Medicare and
Medicaid programs reflect, for the most part, changes recommended by
the Department. In his testimony before the Senate Committee on Finance
in February, Under Secretary Veneman recommended a change in the
method of reimbursing institutional providers under Medicare and the
introduction of additional limitations on the recognition of physicians' fee
increases. These recommendations are embodied in provisions of the
Committee bill under which (1) the Secretary is directed to develop large-
scale experiments and demonstration projects to test various methods of
making payments to providers of services on a prospective, rather than
retroactive cost basis, and (2) recognition of increases in physician fee
levels are to be related to indexes reflecting changes in costs of practice
for physicians and in earnings levels. The bill also provides authority
for the Secretary to establish limits on "reasonable" provider costs
based on comparisons of the cost of covered services by various classes
of providers in the same geographical area.
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The Administration's proposal to stimulate the development of health
maintenance organizations, announced by Secretary Finch in March, is
also incorporated into the bill. Under this proposal, Medicare benefi-
ciares who live in an area served by such organizations would have the
option of receiving their covered services through the organization rather
than in the usual way from individual doctors and hospitals. The organi-
zation would receive its Medicare payment not in the form of reimbursement
for physician visits or hospital stays, but in the form of a prospective,
per capita payment determined for each organization on an annual basis.

All of the Administration's recommendations included in the "Health Cost
Effectiveness Amendments" sent to the Committee late last year are
embodied in the provisions of the Committee's bill. These include
authority for the Secretary to terminate or suspend Medicare payments
to suppliers of health services found guilty of program abuses and authority
to withhold or reduce reimbursement amounts for depreciation, interest
and other expenses related to capital expenditures in excess of 100, 000
that are determined to be inconsistent with State or local health facility
plans.

The Committee's bill also includes a number of other changes designed
to improve the operating effectiveness of the Medicare program as well
as changes to improve the operation of the Medicaid, and maternal and
child health programs.

Enclosed is explanatory material on the major provisions of H. R. 17550.

Robert M. Ball
Commis sioner

Enclosure





SUMMARY OF PRINCIPAL SOCIAL SECURITY PROVISIONS OF H.R. 17550
AS APPROVED BY 'NE COMMITTEE ON WAYS AND MEANS OF THE H(XJSE OF REPRESENTATIVES

1. CASH BENEFIT CHANGES

(a) Increase In benefits for current and future beneficiaries

The bill would provide an across-the-board benefit increase of

5 percent for people on the benefit rolls, and for those who

come on the rolls in the future, effective for January 1971.

The minimum monthly benefit would be increased from $6 to
$67.20. The $250.70 maximum benefit (based on average monthly
earnings of $650--$7800 a year) eventually payable under present
law would be increased to $263. 30. Creditable earnings higher

than $7800 a year would result from an increase in the contri. -

bution and benefit base to $9000 a year that would also occur
under the bill. These higher earnings would make possible higher

benefit amounts up to an ultimate maximum of $283 (based on

average monthly earnings of $750--$9000 a year). The ultimate

maximum family benefit would be $s71i.4O, as compared with

$l43l..li0 under present law.

(b) Increase in special payments to certain uninsured people_j
and over

The special payments made to people age 72 and over who have not

worked long enough in covered employment to be Insured for regular
retirement benefits would also be increased by 5 percent--from
$6 to $8.30 a month for an individual and from $69 to $72.50
a month for a couple, effective for January 1971.

(c) Liberalization of the retirement test

The amount a beneficiary under age 72 may earn In a year and

still receive full benefits for the year would be increased from

$1680 to $2000. The amount of annual earnings to which the
$l-for-$2 reduction would apply would range from $2000 to $3200,

rather than from $1680 to $2880 as under current law. The amount

a beneficiary may earn in wages in a month and still get full

benefits for that month (regardless of his total annual earnings)
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would be increased from $lLg) to $166.66. The bill would also
change the application of the retirement test in the year a worker
reaches age 72. In determining annual earnings, only amounts
earned before the month in which the worker attains age 72 (rather
than earnings for the entire year) would be counted; net earnings
from self-employment would be prorated equitably among all months
of the year. The provisions would be effective with respect to
taxable years ending after 1970.

(d) Increase In widows' and widowers'_benefits

The bill would increase benefits for widows and widowers who becomeentitled to benefits at or after age 65 from 82 1/2 percent to 100
percent of the deceased worker's primary Insurance amount. For those
who become entitled to benefits before 65, the 100-percent amount
would be reduced in a way similar to the way in which a worker's
benefit Is reduced under present law if he becomes entitled before
age 65. For example, a widow coming on the rolls at age 614. would
get 911.3 percent; at age 63 she would get 88.6 percent; 82.9 percent
would be payable at age 62, 77.2 percent at age 61, and 71.5 percent,
the same as under present law, at age 60.

The provision would be effective for January 1911, and widows and
widowers on the rolls in December 1970 would have their benefits
increased effective for January as if this change had been in effect
when they first became entitled to benefits.

(e) g-62 computation point for men

The bill would shorten by 3 the number of years over which a man's
average monthly earnings are figured in retirement cases by making
the ending point for determining the number of years to be used In
figuring his average the beginning of the year in which he reaches
age 62, rather than age 65 as under present law. The bill would also
make the ending point for determining a man's Insured status the
beginning of the year in which he reaches age 62, rather than age 65.
As a result, these provisions would be the same for men as they are
under present law for women.

These changes would be effective for January 1971. Benefits for
those coming on the rolls in January 1971 or after would be figured
under the new provision and would be paid beginning in February 1971.
Benefits for those on the benefit rolls before 1971 would be refig-
ured under the new provision and, in many cases, the increased
benefits would be paid beginning in February. Some beneficiaries
who have earnings in 1969 and. whose benefits have to be refigured.
to take account of those additional earnings, as w11 as under the
new method, might not be paid their Increased benefits until later
in 19(1, but the payments will be retroactive to January 1911.
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(f) Election to receive actuarially reduced. benefits

Under the bill, a person who is eligible for both an old-age
Insurance benefit and. a wife's or husband's insurance benefit
would not have to apply for both benefits, as he must do under
present law. He would be able to apply for only one of the
benefits and wait until later to apply for the other.

Also under the bill, the actuarial reduction that is made in
one benefit would not lower the amount of a benefit that is taken
later; the amount of the benefit taken later would be the same as
if no other benefit had been paid. For example, a woman who takes
a reduced old-age insurance benefit. of $62.40, based on a primary
insurance amount of $78, at age 62, and who at age 65 becomes
eligible for a wife's benefit of $99 (before taking her old-age
insurance benefit into consideration) would, under the bill, be
able to gt a combined old-age and wife's insurance benefit of
$99 starting at age 65. Under present law she can get only $83.40.

The new provisions would apply to people who come on the benefit
rolls in or after the sixth month after the month of enactment.
People already on the rolls when the provisions become effective
could, upon request, have their benefits redetermined under the

new provisions.

In some cases a change to a month of entitlement later then was

originplly established for a beneficiary could. result in higher

monthly benefits for him, but it would also mean that he would
no longer be entitled to have received some of the benefits be
did receive between his original entitlement month and the more

advantageous, later entitlement month (generally age 65) that
could have been established if these provisions had been effec-

tive at that time. Under the bill the payment of the amount of
the increase in benefits that would. occur under the provision
would. be withheld. until recovery is made of the excess of the

amount the beneficiary was actually paid over the amount he would

have been paid if the provision had been in effect at the time

of his original application.

g) Age of eligibility for dependent widowers' benefits

The bill would lower the age of eligibility for dependent widowers'

benefits from age 62 to age 60, if ng it the same as that for

widows under present law. Benefits payable beginning before age
62 would be actuarially reduced, as are the benefits for widows
who come on the rolls before age 62. The provision would. be
effective for January 1971.
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(h) Elimination of the support requirements for divorced women

The bill would eliminate the provision in the law that a divorced wife,
divorced widow, or surviving divorced mother must meet one of the
following suptort requirements: (1) she was receiving at least one-half
of her support from her former husband, (2) she was receiving substantial
contributions from her former husband pursuant to a written agreement, or
(3) there was a court order In effect providing for substantial contribu-
tions to her support by her former husband. The 20-year duration-of-
marriage requirement for divorced wife's and divorced widow's benefits
would not be affected by this change. The change would be effective
with respect to benefits for months after December 1970.

(1) Amendznentsto the disability program

(i) ChIldhood disability benefits for those disabled before age 22

Childhood disability benefits would be made available for an
otherwise qualified disabled adult son or daughter whose disa-
bility began after attainment of age 18 and before age 22.
Under present law, a person must have become disabled before
age 18 to qualify for childhood disability benefits. Benefits
under this provision would be payable for months after
December 1970.

(2) DIsabilitbenefjts for blind persons

A blind person would be insured for disability insurance
benefits if he is fully insured--i.e., has as many quarters
of coverage as the number of calendar years that elapsed
after 1950 (or the year he reached age 21, if later) and upto the year in which he became disabled. He would no longer
have to meet a requirement of substantial recent covered work
(generauy 20 quarters of coverage in the period of 40 calendar
quarters preceding disablement). Benefits under this provision
would be payable for months beginning with January 1971.

(3) Disability benefits affected by receipt of workments compensation

The bill would modify the provisions under which social security
disability benefits are reduced where workmen's compensation is
also payable. Present law permits the disabled worker and his
family to receive combined payments not exceeding 80 percent of
the worker's average earnings before he became disabled. Under
the bill, the disabled worker and his family would be able to
receive combined benefits equaling 100 percent of his average
earnings. The provision would be effective for benefits for
months after December 1970.
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(h.) Payment of disability insurance benefits on the basis of
pplications filed after death

The blU would permit disability insurance benefits (and
dependents' benefits based on the worker's entitlement to
disability benefits) to be paid if application is filed
within 3 months after the disabled worker's death. The
provision would apply in cases of deaths occurring in or
after the year of enactment.

(j) Other changes

(1) Guarantee that no family will have their total family benefits
decreased as a result of an increase in the worker's benefit

The bill includes a provision under which no family would
have their total family benefits decreased because of an
Increase In the worker's benefit resulting from the 5-percent
general benefit increase that would be provided by the bill
or any general benefit increase that may be enacted In the
future or from a recomputation of the worker's benefit to
include additional earnings. Without the provision, such a
decrease could occur in cases where the family maximum pro-
vision applies and the worker's benefit is actuarially
reduced and, in the case of a general benefit increase, in
situations where a family comes on the benefit rolls after
the increase is effective (so that it does not qualify for
the general benefit increase saving clause, which applies
to people who are on the rolls at the time the Increase Is
effective and assures that each of' them will have his benefit
increased by the amount of the increase) but is entitled
retroactively to benefits before the Increase is effective.

(2) Wage credits for military service

Noncontributory social security wage credits of *100 a month
would be provided, in addition to credit for basic pay, for
military service after 1956 (rather than after 1967 as pro-
vided in present law). Beneficiaries on the rolls could
receive increased benefits based on the additional credits
after December 1970, provided an application for a
recoinputation is filed.

(3) Penalty for furnishing false Information to obtain a social
security number

Criminal penalties would be provided if an individual, with
Intent to deceive the Secretary of Health, EducatIon, and



Welfare as to his true identity, knowingly and willfully

furnishes false information on an application for a social

security number for the purpose of obtaining more than one
number or of establishing a social security record under a
false name.

(if) Effective date of increase In the contribution and benefit base

for self-employed people reporting on a fiscal year basis

The bill would provide that, for self-employed people who
report their income on a fiscal year basis, the increase in
the base from $7800 to $9000 that would occur under the bill
would be effective for contribution purposes for fiscal years
begInnIn in 1971, rather than for fiscal years ending In
1971, as would be the case If past practices had been followed.
Under this change no fiscal year taxpayer would have to pay
social security contributions on Income that he could not have
credited for social security benefits. On the other hand, he
could not start having more than $7800 a year counted toward
his benefits until his fiscal year begins sometime after
January 1, 1971, the date on which the increase in the base
to $9000 becomes effective generally.

(5) Coverage of Federal Home Loan Bank employees

Social security coverage would be provided for employees of
the Federal Home Loan Banks beginning January 1, 1971. People
who are in the employ of one of the banks on January 1, 1971,
would have their services for a bank covered for years after 1965,
but only if the social security contributions.on account of
such service are paid by July 1, 1971, or by such later date as
may be provided under an agreement with the Secretary of the
Treasury.

(6) Coverage of certain hospal emp1o in New Mexico

The State of New Mexico would, be permitted prior to January 1, 1971,
to provide social security coverage under its coverage agreement
for employees of certain hospitals without regard to the provi-
sions of law which specify the conditions under which State and
local employees may be covered under social security.

(7) Coverage of policemen and firemen in Idaho

Idaho would be added to the list of States in the law (nov 19)
which may cover policemen and. firemen who are in positions
covered under a State or local retirement system.
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2. HEALTh INSURANCE CHANGES

(a) Payment for services covered by FEHB program

The bill would provide that effective January 1, 1972, no payment
would be made under the Medicare program for any service covered
under a Federal employees health benefits plan. This provision
would not go into effect if the Secretary certifies, before
January 1, 1972, that the Federal employees health benefits program
has been modified to make available Federal employee plans which
offer protection supplementing Medicare (both parts A and B, as
well as part B alone) and to assure that the Government is making
a contribution toward such supplementary insurance which is at
least equal to the contribution it makes for high option coverage
under the Government-wide Federal employee plans.

(b) Hospital insurance benefits for uninsured individuals

The bill would provide hospital insurance coverage on a
voluntary basis, for uninsured persons aged 65 and over who
are (1) not eligible for such coverage under existing law,
(2) residents of the United States, and (3) either citizens
or aliens admitted for permanent residence. Persons electing
to enroll for this protection would be required to pay a pre-
mium of $27 a month for each month up to and including
June 1972. The premium rate would be recomputed each year
to take account of expected increased costs during the
subsequent year. States and other organizations, through
agreements with the Secretary, would be permitted to purchase
this coverage on a group basis for their retired employees
age 65 or over. The same restrictions on enrollment and
reenroliment (including a 10-percent-per-year charge for late
enrollment) would apply as apply to enrollment for supplementary
medical insurance. Only those persons enrolled for supple-
mentary medical insurance would be eligible to enroll for
hospital insurance under this provision, with termination of
supplementary medical insurance coverage automatically
terminating hospital insurance coverage obtained under thia
provision. Hospital insurance coverage under this provision
would be effective in accordance with enrollment provisions
but in no case before January 1, 1971.
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(c) Limitation on Federal participation for capital expenditures

The bill would authorize the Secretary to withhold or reduce
reimbursement amounts to providers of services under title XVIII
for depreciation, interest, and, in the case of proprietary pro-
viders, a return on equity capital, or other expenses related to
capital expenditures for plant and equipment in excess of $100,000
which are determined to be inconsistent with State or local health
facility plans. (Similar authority would be provided with respect
to the Federal share of payment for inpatient hospital care under
titles V and xix.) The Secretary would take such action on the
basis of findings and recommendations submitted to him by various
planning agencies. However, if after consultation with a national
advisory council the Secretary determines that a disallowance of
expenses would be inconsistent with effective organization and
delivery of health services or effective administration of
titles V, XVIII, or XIX, he would be authorized to allow such
expenses. The Secretary would be authorized to enter into an
agreement with States under which designated health facility
and health services planning agencies would submit their
findings and recommendations (along with those of other qualified
planning agencies) with respect to proposed capital expenditures.
Payment would be authorized from the Federal Hospital Insurance
Trust Fund for the reasonable costs incurred by the planning
agencies in preparing and forwarding findings and recommendations.
Adverse determinations by the Secretary would be subject to
reconsideration by the Secretary. This provision would be
effective with respect to obligations for capital expenditures
incurred after June 30, 1971, or earlier if a State so requests.

(d) Report on plan for prospective reimbursement; experiments and
demonstration projects to develop incentives for economy in
the provision of health services

The bill would require the Secretary to develop experiments
and demonstration projects designed to test various methods of
making Medicare payments to providers of services on a pro-
spective basis and to report to the Congress, no later than
July 1, 1972, the results of such experiments and demonstration
projects, along with a discussion of experiences of other
programs with respect to prospective reimbursement. The report
shall, also include recommendations with respect to specific
methods which could be used in the full implementation of pro-
spective reimbursement on a program-wide basis. In addition,
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the Secretary is authorized to engage in experiments and demonstration
projects involving negotiated rates, the use of rates established by

a State for administration of one or more of its laws for payment

or reimbursement to health facilities located in such State, and

alternative methods of reimbursement for the services of residents,

interns, and supervisory physicians in teaching settings. Also

authorized are experiments and demonstration projects designed to
determine whether payments to organizations and institutions for
services which are not currently covered under titles V, XVIII, or

XIX and which are incidental to services covered under the programs
would offer the promise of program savings without any loss in the

quality of care, and whether use of areawid.e or connnunity-wide
utilization review and medical review mechanisms would bring about

more effective controls over excessive utilization of services. A
description of each proposed experiment and project must be submitted

to the House Ways and Means Coimnittee and Senate Finance Committee

prior to implementation.

(e) Limitations on coverage of costs under Medicare

The bill provides authority for the Secretary to set prospective

limits on costs to be recognized as reasonable based on estimates
of the costs necessary in the efficient delivery of needed health

services to Medicare beneficiaries. Since the limits would be

defined in advance, provision would be made for a provider to charge
the beneficiary, after appropriate public notice, for the costs of

items or services in excess of or more expensive than those that are

determined to be necessary in the efficient delivery of needed health

services. (No such charges may be made, however, in the case of
admission by a physician who has a direct or indirect financial inter-

est in the facility.) It is expected that reasonable limits would be
set sufficiently above average costs per patient day previously
experienced by a class of institutions so that only institutions with
extraordinary expenses would be subject to the limits imposed. In

addition, providers would have the right to appeal their classifica-
tion for purposes of cost limits applied to them and to obtain relief

from the effect of the cost limits on the basis of evidence of the
need for such an exception that the Secretary finds compelling.

(f) Limits on prevailing charge levels

The bill would limit charges determined to be reasonable under the

Medicare and Medicaid law by providing (i) that medical charge levels

currently recognized as prevailing in a locality could be increased.
during fiscal year 1911 only to the extent necessary, on the basis
of statistical data and methodology acceptable to the Secretary, to
bring the prevailing charge levels to the 75th percentile of the

customary charges made for similar services in the same locality
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during calendar year 1969; (2) that prevailing charges recognized
for a locality could be increased in fiscal year 1912 and in later
years only to the extent justified by an economic index reflecting

changes in the operating expenses of physicians and in physicians'
earnings levels; and (3) that for medical supplies, equipment, and
services that, in the judgment of the Secretary, generally do not
vary siguificantly in quality from one supplier to another, charges
incurred during fiscal year 1971 and later years and determined as
reasonable would not exceed the lowest levels at which such supplies,
equipment, and services are widely available in a locality, except
to the extent specified by the Secretary. The indexes would not
be applied on a procedure-by-procedure basis but would operate as
overall ceilings on prevailing fee level increases recognized in a
carrier area. Payments under titles V and XIX would also be subject
to these limitations.

(g) E..yment of vesfor teach i ng hsiciansunderMed1. cpogm

The bill would change thr basis of reimbursement for teaching
physicians' services from a fee—for—service basis to a cost—
reimbursement basis where the services are furnished in a setting
in which any one of the following circumstances exist: (1) the
non—Medicare patients, even when able to pay, are not obligated
to pay the billed charges for physicians' services; or (2) not
all Medicare patients are obligated to pay the medical insurance
deductible and coinsurance amounts related to the established
charges; or (3) all, the Medicare patients are obligated to pay
the deductible and coinsurance amounts but such amounts are not
generally collected. Medicare payment would also be authorized
for services to hospital patients by staff of certain medical
schools.

(h) Authority to terminate payments to suppliers of services

The bill provides authority for the Secretary to terminate or suspend
payments under the Medicare program for services rendered by any
supplier of health and medical services found guilty of program
abuses. The Secretary would be required to make the names of such
persons or organizations public so that beneficiaries would be
informed about which providers cannot participate in the program.
The situations for which termination of payment would be made include
overcharging, furnishing excessive, inferior, or harmful services,
or making a false statement to obtain payment. Also, there would
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be no Federal financial participation in any expenditure under the
Medicaid and maternal and chilct health programs by the State with
respect to services furnished by a supplier to whom the Secretary
would not make Medicare payments under this provision of the bill.
Program review teams would be established to furnish professional
advice to the Secretary in carrying out this authority.

Any person or organization dissatisfied with the Secretary's decision
to terminate payments would be entitled to a hearing by the Secretary
and to judicial review of the Secretary's final decision.

(i) Amount of payment where customary charges for services furnished
are less than reasonable cost

The bill provides authority for the Secretary to limit reimbursement
under titles V, XVIII, and XIX to a provider's customary charges
so that total reimbursement paid under the various programs would
not exceed what would have been paid if the facility's customary
charges to the general public had been paid. However, where the
provider is a public institution which furnishes services free of
charge or at nominal charges to the public, reimbursement would be
based on reasonable costs determined so as to provide fair compensa-
tion for the services. This provision would be effective with
respect to services furnished in accounting periods beginning after
June 30, 1910.

(j) Institutional planning

The bill would require each provider of services, as a condition
of participation under Medicare, to have a written plan reflecting
an operating budget and a capital expenditures budget covering
the immediate subsequent one and three accounting years. The plan,
which would be reviewed and updated annually, would be expected to
contain information outlining the services to be provided in the
future, the estimated costs of providing such services (including
proposed capital expenditures in excess of $100,000 for acquisition
or improvement of land, buildings, and equipment and replacement,
modernization, and expansion of the buildings and equipment), and
proposed methods of financing the costs. This provision would be
effective for a provider of services for any fiscal year beginning
after the fifth month following the month of enactment.
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(k) Advance approval of extended care and home health coverage

The bill would authorize the Secretary to establish, by medical
condition, specific periods of time after hospitalization during
which a patient would be presumed to require an extended care
level of services. Where a patient's physician certifies to the
need for such care and submits to the extended care facility, in
advance of admission, a plan for carrying out the services, the
care furnished would be assumed to be the type of care which is
covered as extended care. Comparable provisions applying to
posthospital home health services are also included. However,
the advance approval provisions can be declared inapplicable to
patients of any physician who is found to be unreliable in
certifying patients' need for such care. Also, an extended care
facility's utilization review committee could terminate payment
to a patient during the approved period if it determined that
further inpatient stay was no longer medically necessary.

(1) Prohibition against reassignment of claims to benefits

The bill would prohibit payment for physician and other medical
services provided under Medicare and dicaid to anyone other
than the physician or other person providing the services unless
the physician or other person is required as a condition of his
employment to turn over his fees to his employer or unless there
is a contractual arrangement between a physician or other person
and the facility in which the services were provided under which
the facility bills for all such services.

(m) Notification of unnecessary admission to a hospital or extended
care facility

The bill expands the responsibility of hospital and extended care
facility utilization review committees to require notification in
any case which, in the course of a review of a current sample of
admissions, it Is determined that admission to or further stay in
the institution is not medically necessary. Payment would be
terminated under the same procedures now applied to cases of
extended duration where the committee determines that further
stay is not medically necessary.

(n) Health maintenance organization option

The bill provides that individuals eligible for both part A and
part B Medicare coverage would be able to choose to have their
care provided by a health maintenance organization (a prepaid
group health or other capitatiori plan). The rate of payment to
such organizations by the program would be set each year by the
Secretary, taking into account the organization's premium to
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nonmedicare enrollees, and is not to exceed 95 percent of the
estimated amount that would be payable for covered Medicare
services furnished outside the framework of a healtk maintenance
organization.

Medicare beneficiaries who exercise this option would receive

covered services only through the health maintenance organization

with *hich they are enrolled, except for emergency services
(generally, services required by the beneficiary while he is
outside of the area served by the organization). The health
maintenance organization would be responsible for the cost of
such emergency services, but the Medicare beneficiary would be
responsible for the full cost of any nonemergency services he
received outside the organization.

A health ma1nenance organization Is defined as an organization
which provides, either directly or by arrangement with others,
health services, including physicians' services on a per capita
prepayment basis. At least half its members must be under 65
years of age and It must hold open enrollment periods at least
once every 2 years. Among the additional requirements is a
requirement that the organization must have arrangements for
assuring that the health services required by its enrollees are
received promptly and appropriately and that they meet quality
standards. Present arrangements for reimbursing group practice
prepayment plans would remain In effect. Plans that qualify
could choose to be reimbursed as health maintenance organizations
or to continue to be reimbursed under existing law.

(o) Hospital admissions for dental services under.the Medicare program

The bill would require a certification of medical necessity to be

made where a patient muBt be hospitalized in connection with a

dental procedure for management of other severe impairments. The

dentist who is caring for the patient may make the determination
that such hospitalization is necessary without the need for a
corroborating certification by a physician.

(p) Physical therapy services

The bill would cover under the supplementary medical insurance
program the services of a physical therapist in independent

practice, when furnished in his office or In the patient's home.

These services would be furnished under such licensing and other

conditions relating to health and safety as the Secretary may
find necessary. The reimbursable charges on which payment would
be made for such services furnished to an individual could not
exceed $100 in a calendar year. Coverage of these services would
be effective January 1, 1971.
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The bill would also make two changes with respect to physical
therapy services furnished by a provider of services: (1) the
existing provision for covering "outpatient physical therapy
services" would be broadened to permit a hospital or extended
care facility to furnish these services to their inpatients who
can now receive these services only as "outpatients" of another
provider of services (this change would be effective upon
enactment of this legislation); and (2) where the services are
provided under an arrangement with a physical therapist the
program payment could not exceed an amount equal to the salary
which would have been payable if the services had been performed
in an employment relationship (this change would be effective
with respect to services provided in accounting periods of the
respective providers of services beginning after enactment of
this legislation),

(q) Extension of grace period for termination of SMI coverage

The bill would authorize an additional 90-day grace period (over
and above the 90-day grace period authorized under present law)
before termination of supplementary medical insurance coverage.
Such additional grace period would be authorized only in cases
where it can be demonstrated that there was good cause for
failure to pay the overdue premiums within the initial 90-day
grace period. The provision would be effective with respect to
nonpayment of premiums which become due and payable on or after
date of enactment or which become payable within the 90-day
period inunediately preceding enactment.

(r) Extension of time for filing SNI claims

The bill would provide that where a claim under supplementary
medical insurance is not filed before the close of the calendar
year following the year in which the service was furnished (as
prescribed under present law) and where such late filing 15
due to an error on the part of the Government or one of its
agents, the claim would be honored if filed as soon as possible
after the facts in the case are established. This provision
would apply with respect to bills submitted and requests for
payment made after March 1968.

(s) Waiver of enrollment period requirements

The bill would authorize the Secretary to provide equitable
relief (including the designation of special enrollment and
coverage periods as appropriate) in situations where an individual's
enrollment or nonenroflment in the supplementary medical insurance
program is other than it should be because of administrative
error or inaction. This provision would be effective as of July 1,
1966.
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(t) Elimination of 3—year enrollment limit

The bill would eliminate the 3—year deadlines on enrollment and
reenrollment in the supplementary medical insurance program.
As under presents law, individuals who terminate enrollment would
be allowed to reenroll only once. The present enrollment periods

would be retained.

(u) Waiver of recovery of overpayments

The bill would permit an individual entitled to cash social
security or rt1road retirement benefits on the earnings of a
deceased beneficiary to whom or on whose behalf a Medicare
overpayment has been made to qualify for waiver of recovery
of the overpaid amount if he is without fault and if such
recovery would defeat the purposes of title II or would be
against equity and good conscience.

(v) Minimum amount required for hearing

The bill would require that a minimum amount of $100 must be at
issue before an enrollee in the supplementary medical insurance
program will be granted a fair hearing by the carrier.

(w) Collection of SMI premiums by Railroad Retirement Board

The bill would require that for all annuitants or pensioners
under the railroad retirement program (including those who are
entitled to monthly social security benefits), the monthly
premiums for supplementary medical insurance be collected by
the Railroad Retirement Board. The provision would become effective
with premiums becoming due and payable after the fourth month
following enactment of the bill.

(x) Payment for inpatient hospital services furnished to border
residents

The bill would provide for coverage of inpatient hospital services
furnished outside the United States where the beneficiary is a
resident of the United States and where the foreign hospital is
closer to or substantially more accessible from his residence
than the nearest hospital in the United States which is suitable
and available for his treatment. For such beneficiaries, benefits
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would be payable without regard to whether an emergency existed
or where the illness or accident occurred and only with respect
to inpatient services furnished by a hospital which has been
accredited by the Joint Commission on Accreditation of Hospitals
or by a hospital—approval program having essentiaLly ccnparable
standards. This amendment would apply with respect to admissions
occurring after December 31, 1970.

Present law provisions covering emergency inpatient hospital
services furnished outside the United States to beneficiaries
other than those who would be affected by the above change
would be retained. Payment for all covered hospital services
furnished outside the United States would be made on essentially
the same basis as payment for emergency services furnished by a
nonparticipating hospital within the United States.

(y) Study of chiropractic services

The bill would provide for a study of chiropractic services
furnished under title XIX to determine whether, and to what
extent, chiropractic services should be covered under part B
of title XVIII. The study would be conducted by the Secretary,
who would report his findings and recumendations to the Congress
within 2 years after enactment of the bill.
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3. FINANCING OF SOCIAL SECURITY BILL

To meet the cost of the proposed changes in the cash benefits program
and to meet the present actuarial deficit in the hospital Insurance
program, the contribution and. benefit base would be Increased from
$7800 to $9000 (effective January 1, 1971), and the contribution
rate schedules for the cash benefits and hospital insurance parts of
the program would be revised. For employers and employees, the com-
bined rates for cash benefits and hospital insurance would be the
same as present law for 197]. and 1972 and slightly less than present
law for 1973 and 1974. For the self-employed, the combined contribu-
tion rate would be less than under present law for 1971 through 1974.
The ultimate contribution rate for cash benefits and hospital Insurance
would be 6.5 percent each for employers and employees, effective for
1980 and after, and 8.0 percent for the self-employed, effective for
1975 and after.

The contribution rate schedules under present law and under the
Committee Bill are as follows:

OASDI HI Total
Present Commi Present Committee Present Committee

Period Law Bill Law Bill Law Bill

Fnployer-nployee, Each

1971-72 4.6% 4.2% .6% 1.0% 5.2% 5.2%
1973-74 5.0 4.2 .65 1.0 5.65 5.2
1975 5.0 5.0 .65 1.0 5.65 6.0
1976-79 5.0 5.0 .7 1.0 5.7 6.0
1980-86 5.0 5.5 .8 1.0 5.8 6.5
1987 and after 5.0 5.5 .9 1.0 5.9 6.5

e1f-nployed
1971-72 6.9% 6.3% .6% 1.0% 7.5% 7.3%
1973-74 7.0 6.3 .65 1.0 7.65 7.3
1975 7.0 7.0 .65 1.0 7.65 8.0
1976-79 7.0 7.0 .7 1.0 77 8.0
1980-86 7.0 7.0 .8 1.0 T.8 8.o
1987 and after Lu 7.0 .9 1.0 7.9 8.0
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Disability Insurance Trust Fund

The bill would revise the allocation of contribution income between
the old-age and survivors insurance and disability insurance trust fund.
Under present law, 1.10 percent of taxable wages and 0.825 of 1. percent

of self-employment income are allocated to the disability insurance

trust fund. The allocation under the bill would be as follows:

Percent of Percent of

Calendsr Year Taxable Wa Self-np1oyment Income

l971-T 0.90 0.6750
1975-79 1.05 0.7875

1980 and after 1.15 0.8625



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

Ways and Means Committee Bill

First-year benefit costs and number of persons affected, by provision

Provision

Additional
benefit payments
in first 12 months

(in millions)

Present-law
beneficiaries
immediately
affected 1/

(in thousands)

Newly
eligible

persons 2/
(in thousands)

5% benefit increase $1,700 26,200 3/ 6

Modified retirement test Ii-/ i#75 900 100

Age 62 computation point 925 10,200 60

100% of PIA for widows and widowers 700 3,300 --
Noncontributory credits for military
service after 1956 35 130 --

Election to receive larger future benefits
by certain beneficiaries eligible for
more than 1 actuarially reduced benefit... io 100 --
Children disabled at ages 18-21 10 -- 13

Liberalized disability insured status
requirement for the blind 25 -- 30

Liberalized workmen's compensation offset.. 7 55 5

Eliminate support requirement for divorced
wives and surviving divorced wives 15 -- 10

Actuarially reduced benefits to widowers
at age 60 I 5/

for the effectivePresent-law beneficiaries whose benefit
the provision.

2/ Persons who cannot receive a benefit under present law for the effective
would receive a benefit for such month under the provision.

3/ Noninsured persons aged 72 and over.
I/ Additional benefit payments represent benefits for months in calendar year 1971. Some

900,000 persons who will receive some benefits for months in 1971 under present law would
receive edditional benefits under the provision; about 100,000 persons who will receive no
benefits for months in 1971 under present law would receive some benefits under the provision

5/ Less than $500,000 in edditional payments; less than 500 newly eligible widowers.

Note. --The above figures are not edditive because the time periods are not uniform and because
a person may be affected by more than one provision.

month, but who

Office of the Actuary- -Baltimore
May II, 1970
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H 4640 CONGRESSIONAL RECORD — HOUSE May 21, 1970

I have a telegram from the Caliiorn.Ia
Association of Nursing Homes, which
says:

WASHINGTON, D.C., May 15, 1970.
Hon. H. ALI.EN SMITH.
House of Representatives,
Washington, D.C.:

(The bill grants increases to social security
beneficiaries and at the inine time limits
welfare patients (large percentage of which
are senior citizens) to ninety days nursing
hOme care after which Federal percentage of
matching funds is reduced thirty-three and
one-third percent and hospital and mental
hospital benefits similarly reduced after
sixty days.)

This will cost our State several million dol-
lars in matching funds and may result in our
State plan being out of compliance with the
Department of Health. Education, and Wel-
fare. Although House Ways and Means held
two seti of hearings im'the titles 18 and 19
amendments, these provisions were never
discussed because they were submitted by
HEW long after the hearings closed. We be-
lieve in view of all this HIt. 17550 should not
have gag rule—should have eight hours of
debate with certain floor amendments al-
lowed.

CALIFORNIA AssocIArtotS OF NURSING
HOMES, SANITARIUMS. REST HoMEs
AND Horsxs FOR TME AGED.

SACRAMENTO, CALIF.

raLso have a telegram from an indi-
vidual which says:

BURBANK, CALIF.
Hon. H. ALLEN SMITH,
House of Representatives,
Washington, D.C.:

HIt. 17550 due Wednesday crime against
old, sick, needy vote no. Cossmunity watch-
ing your stand..

KATHERINE ARTy.
Governor.Reagan said:

WASHINGTON, D.C., May 19, 1970.
Hon. H. ALLEN SMITH,
Rayburn Building,
Washington, D.C.:

We understand that the Social Security
amendments (H.R. 17550) will be considered
by the House this week, if a rule is granted.
The California Dept. of Health Care Services
estimates that, In its present form the bill
contains the provisions of HR. 16654 (for-
merly H.R. 16264) which would increase
State costs in fiscal 1970-71 by $20.4 million.

We understand Congress desire to re-
duce expenditures in the title XIX (medic-
aid) program. As you may know. California,
has taken action this year to contain the
ever increasing financial pressures in the
medical program. We support continued ef-
forts to contain medical care costs at the
national level. We are concerned, however,
that the change in Federal participation is
not a true cost reduction measure. While It
does no doubt reduce Federal ezpendituree, it
does so in a way that shifts the fiscal bur-
den to the States. Furthermore, the 235 mfl-
lion saved is earmarked by Bureau o Budget
to help defray fiscal 1971 start up costs of
Welfare Reform Act which Is still a long way
from law. We request that you withhold sup-
port of this portion of H.R. 17550.

RONALD REAGAN,
Governor, State of California.

Based upon thosepl talked to a num-
ber of people yesterday, and this Is the
information I wanted to bring to the
attention of the chairman of the Ways
and Means Committee so that he can
appropriately clear the record regarding
it.

The individuals I talked to yesterday
stated:

The proposed amendmenC to title xix
would be—

First, an increase in the Federal
matching percentage by 25 percent for
outpatient hospital services, clinic serv-
ices and home health services;

Second, a decrease in the Federal per-
centage by one-third after the first 60
days of care—in a fiscal year—in a gen-
eral or TB hospital;

Third, a reduction in the Federal per-
centage by one-third after the first 90
days of care in a skilled nursing home;

Fourth, a decrease in Federal match-
ing by one-third after 90 days of care in
a mental hospital and provision for no
Federal matching after an additional
275 days of such care during an Individ-
ual's lifetime; and

Fifth, authority for the Secretary to
compute a reasonable cost differential
for reimbursement purposes between
skilled nursing homes and intermediate
care facilities.

My conclusion, from what they stated
was that the States must then take ac-
tion to—

First. Absorb the fiscal impact with
State and local funds, or

Second. Reduce overall medicaid befle-
fits, or

Third. Reduce skilled nursing home
benefits regardless of patient need, or

Fourth. Classify patients as "inter-
mediate care" or "custodial." Many
States do not have an Intermediate care
program. Some States with an inter-
mediate care program have already clas-
sified nursing homes and patients as
intermediate care on a wholesale basis
without regard to required standards or
patient needs. The Feredal financial as-
sistance in intermediate care Is limited
to grant-in-aid recipients. Medical-as-
sistance-only patients in the medicaid
program would not be eligible for Fed-
eral assistance in intermediate care
facilities.

Mr. Speaker, I have attempted to check
on these statements, and I hav.e-come to
some personal conclusions.

It looks like the language they are
questioning is found in the bill on page
83 begInning on line 21, and continuing
through line 16 on page 87. In the com-
mittee report a discussion of this lan-
guage is found bvglnning at (e) at the
bottom of page 38 and continuing on
page 39.

What the bill does is to attempt to en-
courage the several States to more em-
ciently and less expensively use the Medi-
care and medicaid programs. To do this
the bill provides for an Increase In Fed-
eral matching funds by 25 percent for
outpatient hospital servIces, clinical
health services and home health services.
At the same time, the bill decreases the
Federal matching share payments by
one-third after a patient's first 60 days In
a general or TB hospital.

Also reduced by one-third is the Fed-
eral matching share after the first 90
days of patient care in a skilled nursing
home or a mental hospital.

The reductions in Federal matching
funds for Institutional care, coupled with
the increase In Federal matching funds
for out-of-hospital patient care, reflects
the bill's intention to cut costs of these
programs.

The Ways and Means Committee has
also received information concerning the

average length of stay and similar sta-
tistics indicating that their cutoff is more
than reasonable.

The nursing homes, however, state that
they are in a box. Their position is that
a number of patients need more tare
than an arbitrary 90-day period, that
most nursing homes must operate at be-
tween 80 and 85 percent continuous bed
capacity in order to make it economi-
cally. They fear that when patients are
cut off from full Federal assistance after
90 days that new patients will not be
availablu to fill the beds at the higher
Federal matching payment level for a
new 90-day period.

With the generally tight budget
straits that most States find themselves
in at the present, time, it would seem to
me rather unlikely that the States will
try to pick up the slack caused by the re-
duction in the Federal percentage. As
Governor Reagan pointed out, it could
cost California $20.4 million the first
year. Therefore, it does seem likely the
States will cut back to the Federal level,
thus reenforcing the fears of the nursing
home people with respect to their eco-
nomiç situation.

So there is a dilemma here. Any cutoff
will be arbitrary. Some indigent patients
with no means of support and a disease
requiring skilled nursing home care over
a period exceeding 90 days probably are
going to have some problems. Either the
patient will have to pay $30 a day out of
his own pocket, or, if he Is unable to do
it, probably the nursing home will have
to pay or absorb it. Obviously patients in
that condition will not be turned into the
street.

Without being critical, I imagine there
are some patients in these skilled nursing
homes today who could well be moved
out before the 90 days but they are not
moved out in order to keep the beds full
and to keep the Federal funds corning In.

However, I do suggest that some langu-
age might be considered to provide a
waiver of the 90-day rule. It could pro-
vide for a medical review of any case
where the doctor In charge believes that
additional skilled care Is required.

It seems thatsome cutoff date, reason-
ably arrived at, should be instituted in
order that the Federal Government can
assure some control over the expenditures
of the Federal matching fund program.

While the nursing home people can
make a case for possible future impair-
ment of income due to the 90-day cut-
off In the bill, I raise a question as to
whether or not the constant clamor of
patients to get into hospitals and the
resulting overflow will not continue to
provide for the skilled nursing home in-
dustry a continous flow of patients who
are well enough to leave a hospital but
still will require regular doctor and nurs
ing care.

Obviously, no legislation can be per-
fect. There are some bad parts In this
bill, but there are a number of very,
very good provisions.

Mr. Speaker, if either the distinguished
chairman of the committee or the raflk-
Ing minority member wish to make any
comments In connection with this, I will
be more than pleased to yield to them.
If not, I reserve the balance OX my time.
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Mr. BOILING. Mr. Speaker, I yield 5

minutes to the gentleman from Texas
(Mr. PICKLE).

(Mr. PICKLE asked and was given per-
mission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Speaker, I have some
strong reservations about portions of this
particular bill, H.R. 11550. I want to ask
some questions that I think should be
answered before we proceed with the
rule. I have just now been able to reach
the floor and I have not therefore heard
all of the discussion of the two speakers
who preceded me. I hope I am not re-
peating In some of these questions which
concern me, but I think they ought to be
discussed by this body.

I have received considerable corre-
spondence and many telegrams from the
skilled nursing homes in my district. I
am sure many of my colleagues have re-
ceived a similar number of protests or
expressions of concern. These nursing
homes and my Texas State Department
of Welfare are concerned about section
225 of this bill, which deals with the es-
tablishment of incentives for States to
emphasize outcare under the medicaid
program. This provision, among other
things, provides for the cutback of one-
third of the Government's share of
matching funds for every patient who
stays In a skilled nursing home after 90
days. In Texas the Federal Government's
share is two-thirds of the cost and the
State's share is one-third. In some States
the Federal Government's share is even
greater. I believe it Is in the State of
Arkansas.

My concern Is with regard to these pa-
tients who are still ill and require care
after 90 days. Where are they going to go
when the money is cut off? The Texas
State Department of Welfare Is already
having severe trouble meeting its In-
crea,sed financial requirements. They are
not sure that they can make up this loss
of one-third of the Federal funds. So if
the States cannot make up for the lost
funds, then where are the sick and the
elderly poor going to be cared for after
90 days?

Now, I suppose and I understand that
ft Is Intended that some of the patients
can be placed in Intermediate care cen-
ters, but I do not see any assurance here
that there are near enough of these In-
termediate care facilities to handle all
of these people who are going to be
turned out of these skilled nursing homes
after 90 days.

Also, where is the State going to get
the money to care for the person whose
health condition is so poor that he re-
quires nursing care for a period longer
than 90 days?

I certainly do not see why or how 90
days was picked as the cutoff point. It
sounds as though that is an arbitrary
number of days to me. How can we say
everyone ought to be weU enough to leave
a skilled nursing home after 90 days?

The stated purpose of this bill Is to
encourage the States to ull1ze less ex-
pensive care than the skilled nursing
home, such as the Intermediate care cen-
ters. I want to know where is the money
going to come from to pay for this In-
creased use of these health care centers,
these intermediate care centers.
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Does it say in this bill that the Fed-
eral eovernment is going to Increase the
amount of matching funds that It is now
putting Into Intermediate care centers,
how much those Intermediate care cen-
ters are going to cost the State, and
where are they going to get the funds
even if the Federal Government In-
creases Its share to the Intermediate f a-
dUties? I am still concerned about where
the States are going to get the funds with
which to obtain the skilled, nursing care
for a period of more than 90 days.

Mr. KAZEN. Mr. Speaker, will the
gentleman yield?

Mr. PICKLE. I yield to the gentleman
from Texas.

Mr. KAZEN. The gentleman It seems
to me is confusing two issues. The inter-
mediate care centers are not the same
thing as your skilled nursing institutions.
You cannot substitute one for the other.
In rural areas you do not even have
enough nurses to staff the hospitals, and
a lot of our hospitals are losing their af-
filiation with the medicare program as a
result thereof. Where In the world
would these people go if this skilled
nursing service is denied them?

The SPEAKER. The time of the gen-
tleman from Texas has expired.

Mr. PICKLE. Mr. Speaker, I wonder if
the gentleman from Missouri would yield
to me 5 additional minutes?

Mr. BOLLING. The gentleman desires
5 additional minutes?

Mr. PICKLE. Yes.
Mr. BOILING. I would be delighted to

yield the gentleman 5 additional minutes.
Mr. KAZEN. Mr. Speaker, if the gen-

tleman would yield further, I would re-
mind the gentleman that there is no sub-
stitute for the skilled nursing program.
Certainly the majority of the people that
are in the skilled nursing facilities re-
quire more than the 90 days' care. In
Texas alone I was advised this morning
that this program Is going to cost the
State $33 million to begin with and they
do not know where they are going to get
it. Mr. Speaker, I commend the gentle-
man from Texas for his remarks and
wish to associate myself with his position.

Mr. PICKLE. If I may respond to the
gentleman, Mr. KAZEN, I am not con-
fused; at least, I do not think I am con-
fused about the difference between the
skilled nursing 1-jomes and Intermediate
care centers. I was advised yesterday
that within the next year and a half.
the next 18 months; it will cost Texas
nearer the figure of $60 millipn but I do
not have the comparative figures for the
various other States.

Mr. FUQUA. Mr. Speaker, will the
gentleman yield?

Mr. PICKLE. I yield to the gentleman
from Florida.

Mr. FUQUA. I want to thank the
gentleman for bringing this to the at-
tention of the House because this Is a
very Important matter and I want to
associate myself with the remarks that
the gentleman has made.

I want to support this bill. However,
this is a very unfair provision. It will
work a hardship on our States, especial-
ly In view of the fact that there has been
no advance notice and many of the State
legislatures are not In session. However,
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they are going to have to come up with
this mouey. I see no way possible where-
by they can make up the deficit they
Will be required to make If this particu-
lar section Is enacted.

I would hope we could amend the rule
In order to debate this partIcular issue
and not have to depend entIrely upon a
motion to recommit.

Mr. MIlLS. Mr. Speaker, will the
gentleman yield to me at. this point?

Mr. PICKLE. I shall yield to the dis-
tinguished gentleman from Arkansas to
make a statement but before I yield to
the gentleman I want to ask, What are
we going to do with the nursing home
industry, when we suddenly say to them,
"We re not going to pay for any of this
care after 90 days." This is a little harsh
and constitutes a sudden requirement
which they have got to meet. I am sure
that there is some truth to the state-
ment that some of the skilled nursing
homes have either abused or have kept
some of the patients In the home longer
than, say, the 90 days that you have
arbitrarily set In this bill. Perhaps, they
have kept them there longer than neces-
sary, I know in some cases up to 800
days. But to say In this bill, without a
chance to amend it In order to get at
the problem involved In carrying out the
Intent of the provision and that we have
got to take it all, does violence to the
skilled nursing home problem. I am con-
cerned that if this rule is adopted we
will have no chance to amend It or to
work on it. We are not dealing with the
tax aspect. We are talking about the
skilled nursing care problem.

Mr. STUBBLEFIELD. Mr. Speaker,
will the gentleman yield?

Mr. PICKLE. I yield to the gentleman
from Kentucky.

Mr. STtJBBLEFIELD. Mr. Speaker, I
thank the gentleman from Texas for
yielding, and I want to associate myself
'with the remarks being made by the gen-
tleman from Texas. I too am deeply con-
cerned about this bill, because the Ken-
tucky State Legislature does not meet
again for 2 years, and I do not know
where in the world they are going to get
the money to handle this Situation.

Mr. PICKLE. Mr. Speaker, I would say
to the gentleman from Kentucky that I
think the problem that his State Is faced
with is the same one all the States are
facing, and they are certainly becoming
alarmed about this situation.

Mr. MILLS. Mr. Speaker, will the gen-
tleman yield?

Mr. PICKLE. I yield to the gentleman
from Arkansas.

Mr. MILLS. Mr. Speaker, I thank the
gentleman for yielding, and I am not
going to accuse the gentleman's State of
being In the same category as some of
the other States In the administration of
this program, but if the gentleman Is tell-
ing the House that this nieans a $30
million. Increase in the cost to the State
then it simply means that the gentle-
man's State is not going to correctwhat
we have found to be a real problem in
connection with the Federal -costs In
these nursing homes. There Is un-
doubtedly more overutilization In the
skilled nursing homes thkn there is any-
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where else when we hear about this
problem because in many instances they
keep people in these skilled nursing
homes for long periods oI time when the
facts are, In a great majority of the
cases, that the patient or the individual
would be just as well off In the inter-
mediate care-type nursing home, which
is the type nursing home in the gentle-
man's State and my State that is in the

Mr. PICKLE. Mr. Speaker, our State
is willing to cooperate in trying t find
a better answer to the nursing problems,
but for this particular Committee on
Ways and Means to come out and tell
us you are going to make this a 90-day
cutoff period because of these alleged
abuses, and not give them a chance to
work out some other solution, is an un-
fair position to put the States in.

Price, Ill. Schneebeli Vanik
Pryor, Ark. Schwengel Vigorito
Pucinski Shipley Watkins
Qule Sisk Watts
Railsback Smith, N.Y. Whalen
ReS Snyder WidnaU
Reid, Ill. Springer Williams
Rhodes Staggers Wilson, Bob
Rivers Stanton Wilson,
Robison Steed Charles H.
Rodino Steiger, Ariz. Wyatt
P.ooney, N.Y. Talcott Wylie
Rostenkowski Teague, Calif. Wyman

big majority.
These skilled nursing homes are the

skilled nursing homes that require a

Mr. MILLS. It is the same kind of
limitation we have with respect to med-
icare and have had since its inception.

Ruppe Thompson, Ga. Zablocki
Ruth Thomson, Wis. Zion
Sandman Udall Zwach
Satterfield Dilman

nurse around the clock. The patient who Mr. PICKLE. I hope, Mr. Speaker, Scherle Vander Jagt
is there is supposed to have a doctor, that this rule may not be adopted so NAYS—181
maybe not every day, but on certain oc-
casions. If they do not need that degree
of care, then why continue to pay for that
type of care when the other care will do
them just as much good?

The SPEAKER. The time of the gen-
tieman has again expired.

Mr. PICKLE. Mr. Speaker, will the
gentleman from Missouri yield me 2 ad-
ditional minutes?

Mr. BOLLING. Mr. Speaker, I yield 2
additional minutes to the gentleman
from Texas.

Mr. MILLS. If the gentleman will yield
further, these are the facts that we
have found in our investigations,

Mr. PICKLE. I thank the gentleman
for the additional time, because I want
to respond to the gentleman from Ar-
kansas on this matter.

that we will have a chance to send it
back to committee, and have a chance
to work on this particular section on
the nursing program.

The SPEAKER. The time' of the gen-
tieman has again expired.

Mr. BOLLING. Mr. Speaker, I move
the previous question on the resolution.

The SPEAKER. The question is on or-
dering the previous question.

The question was taken; and the
Speaker announced that the ayes ap-
peared to have it.

Mr. PICKLE. Mr. Speaker, I object
to the vote on the ground that a quorum
is not present and make the point of
order that a quorum is not present.

The SPEAKER. Evidently a quorum
is not present.

The Doorkeeper will close the doors,

Abernethy Haley Poage
Adams Hanna Podell
Anderson, Harrington Powell

Calif. Harsha Preyer, NC.
Andrews, Ala, Hathaway Price, Tex.
Andrews, Hawkins Purcell

N. Dak. Hébert Quillen
Ashbrook Hechler, W. Va. Randall
Bennett Heckler, Mass. Rarick
Bevill Eelstoski Reid, N.Y.
Blatnik Henderson Reuss
Brademas Hicks Riegle
Brinkley Horton Roe
Brock Howard Rogers, Fla.
Brooks Hungate Rooney, Pa.
Broomfield Jarman Rosenthal
Brotzman Jones, NC. Roth
Burton, Calif. Karth Roybal
Cabell Kastenmeier Ryan
Caffery Kazen St Germain
Camp King Schadeberg
Carter Koch Scheuer
Casey Kuykendall Scott
Clawson, Del Kyros Sebelius
Cleveland Lennon Shriver
Collins Lloyd Sikes

I can report to the gentleman that my
State has reported to me it will cost them
In our State a very large sum of money,
whether $30 million or $60 million, I am
not sure, and it does concern them.

Mr. MILLS. If the gentleman will yield
further, It could not cost that much
money because, in the first place, there
is not that much money involved in it.

Mr. PICKLE. I am more apt to believe
that my State knows as much what they
are talking about as the gentleman does.

Mr. MILLS. They do not in this in-
stance.

Mr. PICKLE. The second thing is this:
I 'have said that there may be some
abuses in these skiled nursing homes—

Mr. MILLS. A whole lot of it..
Mr. PICKLE. I have some familiarity

with the problem. I too sometimes won-
der if they should keep them that num-
ber of days,' and if it is not too long. But
this bill is going to arbitrarily select a
date of 90 days, and then turn them out.
Well, that creates a big problem. I have
no assurance that in my State there are
enough of these intermediate care cen-
ters, and of those that we have they are
already overloaded. All you are going to
dols put more money into this particular
sector. You do not really cure the prob-
lem. You dá not give us any chance to
work out this problem when you adopt
this rule that is a closed rule.

Mr, MILLS. If the gentleman will
yield further; if the gentleman's State
does not change any of its present prac-
tices with respect to thls,.program there
would be an additional cost on your
State of around $3 million. But the whole
purpose of it Is to avoid this cost to the
Federal Government and to the State
governmentsthrough elimination of this

the Sergeant-at-Arms will notify absent
Members, and the Clerk will call the roll.

The question was taken; and there
were—yeas 201, nays 181, not voting 47
as follows:

[Roll No. 1321
YEAS—2o1

Abbitt Cunningham Hull
Adair Daniel, Va. Hunt
Addabbo Daniels, N.J. Hutchinson
Albert Davis, Wis. Ichord
Alexander Delaney Johnson, Calif.
Anderson, Ill. Dellenback Johnson, Pa.
Annunzio Denney Jonas
Arends Dent Jones, Tenn.
Baring Devine Kee
Barrett Dingell Keith
Beall, Md. Duiski Landrum
Berry Dwyer Langen
Betts Edmondson Latta
Biaggi Edwards, Ala. Lukens
Biester Eilberg McCbory
Blackburn Erlenborn McCloskey
Blanton Eshleman McCulloch
Boggs Evins. Tenn. McDade
Boland Fallon McDonald,
Bolling Fascell Mich.
Bow Feighan Madden
Brasco Findley Mailliard
Bray Fish Marsh
Brown, Ohio Flood Martin
Broyhill, N.C. Flowers Mathias
Broyhill. Va. Ford, Gerald R. May
Buchanan Frelinghuysen Mayne
Burke, Fla. Friedel Meskill
Burke, Mass. Fulton, Tenn. Michel
Burleson, Tex. Garmatz Miller, Ohio
Burlison, Mo. Gibbons Mills
Burton, Utah Gilbert Minshall
Button Goodling Miss
Bymes, Wis. Gray MizeU
Carey Green. Pa. Molbohan
Cederberg Griffiths Moorhead
Celler Gubser Morgan
Chamberlain Hagan Morton
Chappell Hall Mosher
Clancy Halpern Murphy, Ill.
Clark Hamilton Murphy, N.Y.
Clausen Hammer- Myers

Don IL schmidt Nedzi
Collier Hanbey Nelsen
Conable Hansen. Idaho Nix
Corbett Hansei. Wash. Olsen
Corman Harvey O'Neal, Ga

Conte Long, La. Skubitz
Conyers Long, Md. Slack
Culver Lowenstein Smith, Calif.
Daddario LuJan Smith, Iowa
de la Garza McClWe Stafford
Dennis McEwen Steiger, Wis.
Derwinski McFall Stephens
Dickinson McKneally Stratton
Diggs McMillan Stubblefteld
Donohue Macdonald, Stuckey
Dorn Mass; Sullivan
Dowdy Mahon Taft
Downing Mann Taylor
Duncan Meeds Teague, Tex.
Eckhardt Meicher Thompson, N.J.
Edwards, La. Mikva Van Deerlin
Esch vIinish Waggonner
Evans, Cob. Mink Waldie
Farbstein Monagan Wampltr
Fisher Montgomery Watson
Flynt Morse Weiclçer
Foreman Moss Whalley
Fountain Natcher White
Fraser Nichols Whitehurst
Frey Obey Whitten
Fulton, Pa. O'Hara Wiggins
Fuqua O'Konski Winn
Galillanakis O'Neill, Mass. Wold
Gaydos Passman Wolff
Gettys Patman Wright
Giaimo Patten Wydler
Gonzalez Pelly Yates
Griffin Philbin Yatron
Gross Pickle Young
Grover Pike
Gude Pirnie

NOT VOTING—47
Anderson, Dawson McCarthy

Tenn. Edwards, Calif. MacGregor
Ashley Foley Matsunaga
Aspinall Ford, Miller, Calif.
Ayres William D. Ottinger
Belcher Gallagher Pollock
Bell, Calif. Goldwater Rejfe
Bingham Green, Oreg. Roberts
Brown, Calif. Hays Rogers, Cob.
Brown, Mich. Tacobs Roudebush
Bush Jones, Ala. Saylor
Byrne, Pa. Kirwan Stokes
Chisholni Kieppe Symington
Clay Kluczynski Tlernan
Cohelan Kyl Tunney
Colmer Landgrebe
Davis, Ga. Leggett

So the previous question 'was ordered.
abulve overutillzation, and I am sure
the gentleman would want that done for
his taxpayers.

Coughlin Hastings Pepper
Cowger Hogan Perkins
Cramer Holifleld Pettis
Crane Hosmer Poff

The Clerk announced the following
pairs.

On this vote:
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Mr. Hays for, with Mr. Edwards of Calf-
fornia against.

Mr. Colmer for, with Mr. Brown of Calf-
fornia against,

for, with Mr. Obs1't8

Mr. Asplnall for, with Mr. Stokes against
Mr. Rogers of Colorado for, with Mr. BIng-

ham against.
Mr. Matsunaga for, with Mrs. Cblsholm

against.
Mr. Byrne of Pennsylvania for, with Mr.

Clay against.
Mr. Miller of California for, with Mr. Ot-

tinger against.
Mr. Landgrebe for, with Mr. McCarthy

against.
Mr. Kyl for, with Mr. Leggett against,
Mr. Roudebush for, with Mr. Foley against.
Mr. Kirwan for, with Mr. Symington

against,
Mr. Reifel for, with Mr. Goldwater against,

Until further notice:
Mrs. Green of Oregon with Mr. Ayres.
Mr. Jones of Alabama with Mr. MacGregor.
Mr. Tunney with Mr. Pollock.
Mr. Dflvls of Georgia with Mr. Bush.
Mr. Ashley with Mr. Saylor.
Mr. Tiernan with Mr. Belcher.
Mr. William D. Ford with Mr. Brown of

Michigan.
Mr. Cohelan with Mr. Bell of California.
Mr. Jacobs with-Mr. Dawson.
Mr. Anderson of Tennessee with Mr.

Kleppe.

Messrs. FISHER, MAHON, HECHLER
of West Virginia, ECKHARDT, FRASER,
MONAGAN, WHALLEY, and liAR-
RINGTON changed their votes from
"yea" to "nay."

Mr. TEAGtTE of California and Mr.
BIAGGI changed their votes from "nay"
to "yea."

The result of the vote was announced
as above recorded.

The doors were opened.

Mr. BURTON of California. Mr.
Speaker, as I understand the situation, if
the rule is rejected, then that would leave
us an effective opportunity to restore the
current Federal matching to the Sintes
for certain nursing home care after 90
days; is that correct, Mr. Speaker?

The SPEAKER. The Chair under-
stands the gentleman's question, but the
Chair must state that that Is not a par-
llamentax'y Inquiry.

PARLIAMENTARY INQUIRY

Mr. BOLLING. Mr. Speaker, a parlia-
mentary Inquiry.

The SPEAKER. The gentleman will
state his parliamentary Inquiry.

Mr. BOLLING. As the manager of the
rule, would I be correct in stating that
the parliamentary situation would be
that if this rule were defeated, the bill
made In order by the rule, namely, the
increase in social security, could not
come up?

The SPEAKER. The Chair will state
that that Is a matter of procedure
and a question for ths gentleman from
Arkansas.

Mr. BOLLING. Mr. Speaker, a further
parliamentary inquiry.

The SPEAKER. The gentleman Will
state it.

Mr. BOLLThTG. If the rule making In
order the bill which is provided for by
the rule were defeated, the bill would not
be In order?

The 'SPEAKER. The Chair will state,
without passing upon the question at this
point as to whether or not this would be
a privileged bill, that if the rule should
be rejected the hill would not come up at
this time.

Mr. BYRNES of Wisconsin. Mr. Speak-
er, will you permit me to comment on the
fact that the report on this bill did not
comply with the Ramseyer rule, so an
objection could be made to bringing up
the legislation unless there is a rule
waiving that point of order.

Mr. M]LLS. That Is exactly the point
of the gentleman from Missouri.

The SPEAKER. The Chair has ruled
that a quorum evidently is not present.

Eckhardt Long, Md. Roe
Edmondson Lujan Rogers, Fla.
Edwards, Ala. Lukens Rooney, N.Y.
Ellberg McClory Rooney, Pa.
Erlenborn McCloskey Rosenthal
Esch McClure Rostenkowskl
Eshleman McCuiloch Roth
Evans, ColD. McDade Ruppe
Evins, Teun. McDonald. Ruth
Failon Mich. Ryan
Farbstein McEwen St Germain
Fascell McFall Sandman
Feighan Macdonald, Satterfield
Findley Mass. Schadeberg
Fish Madden Scherle
Flood Mailliard Scheuer
Flowers Marsh Schneebeli
Ford, Gerald It. Martin Schwengel
Ford, Mathias Scott

William D. May Sebelius
Fountain Mayne Shipley
Frelinghuysen Meeds Shriver
Friedel Meskill Sikes
Fulton, Pa. Miller, Ohio Sisk
Fulton, Tenn. Mills Skubitz
Galiflanakis Minish Slack
Gallagher Mink Smith, Calif.
Garmats Minshall Smith, Iowa
Gaydos Mollohan Smith, N.Y.
Giaimo Monagan Snyder
Gibbens Moorhead Springer
Gilbert Morgan 8taord
Goodling Morton Staggers
Gray Mosher Stanton
Green, Or5. Moss Steed
Green. Pa. Murphy, Ill. Steiger, Arts.
Griffiths Murphy, N.Y. Steiger, Wis,
Grover Myers Stratton
Gubser Natcher Sullivan
Gude Nedzj Taft
Halpern Nelsen Talcott
Hamilton Nix Teague, Calif.
Hammer- O'Hara Thompson, Ga.

schmidt O'Konski Thomson, WIs.
Hanley Olsen tjdall
Hanna O'Neal, Ga. Oilman
Hansen, Idaho O'Neill, Mass, Van Deerlin
Harrington Ottinger Vander Jagt
liarsha Patten Vanik
Harvey Pelly Vigorito
Hastings Pepper Wampler
Hathaway Perkins Watkins
Hébert Pettis Watts
Hicks Philbin Weicker
Hogan Pike Whalen
Holifleld Pirnie Whalley
Hosmer Podell Whitehurst
Howard Poff Whitten
Hull Powell Widnall
Hnnt Preyer, NC. Williams
Ichord Price. fll. Wilson, Bob
Jarman Price, Tex. Wilson,
Johnson, Calif. Pryor, Ark. Charles H.
Johnson, Pa. Pucinekt. Winn
Jonas Qule Wolff
Jones, Tenn. Qufllen Wyatt
Karth Rallsback Wydler
Kee Roes Wylie
Keith Reid, fll. Wyman

PRO VIDING FOR CONSIDERATION
OF HR. 17550, SOCIAL SECURITY
AMENDMENTS OF 1970
The SPEAKER. The question is on the

resolution.
The question was taken; and the

Speaker announced that the ayes ap-
peared to have it.

Mr. LONG of Louisiana. Mr. Speaker,
I object to the vote on the ground that
a quorum is not present and make the
point of order that a quorum Is not
present.

The SPEAKER. Evidently a quorum IS
not present.

The Doorkeeper will close the doors,
the Sergeant at Arms will notify absent
Members, and the Clerk will call the roll.

The question was taken; and there
were—yeas 297, nays 83, not voting 49,
as follows:

[Roll No. 1331297
Abbitt Bray Corbett
Adair Brown, Ohio Corman
Addabbo Broyhill, N.C. Coughlin
Albert Broyhill, Vs. Cowger
Alexander Buchanan Cramer
Anderson, Dl. Burke, Fla. Crane
Andrews, Ala. Burke, Mass. Culver
Andrews, Burleson, Tex. Cunningham

N. Dak. Burlison, Mo. Daddario
Annunzio Burton, Utah Daniel, Va.
Arends Button Daniels, NJ.
Barrett Byrnea, Wis. Davis, Win
Beall, Md. Camp Delaney
Bennett Carey Dellenback
Berry Carter Denney
Betts Casey Dent
Bevill Cederberg Derwlnski
Biaggi Celler Devine
Biester Chamberlain Diggs

King Reid, N.Y. Yates
Koch Reuse Yatron
Ruykendsll tbodes Zablocki
Kyros Riegle ZIon
Landuiiin Rivers Zwach
Langen Robison
Latta Rodino

NAY$—83
Abernethy Fraser Mann
Adams Frey Melcher
Anderson, Fuqua Michel

Calif. Gettya Mikva
Ashbrook Gonzales Montgomery
Baring Griffin Morse
Brademas Gross Obey
Brinkley Hagan Passman
Brock Haley Patman
Brookà Hall Pickle
Broomfield Hawkins Poage
Brotzman Hechler, W. Va. Purcell
Burton, Calif. Heckler, Mass. Randall
Cabell Helstoski Rarick
Caffery Henderson Roybal
Chlsholm Horton Stephens
Clawson, Del Hungate 8tuckey
Cleveland Hutchlnson Taylor
Collins Jones,-N,C,. Teague, Tu.
Conte Kastenmelor Thompson, LI.
de la Oai Kasen Waggonner

INQUIRY

Mr. BURTON of California. Mr.
Blackburn Chappell Dlngell
Blanton Clancy Donohue
Bogga Clausen, Dorn

Dennis Lennon Waldie
Dickinson Lloyd Watson
Edwards, La. Long, La. White

Speaker, a parliamentary inquiry.
The SPEAKER. The gentleman

state the parliamentary inquiry.

Boland Don H. Downing
BoIling Collier Duiski
Bow Conable Duncan
Brasco Conyers Dwyer

Fisher Lowenstein Wiggins
Fiynt McKneaily Wold
Foley McMillan Wright
Foremen Mahon Youzg
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NOT VOTING—49

Anderson, Davis, Ga. Matsunaga
Tenn. Dawson Miner, Calif.

Ashley Dowdy Mize
Aspinail Edwards, Calif. MizeU
Ayres Goldwater Nichols
Beicher Hansen, Wash. Pollock
Bell, Calif. Hays Reifel
Blngbam Jacobs Roberts
Blatnik Jones, Ala. Rogers, Cob.
Brown, Calif. Kirwan Roudebush
Brown, Micli. Kleppe Saylor
Bush Kluczynski Stokes
Byrne, Pa. Kyl Stubblefield
Clark Landgrebe Syinlngton
Clay Leggett l'iernan
Cohelan McCarthy Tunney
Colmer MacGregor

So the resolution was agreed to.
The Clerk announced the following

pairs:
Mr. Hays with Mr. Ayres.
Mr. Davis of Georgia with Mr. Belcher.
Mr. Nichols with Mr. Kieppe.
Mr. Matsunaga with Mr. Poliock.
Mr. Miller of California with Mr. Bell of

Oalifornia.
Mr. Byrne of Pennsylvania with Mr. Reifel.
Mr. Kluczynski with Mr. Brown of Michi-

gan.
Mr. Aspinail with Mr. Kyl.
Mr. Syrnlngton with Mr. Mize.
Mr. Roberta with Mr. Bush.
Mr. Rogers of Colorado with Mr. Land-

grebe.
Mr. StubbleSeld with Mr. MacGregor.
Mr. Edwards of California with Mr. Clay.
Mr. Colmer with Mr. Roudebush.
Mr. Blatnik with Mr. Saylor.
Mr. Jones of Alabama with Mr. Mizell.
Mr. Anderson of Tennessee with Mrs. Han-

sen of Washington.
Mr. Tiernan with Mr. McCarthy.
Mr. Tunney with Mr. Goldwater.
Mr. Clark with Mr. Binghani.
Mr. Stokes with Mr. Cohelan.
Mr. Leggett with Mr. Ashley.
Mr. Jacobs with Mr. Dowdy.
Mr. Brown of California with Mr. Kirwan.

Mr. CONYERS changed his vote from
"flay" to "yea."

Messrs. HAGAN and DICKINSON
changed their votes from "yea" to "nay."

The result of the vote was announced
as above recorded.

The doors were opened.
A motion to reconsider was laid on the

table.
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SOCIAL SECURITY AMENDMENTS
OF 1970

Mr. MILLS. Mr. Speaker, I move that
the House resolve itself into the Com-
mittee of the Whole House on the State
of the Union for the consideration of the
bill (H.R. 17550) to amend the Social
Security Act to provide increases in ben-
efits, to improve computation methods,
and to raise the earnings base under the
old-age, survivors, and disability insur-
ance system, to make improvements in
the medicare, medicaid. and maternal
and child health programs with em-
phasis upon improvements in the oper-
ating effectiveness of such programs,
and for other purposes.

The SPEAKER pro tempore (Mr.
PRIcE of Illinois). The question Is on the
motion offered by the gentleman from
Arkansas.

The motion was agreed to.
IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill HR. 17550, with
Mr. DINGELL In the chair.

The Clerk read the title of the bill.
By unanimous consent, the first read-

ing of the bill was dispensed with.
The CHAIRMAN. Under the nile, the

gentleman from Arkansas (Mr. MILLs)
will be recognized for 2 hours, and the
gentleman from Wisconsin (Mr. BYRNES)
will be recognized for 2 hours.

The Chair recognizes the gentleman
from Arkansas.

Mr. MILLS. Mr. Chairman, I yield my-
self 15 minutes.

Mr. Chairman, the general subject of
social security has been the first order
of business before the Ways and Means
Committee for the past 7 months. On
October 15 last the committee began Its
public hearings on all aspects of the
Social Security Act including the old
age, survivors, and disability insurance
programs, the public assistance pro-
grams, uid the medicare and medicaid
programs. This bill, which was unani-
mously reported, is the third separate
bill relating to the social security pro-
gram recommended for action by the
commIttee as a part of Its recent delib-
erations. It completes, as far a,s I know,

the committee's plans for action in the
field of social security for this Congress.

Mr. Chairman, the committee spent
many, many hours In executive session.
We called into executive session many
people who were in a position to be
helpful to us with respect to the matters
we had under consideration in the hear-
ings and which we were then considering
in executive session. At no time did we
fail to consider any of the suggestions
that were made to us either in the hear-
ings or in the executive sessions of the
committee.

Let me very briefly go through some
of the provision of the bill and dwell a
little more at length on one or two of
the provisions that seem to have caused
some degree of concern on the part of
some of the Members today.

Social security payments to the 26.2
million beneficiaries on the rolls and
others who come on the rolls in the fu-
ture would be increased by 5 percent,
beginning with payments for the month
of January 1971. Of course, this pay-
ment generally arrives on the third day
of the month, so it would be received
around the 3d of February 1971. The
benefit increase wouid mean additional
payments of about $1.7 billion in the
first year. Bear in mind that the amount
rises as more and more people retire and
become beneficiaries in the following
years.

In addition, Mr. Chairman, because of
great interest in the matter—not be-
cause of any personal feeling on my part
that it is a good thing, frankly, but be-
cause there is a great deal of Interest—
the committee has again seen fit to raise
the present level of $1,680 per year to
$2,000 per year that one can earn in
employment and still not lose any of his
social security payments. It is estimated
that this will benefit about 900,000 pres-
ent beneficiaries and will make eligi-
ble about 100,000 more persons, and this
in the first year alone will cost around
$475 million.

A provision which was recommended
by the President is included in the bill,
increasing the widow's benefit taken at
age 65 or later from 82.5 percent of the
primary benefit—that is the retirement
benefit which would have been paid to
her husband at age 65—to 100 percent.
That, Mr. Chairman, will provide an Im-
mediate increase to 3.3 mIllion widows
and widowers; it will cost $700 million in
additional benefits for the first 12
months.

Another provision recommended by
the President included in the bill would
provide an age 62 computation point
for men. That provision would apply the
same rule to men that presently is in law
with respect to the computation of bene-
fits for women. The Congresswoman
from Michigan (Mrs. GRnFITHs) and
others told us we were decidedly discrim-
inatory In not making the provision in
present law apply to men as well as to
women. The gentlelady deserves a great
deal of credit for convincing the com-
mittee that this provision was sound and
should be adopted.

What It means frankly, let me take a
moment, is that if It would result in a
higher benefit the person who retires at
65 could include the 3 years of earnings

between 62 and 65 in place of 3 previous
years of earning some time back when
the person was not paying taxes on as
much earnings as he may have done just
before retirement.

So what this provision does is grant
men an additional 3-year dropout in
addition to the 5 years which are pres-
ently in law in determining what the
average income of that person is for
benefit computation pur,poses. This will
help immediately 10.2 million people who
are on the rolls on the effective date,
which in this instance would also be
January 1, 1971.

In addition, it makes eligible 60,000
additional people who would not other-
wise be eligible under existing law. Some
of these are dependents or survivors of
workers as well as the workers them-
selves.

Under present law, if a woman applies
for a retirement benefit prior to age 65,
which she can do on a reduced basis,
she can get that benefit on the basis of
her own work record. Then at age 65, if
she applies for a benefit based upon her
spouse's record, the law now requires that
amount of the spouse's benefit be reduced
because of the period—up to 3 years—
that she has been drawing benefits on
her own.

The gentleman from Wisconsin (Mr.
BYRNES) called this situation to the at-
tention of the committee, and pointed
out that there are some 100,000 bene-
ficiaries who would be immediately af-
fected by the provision, and that it was
simple equity to do what we are doing
here. It does not cost as much as many of
the other changes. In this instance it is
about $10 million in the first year.

We have eliminated the test we have
in the present law in regard to the sup-
port requirements for divorced women—
this I will not go into at the moment.

The insured status requirement for
disability insurance for individuals who
are blind has been amended and liberal-
ized, and I will describe this item in detail
later.

Disability benefits under present law
are affected by the receipt of workmen's
compensation when a person gets work-
men's compensation and also disability
benefits. Both of these benefits are paid
for, in one instance altogether by his
employer and in the other by the worker
and his employer. He cannot get com-
bined payments under both programs of
more than 80 percent of the average
current earnings be had just before be-
coming disabled. We have changed that
in the bill to 100 percent. We say he can
get up to 100 percent of his average earn-
ings—adjusted to take account of rising
wage levels—for the 5 years prior to the
time he became disabled. That, too, is
helpful to many people on disability.

Additional wage credits for the mem-
bers of the uniformed services are pro-
vided in the bill. We are providing them
for the benefit of those who have been
in the service from 1957, when military
service first came under social security,
through 1967. Present law provides for
such credit for such service after 1967.
There are approximately 130,000 bene-
ficiaries who will be immediately af-
fected. and there Is a cost of s,me $35
million in the first 12 months.
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There are other amendments I will not

take time to mention now but will ex-
plain later in some detail. I want now to
get into the medicare and medicaid con-
tained in the bill.

These two programs have caused me
considerable worry. I know that is true
of other members of the committee and
of other Members of the Congress, frank-
ly. It has been utterly impossible for us
to make any degree of accurate predic-
tion with respect to the cost of medicare
on the one hand. On the other hand, we
are hopelessly involved in medicaid with
no way in the world of making any de-
termination whatsoever as to what the
cost is going to be. The States determine
those costs.

Here is an open-ended proposition.
We tell the States to set the standards,
to decide who is eligible for this, and
that we will match them, with no State
getting less than 50 percent of the total
cost from the Federal Government and
some States even up to 83 percent of the
total cost from the Federal Government.
That is the medicaid part.

We have made a series of changes
both in medicare and in medicaid in try-
ing to reduce what we see as forthcom-
ing large increases in costs from year to
year In both of these programs.

In the case of medicare it is difficult
to make any prediction as to what the
effect of the combined amendments will
be, but we are told by those who are In
a position to know, that we can say that
we have obtained a tighter hold on this
program. As a result of the many amend-
ments and improvements we have made,
m bringing about greater effectiveness
and efficiency In operation, the costs in
the future will not be as great in the
case of medicare as they would be with-
out this series of amendments.

One thing we have done In the nature
of liberalizing the program, which many
of us thought was fair and just, is to
allow a person to buy his way Into medi-
care. That is plan A of medicare. All
people over 65 years of age who want to,
whether they are under social security
or not, can buy their way into plan B,
which is the program that pays for the
doctor bills primarily. Except for those
who came under the transitionally in-
sured provision, however, plan A has
been exclusively available to those peo-
ple who were eligible for benefits under
railroad retirement or social security,
where they have paid a tax at some time
or other during their working years.
However, there are many people—retired
schoolteachers, for instance—In various
States, where social security has never
been extended to them, who would be
given the opp&rtunity now for the first
time to pay their way into plan A. The
cost initially is $27 a month to them.
That premium will rise as the costs of
hospitalization, which Is largely the ele-
ment within plan A, may go up. We
thought thiswas a good change.

We also provided on a limited basis,
by amendments to plans A and B, for
people to have the option, If they want
to, of getting their care under what is
known as a health maintenance orga-
nization, such as the Kaiser plan, and
such as the plan In New York City, and
such as the plan In the city of Detroit.
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We have not designated this as plan C.
We did not think it was necessary and
there was some opposition to doing It
that way. But we have made it avail-
able. We are saying, though, that any-
one who does opt to take this arrange-
ment, which involves, of course, hospi-
talization care and the other benefits
under medicare, getting away from the
hospital oriented aspects of plans A and
B—we will not pay to the health
maintenance organizations more than
95 percent of the cost of the med-
icare benefits that would have been
paid under plans A and B outside
the health maintenance organizations.
Very frankly, I cannot tell you how they
are going to make that determination,
but I am assured by those who admin-
ister the program that It will be possi-
ble for them to make an actuarial de-
termination as to what the costs would
have been.

Mr. BYRNES of Wisconsin. Will the
gentleman yield?

Mr. MILLS. Yes; I am glad to yield to
the gentleman. I wish he would help me
out if I do not elaborate on something.

Mr. BYRNES of Wisconsin. I think I
would only say in addition that It Is the
beneficiary, the individual involved In
getting the 5 percent. It is the pr'vider
of the service which would have to do It
for 5 percent less than the cost for other
providers.

Mr. MILLS. I did not make that clear,
and I appreciate my friend saying that.
I was talking about providers—the health
maintenance organizations—getting 95
percent and having to agree that they
would get no more than 95 percent In
order to serve these people.

We have asked for some experiments
to be carried on. We have asked the De-
partment of Health, Education, and
Welfare to undertake to find out just
what would be the effect on costs on pre-
pricing, or prospective reimbursement,
of hospital costs. Today the medicare
people in a given area may be paying $50
a day, let us say, for the cost of care for
this particular medicare patient.

They could get a commitment for a
year from the hospital that says: "We
will take care of all of the medicare
patients at a rate of $45 per day pro-
vided the program pay us that amount
even if we do it, actually, by lowering
our cost to $40 per day."

That is what we are asking them to
experiment with, and we think there can
be a material savings, because under the
present program of paying the full re-
troactive cost to hospitals, there Is no in-
centive whatsoever for the hospital to
bring about any reductions, to bring
about better management and prose-
dures with respect to the care of these
patients.

The CHAIRMAN. The time of the gen-
tleman from Arkansas has expired.

Mr. MILLS. Mr. Chairman, I yield my-
self 10 additional minutes.

The CHAIRMAN. The gentleman from
Arkansas Is recognized for 10 additional
minutes.

Mr. MILLS. Mr. Chairman, there are
other types of experiments that we want
them to carry out.

Now, there is one provision in the bill
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that I am sure some of my friends may be
somewhat concerned about, but I have
not heard any opposition to it since we
reported the bill. We had representatives
of the AMA and the doctors with us in
executive session. Under the committee
bill the medicare program for reim-
bursing physicians' charges would be
limited by providing:

First, for fiscal year 1971 medical
charge levels—that Is, the doctors'
charges—recognized as prevailing today
would be increased beyond the 75th per-
centile of actual charges in a locality
during the previous elapsed calendar
year;

Second, for fiscal year 1972 and there-
after the prevailing charge levels recog-
nized for a locality may be increased in
the aggregate only to the extent justified
by indices reflecting changes in cost of
the practice of physicians and earnings
levels generally; and

Third, for medical supplies, equipment
and such, that in the judgment of the
Secretary generally do not vary signifi-
cantly in quality from one supplier to an-
other, charges allowed may not exceed
the lowest levels at which such supplies,
equipment, and services are widely avail-
able in a locale.

I think I must explain really what
we mean by the term "75th percentile"
for fear that there may be some who may
get the wrong impression of what we are
talking about. The doctors of a given
community or area that is used consti-
tutes 100 percentile. What we are saying
Is thatwe will not under any fee provi-
sion I mentioned pay what doctors charge
in the highest 25 percentile. We will pay
the fees that are charged by the doctors
under the 75th percentile. That is what
it means, and they have fixed their fees,
of course.

The Department has paid fees In the
past on the basis of them being prevail-
ing charges, but there are different
charges in the medical profession even
within a city for the same services, and
we can well understand that because
doctors are like all the rest of us. Some
of them think they are better than others
in their profession. So, they charge a
little higher fee. In other words, one doc-
tor may want $1,500 for a particular op-
eration but 75 percent of the doctors
within that community charge $1,200 or
less for the same operation. Therefore,
what we are talking about and telling
to -this doctor who has been charging
$1,500 in the past, we are not going to
base our payment on more than 75 per-
cent of what the doctors generally have
been receiving—$1,200 in this case.

Mr. Chairman, we have a provision on
the payment of services for teaching
physicians. This has caused quite a bit
of a problem in the past. There will be a
committee amendment offered to see to
it that the language of the bill actually
does what the committee- intended to do
when It adopted the provision, because
there seems to be some confusion as to
whether It does. But they will be paid.
They will be paid not on the basis of a
fee for services, they will be paid for
services on the basis of reasonable costs
when other patients in the hospital, or
that part of the hospital, who have the
ability to pay actually do pay charges.
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We are also providing the authority
to the Secretary to terminate the pay-
ments to suppliers of services who are
now and will in the future be abusing the
medicare program.

We made a number of other amend-
ments, but I will discuss them later in
more detail—amendments having to do
with physical therapy, things of that
sort, which we have changed slightly.

Let me get to the point that seems to
have disturbed some of my colleagues
who voted to open up the rule and per-
haps who even voted against the rule,
other than for their personal view as to
a matter of principle of opposing a closed
rule.

The Federal medicare matching for
State outpatient services will be in-
creased, and the Federal matching with
respect to long-term institutional care
will be decreased. Certain other limita-
tions would be improved.

It will cost us more additional Fed-
eral dollars to match moneys with the
States, and it will cost the States some
money for certain outpatient services,
but if you supply them with the out-
patient service in time you may well
avoid the more expensive service of pay-
ing for their care in a hospital for an
extended period of time, and then in a
skilled nursing home even beyond that.

So on the whole the cost of the pro-.
gram, if it works as we think it should
work, over a period of time could even
be less with this new pro'vision than it
would be under existing law. But it is
equally true to a degree, I have always
found here In the Congress, that there
are serious questions raised whenever
you try to regulate something that is
presently unregulated. Some people in
the States may be more interested in col-
lecting Federal dollars than in finding
the most appropriate level of care for
medicaid patients.

Let me tell you about the skilled nurs-
ing homes—and I have got many friends
who run fine nursing homes, and I am
not quarreling with them. I am quarrel-
ing with those who are not my friends,
those who have abused this program and
who have taken advantage of the pro-
gram—a program with a total cost of
almost $700 million this year in Federal
funds alone—through overutilization of
skilled nursing home facilities.

I want all of these people who are
entitled to such a service to have that
service, but if a person is in medical need
we say under the medicare part we will
not pay one penny for the support of
that person beyond 100 days of ex-
tended care for somebody under medi-
care. We are saying now to the States
that we will match you on the basis of
our existing medicaid formula, which to-
day in Texas is two-thirds of the total
cost, and in Arkansas it runs close to
80 percent of the total cost, we will
match you up to 90 days, but if you have
not got that patient sufficiently improved,
as we think you should, to move that
patient out into an intermediate care
facility or into the patient's home for
further convalescence and recuperation,
then we are going to cut that 66% per-
cent, or that 80 percent, by one-third.
We are going to hold back one-third of
it.
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What we are trying to do is to impel
these States to bring into- existence a
better degree of operational control, to
see to it that there are not the types of
overutilization in the future under these
arrangements that presently exist in so
many of these skilled nursing homes.

Now, out of that $700 million how
much do you think we can save for the
Federal Government and the States? We
think we can save a $100 million when
this is in full operation and not incon-
venience anybody who otherwise would
be entitled to this. But of course these
nursing homes are going to scream; they
have not down in my State, and they did
not do it when we had them in execu-
tive session of the committee, but they
are going to tell you their side of the
story.

I would hope in the future when you
do get complaints about what we are
doing in this program that before you
make up your mind just on the basis of
a one-sided report on the proposition
that you give some of us on the commit-
tee an opportunity to discuss with you
what the other side may be.

I will tell you one thing; do not mis-
understand the situation. This nursing
home business has evidently become a
very profitable business. Why is it that
people who operate the Holiday Inn, for
instance, are going into a nationwide
program of Holiday Inn-type nursing
homes? Now I know those people. They
are smart. They are as good businessmen
as we have anywhere in the United
States. They do not go into something
that is not a profitable venture. What
we are saying in this provision is to
take these people out of the skilled nurs-
ing homes when they have reached the
point, whether it be after 90 days or 30
days or 60 days, of not needing this type
of skilled help, and put them in an inter-
mediate or domiciliary type of nursing
home that is for those who are that far
along in their treatment. We are doing
this in the hope that it will cost the pro-
gram a lot less to care for these people.

You get a lot less money from your
State welfare department when you put
them there. Is it not clear why there
would be resistance to reducing pay-
ments to a nursing home for a year's
care or a convalescent patient?

It is utterly impossible for me to believe
that medical science has not gotten to
the point where most of these people will
not be so improved at the end of 90 days
that they can get what it takes to care
for their needs in a less expensive type
of nursing home.

So I would suggest to you that what
we have done in this instance is not to
force the cost on the States.

All we want the States to do is to take
advantage of the support that we are
giving to them to see to it that these
nursing homes are not overused, just as
we have taken away some things with
respect to hospitals under medicare.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, will the gentleman yield?

Mr. MILLS. I yield to the gentleman.
Mr. BYRNES of Wisconsin. I think

the gentleman might point out that so
far as medicare is concerned, we have a
cutoff, completely—with no payment at
all at 100 days.

May 1, 1970
Mr. MILLS. Yes, 100 days.
Mr. BYRNES of Wisconsin. Also, these

people, it should be recognized, if their
situation is such, have, prior to going
into extended-care facilities, 60 days in
a hospital or at least they have the po-
tential of being there for that period of
time. So it is not as though we are just
saying we are going to give only 90 days
of service to these people because if the
situation requires it, they also had hos-
pitalization preceding that.

Mr. MILLS. It is 60 days that are avail-
able, plus 90 days, and the Federal Gov-
ernment is a participant in that period of
time. In most instances it pays most of
the cost of that in most of the States.

All we are saying is, let us wake up,
States, before you go bankrupt and be-
fore you bankrupt us through this over-
utilization. Let that not be the cause of
either one of us going broke.

Mr. Chairman, I would now like to
give a more detailed description of the
major provisions of the bill.
AMENDMENTS TO THE OLD-AGE, SURVIVORS AND

DISABILITY INSURANCE PROGRAM

BENEFIT INCREASE

The bill provides for a 5-percent
across-the-board increase in benefits, to
be effective with the benefits payable
next January. In recommending this in-
crease, the committee was not making
any forecast of future economic changes.
On the other hand, it was not unmind-
ful of the continued rise in the cost of
living—1.1 percent from January to
March—that continues to erode the pur-
chasing power of social security benefits.

In the committee we gave careful con-
sideration to the President's proposal for
automatic cost-of-living increases in
benefits, but the majority of the com-
mittee, after reviewing all of the evi-
dence presented, rejected the proposal.

Your committee has over the years
taken action to maintain social security
benefits at realistic and adequate levels.
From time to time, these benefits have
been increased to take account of
changes in the national economy, includ-
ing not only changes in living costs but
also changes in living standards and
changes in wage levels. It is clear that
economic changes this year will neces-
sitatE a 5-percent benefit increase by
the beginning of next year if we are to
maintain the real value of the present
social security benefits.

Monthly benefits for workers who re-
tire at age 65 in 1971 now range from
$64 to $193.70; under the bill they would
range from $64 to $203.40. Benefits for
a couple in January 1971 would average
$199 under present law; under the bill
the benefits would be increased to $218.
For a widowed mother with two children,
the average benefit for January 1971
under present law would be $298; under
the bill, it would be $314.

Some 25.6 million beneficiaries on the
roils in January 1971 would have their
benefits increased; and, of course, all
those coming on the rolls thereafter will
also get the advantage of the increase.
An estimated $1.7 billion In additional
benefits would be paid in the first 12
months as a result of the 5-percent bene-
fit increase.
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INCREASE IN SPECLAL AGE '12 PAYMENTS

The bill would also increase by 5 per-
cent the special payments that are made
under present law to certain people who
reach age 72 before 1972 and who are not
insured for regular cash benefits under
the social security system. These pay-
ments would be increased from $46 to
$48.30 for an individual and from $69 to
$72.50 for a couple. About 6,000 people
who do not now get these special pay-
ments—generally because they are not
eligible for higher payments under some
other Government system—would qual-
ify for some payments and about 620,000
who now get the special payments would
get higher payments. An estimated $17
million in additional payments would be
paid out in the first 12 months; about $15
million of this amount—payments to
people who had very little or no coverage
under the system—would be paid from
general revenues.

LIBERALIZATION OF THE RETIREMENT TEST

Your committee's bill would liberalize
the retirement test by increasing from
$1,680 to $2,000 the amount a beneficiary
under age 72 can earn in a year and still
be paid full social security benefits for
the year. If a beneficiary's annual earn-
ings exceed the $2,000 annual exempt
amount, $1 in benefits is withheld for
each $2 up to the next $1,200 of earn-
ings—that is, earnings between $2,000
and $3,200 under the bill, rather than
between $1,680 and $2,880 as in present
law—and for each $1 above that amount.
Under the bill, the amount of earnings a
beneficiary can have in any month and
still get benefits for that month—regard-
less of the amount of his annual earn-
ings—would continue to be one-twelfth
of the annual exempt amount. Thus it
would be increased from $140 to $166.66.

The bill would also improve the opera-
tion of the retirement test as it applies
in the year in which a worker reaches
age 72. Only earnings for months be-
fore age 72 would be counted in deter-
mining whether earnings in that year
exceed $2,000.

Under these provisions, effective for
taxable years ending after 1970, about
900,000 beneficiaries would receive ad-
ditional benefits and about 100,000 peo-
ple who receive no benefits under present
law would receive some benefits. The first
year's cost would be about $475 million.

The retirement test liberalization in
the bill, I know, does not go as far as
some people would like. There are those
who would eliminate the test entirely
and make old-age social security bene-
fits an annuity rather than benefits to
replace earnings that are lost by reason
of retirement. To eliminate the retire-
ment test entirely, however, would cost
over six-tenths of 1 percent of taxable
payroll—more than $2.5 billion a year—
and the additional expenditure would
help only a small percentage of the bene-
ficiaries—those who for the most part
are already better off than most bene-
ficiaries by reason of the fact that they
caxi continue to work.

INCREASE IN BENEFITS FOR AGED WIDOWS

The bill would increase benefits for a
widow—or widower—who begins to get
benefits at age 65 and over from 8'/2
percent to 100 percent of the amount
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her deceased husband would have re-
ceived if his benefits had stated at or
after age 65. For widows and widowers
who take their benefits between ages 62
and 65 the benefits would be reduced,
similar to the way in which a worker's
benefit is reduced under present law if
he applies for benefits before age 65.
Thus a widow would be assured of get-
ting the same benefit amount as her
husband would have gotten at the same
age if he had lived. The increase would
apply to beneficiaries now on the rolls
and to those who come on in the future,
and would, in conjunction with the 5-
percent general benefit increase, provide
an estimated increase of $21 in the aver-
age benefit paid to aged widows, an in-
crease of almost 21 percent over the
average widow's benefit of $102 a month
paid under present law. Some 3.3 million
widows and widdwers on the rolls at the
end of January 1971 would receive high-
er benefits under this provision, and $700
million in additional benefit payments
would be made in the first 12 months.

AGE 62 COMPUTATION POINT FOR MEN

Under present law the number of years
used in figuring a man's average earnings
on which his retirement benefit is based,
and the number of years of work under
the social security program a man must
have to become insured for retirement
benefits, are different than they are for
a woman. For a man all years up to age
65 must be taken into account for both
of these purposes, while for a woman,
only years up to age 62 are included. As
a result, when a man and a woman of
the same age have exactly the same earn-
ings and retire at the same age, the man's
retirement benefit will be lower. This
occurs because 3 more years of low earn-
ings—as, for example, years when the
limit on earnings taxed and counted for
benefits was lower than it is now—must
be counted in determining a man's bene-
fit amount. Also, under present law, when
a man and woman of the same age are
credited with the same amount of earn-
ings in the same years, the woman may
meet the insured status requirement
while the man may not. Your committee's
bill would shorten by three the number of
years over which a man's average month-
ly earnings are figured in retirement
cases, and make the ending point for
determining eligibility for retirement
benefits the year in which a man reaches
age 62, the same as the ending point for
women under present law. About 10.2
million people—male workers, and their
dependents, and survivors—now getting
benefits would have their benefits in-
creased by this change. In addition, about
60,000 people who are not now eligible
for benefits would become eligible be-
cause of th change in the insured status
provision. An estimated $925 million in
additional benefits would be paid out in
the first 12 months.

ACTUARIAL REDUCTION IN BENEFITS

Under present law a married person
who has worked and is eligible for a
benefit as a retired worker and one as a
wife or husband cannot apply for just one
of the benefits; when he applies for one
he is deemed to have applied for both. As
a result, a person who claims benefits
before age 65 has both benefits actuari-
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ally reduced. He cannot take one before
age 65, wait until age 65 to claim the
other, and get the second one in an un-
reduced amount, even though it might
be advantageous for him to do so. Also,
under present law, a wife—or husband—
who has worked and become eligible for
an old-age insurance benefit based on
her own earnings, who takes that benefit
before age 65, and who later becomes
eligible for a wife's benefit when her hus-
band applies for his retirement benefit
can get less in benefits than would a wife
who never worked or contributed to the
program.

Under the bill, a person who is under
age 65 and eligible for benefits as a re-
tired worker and also as a spouse could
choose to apply for one or the other of
the benefits right away and wait until
age 65 to claim the other, and the reduc-
tion that is made in the benefit taken
early would not affect the amount of the
benefit taken later.

Approximately 100,000 beneficiaries on
the rolls would be immediately affected
by this provision, which will result in ad-
ditional benefit payments estimated at
$10 million during the first 12 months.

DEPENDENT WIDOWERS' BENEFITS AT AGE 60

Under present law an aged widow can
become entitled to benefits at age 60, but
an aged dependent widower cannot be-
come entitled to benefits until age 62.
This situation results from a provision
in the 1965 amendments which lowered
the age of eligibility for widows from 62
to 60, but did not change the age of eli-
gibility for dependent widowers.

The age of eligibility should be the
same for aged dependent widowers as it
Is for aged widows. Accordingly, the bill
would lower the age of eligibility for aged
dependent widowers' benefits from 62 to
60. The benefits payable to an aged de-
pendent widower who starts getting ben-
efits before age 62 would be actuarially
reduced, as are the benefits under pres-
ent law for aged widows who come. on
the benefit rolls before age 62.
CHILDHOOD DISABILITY BENEFITS FOR CHILDREN

DISABLED BEFORE AGE 22

Childhood disability benefits would be
payable to a disabled dependent adult
son or daughter whose disability began
after age 18 and before age 22. Under
present law, a person must have become
disabled before age 18 to qualify for
childhood disability benefits on his par-
ent's social security account.

About 13,000 people—disabled children
and their mothers-would immediately
become eligible for benefits. About $10
million in additional benefits would be
paid out during the fIrst 12 months.

DISABILITY INSURED STATUS FOR THE BLIND

The bill would modify the disability
insured-status requirements for the
blind. To qualify for disability benefits,
a blind person would have to be fully
insured only—that is, he would need
only as many quarters of coverage as the
number of calendar years elapsing after
1950-or the year he reached age 21, if
later—up to the year of disability. For
example, a 32-year-old person who be-
comes blind this year would be insured
if he has 10 quarters of social security
coverage, regardless of when his coverage
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was acquired. He would no longer have
to meet a requirement of substantial re-
cent covered work—generally 20 quar-
ters of coverage in the period of 40 cal-
endar quarters preceding disability.

About 30,000 people—blind workers
and their dependents—would become im-
mediately eligible for monthly benefits,
and about $25 million in additional ben-
efits would be paid out during the first
12 months.

DISABILITY BENEFITS AFFECTED BY RECEIPT OF
WORKMEN'S COMPENSATION

The bill would modify the provisions
under which social security disability
benefits are reduced in certain cases
where workmen's compensation is also
payable. Under present law, the com-
bined social security and workmen's
compensation payments for a disabled
worker and his family cannot exceed 80
percent of the worker's average earn-
ings before he became disabled. Under
the bill, the disabled worker and his fain-
ily would be able to receive combined
benefits equaling 100 percent of his aver-
age earnings.

WAGE CREDITS FOP. MEMBERS OF THE
UNIFORMED SERVICES

The bill would improve social security
protection for some servicemen and vet-
erans. Present law provides for a social
security wage credit of $100 a month, in
addition to credit for basic pay, for mili-
tary service performed after 1967. Under
the bill, the additional $100-a-month
wage credits would also be provided for
service during the period from 1957—
when military service was covered under
social security—through 1967. Approxi-
mately 130,000 beneficiaries would be im-
mediately eligible for higher benefits be-
cause oj the additional credit, and $35
million in additional benefis would be
paid out in the first 12 months.

OTHER OASDI AMENDMENTS

I have described the major changes
the bill would make in the cash benefits
part of the social security program. In
addition, the bill contains a number of
miscellaneous technical changes that I
will not go into in detail. They are fully
explained in the committee report.

MEDICARE, MEDICAID, AND MATERNAL
AND CHIlD HEALTH

The Committee on Ways and Means
conducted a thorough review of the op-
erations of the medicare and medicaid
programs. In the course of this review,
the committee became convinced that
there are serious deficiencies in the op-
eration and administration of these pro-
grams that need correction. The Depart-
ment of Health, Education, and Welfare
assured the committee that it will con-
tinue its present strong efforts to improve
the operating effectiveness of these pro-
grams. This bill will make a number of
modifications which, taken together,
show promise of significantly advancing
the goal of making these programs more
economical and more effective in carry-
ing out their original purposes. These
amendments will, we believe, not only
help to control the constantly rising costs
of the medicare program, but also pro-
vide important new tools to the Govern-
ment, as well as the carriers and Inter-
mediaries who help administer this pro-
gram, to carry out their administrative
functions more effectively.
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COVERAGE AND BENEFIT CHANGES UNDER
MEDICARE

We gave extensive consideration to the
problems of several groups of persons
who are either denied medicare coverage
presently, or who do not receive full
benefit from the medicare program. We
are recommending certain changes to
remedy these existing inadequacies.

FEDERAL EMPLOYEE HEALTH PROGRAM AND
MEDICARE

First, the bill would require that, ef-
fective with January 1, 1972, no pay-
ment would be made under medicare for
the same services covered under a Fed-
eral employees health benefits plan, un-
less in the meantime the Secretary of
Health, Education, and Welfare certifies
that the Federal employees health bene-
fits program has been modified to make
available coverage supplementary to
medicare benefits and that Federal em-
ployees and retirees, age 65 and over, will
continue to have the benefit of a Govern-
ment contribution toward health insur-
ance premiums.

It is our hope and intent that the
Secretary will be able to make this certi-
fication before January 1972. The intent
is to bring about a better coordinated re-
lationship between the Federal employees
health benefits program and medicare
and to assure that Federal employees
and retirees, age 65 and over, will even-
tually have the full value of the protec-
tion offered under medicare and the
Federal employees program. At present.
a Federal employee who is covered under
an FEHB plan as well as the medicare
plans has somewhat better protection
than is afforded under the FEHB plan
alone. But, because of the nonduplica-
tion clauses in the FEHB contracts, he
does not derive the full value of the pro-
tection of both programs.

Federal retirees and employees who
are covered under an FEHB plan gen-
erally do not find it advantageous to en-
roll in the medicare voluntary supple-
mentary medical insurance plan, because
of the overlapping of FEHB benefits and
benefits under the supplementary plan.
Thus, Federal retirees and employees do
not receive the advantage available to
virtually all other persons age 65 and
over, 'of the 50-percent Government con-
tribution toward the cost of the protec-
tion under the voluntary supplementary
medical insurance plan.

MEDICARE FOR THE UNINSURED

Another group to which we gave
special attention is that group of in-
dividuals reaching age 65 who are not
eligible for part A benefits. Under the
bill, people reaching age 65 who are in-
eligible for hospital insurance benefits
under medicare would be able to enroll,
on a voluntary basis, for hospital insur-
ance coverage under the same condi-
tions under which people can enroll
under the supplementary medical part
of medicare. Enrollment for supplemen-
tary medical insurance is also required.
Those who enroll would pay the full
cost of the protection—$27 a month at
the beginning of the program, rising as
hospital costs rise. States and other or-
ganizations, through agreements with
the Secretary would be permitted to pur-
chase Such protection on a group basis
for their retired—or active—employees
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age 65 or over, including groups of
teachers who have never been covered
under the program.

Present law provides hospital insur-
ance protection under a special transi-
tional provision" for people—with the
exclusion of certain groups—who are not
qualified for cash benefits under the so-
cial security or railroad retirement pro-
gram and who attained age 65 before
1968. But some older people who reach
age 65 after 1967 cannot qualify under
the transitional provision, and the plo-
vision itself will phase out as of 1974,
as persons attaining age 65 in those
years must be insured for cash benefits
under one of the two programs in order
to be eligible for hospital insurance pro-
tection.

It has become very dicu1t for many
in the uninsured group to obtain pri-
vate hospital insurance comparable to
coverage under medicare. Since the pas-
sage of the medicare law, private insur-
ance companies have generally changed
their hospital insurance plans available
to people age 65 and over to make their
coverage complementary to medicare.
While there is generally some type of
hospital insurance available to persons
age 65 and over, most of that which is of-
fered is in the form of specified cash
payment insurance for limited periods of
hospitalization. Few private health in-
surance companies offer their regular
hospital expense plans to the aged and
very little is Comparable in protection to
that afforded under the medicare plo-
gram.

STUDY OF MEDICARE FOR TIlE DISABLED

We also gave extensive consideration
to a proposal to extend hospital insur-
ance protection under title XVIII to dis-
abled workers entitled to monthly cash
disability benefits under the social se-
curity and railroad retirement programs.
Extending hospital insurance protection
to these beneficiaries would be most de-
sirable. It is clear that a severely dis-
abled social security beneficiary is as
much or more in need of medicare pro-
tection as the able-bodied man who has
reached age 65 a.nd is still working. How-
ever, we have regretfully concluded that
such an extension is not advisable at
the present time primarily because of
the cost involved.

The committee has requested the Ad-
visory Council on Social Security that is
currently in existence to include In its
report to the Congress the results of its
study of the current need 'f the dis-
abled for health insurance protection,
the costs involved in providing this pro-
tection, and the ways of financing this
protection.
HEALTH MAINTENANCE ORGANIZATION OPTION

Under the bill, individuals eligible for
both part A and part B medicare cover-
age would be able to choose to have their
care provided by a health maintenance
organization—a prepaid group health or
other capitatlon plan.—The Govern-
ment would pay for such coverage on a
capitation basis not to exceed 95 percent
of the cost of medicare benefits had the
beneficiaries not been enrolled with the
health maintenance organization.

Under present law, organizations pro-
viding comprehensive health services on
a per capita prepayment basis cannot be
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reimbursed through a single capitation
payment for services covered under both
parts of the medicare program. Instead,
medicare reimbursement to group prac-
tice prepayment plans must be related to
the costs to the organization of providing
specific services to beneficiaries. How-
ever, under the committee bill, the
financial incentives to control the utiliza-
tion and cost of services that such organi-
zations have in their regular business
would be made applicable as well to their
relationship With medicare.
IMPROVEMENTS IN OPERATING EFFECTIVENESS OF

MEDICARE, MEDICAID, AND MATERNAL AND

CHILD HEALTH PROGRAMS

LIMITATION ON CAPITAL COST REIMBURSEMENT

Under the bill, reimbursement amounts
to providers of health services under the
medicare, medicaid, and maternal and
child health programs for capital costs,
such as depreciation and interest, would
not be made with respect to capital ex-
penditures which are inconsistent with
State or local health facility plans. While
a signifiacnt amount of Federal money
is currently being expended in the inter-
est of (urthering health facility plan-
ning at the State and local levels,
Federal funds are being expended under
medicare, medicaid, and the maternal
and child health programs without re-
gard to whether the facilities providing
the services are cooperating in such
health facility planning. We believe that
the connection between sound health
facility planning and the prudent use
of capital funds must be recognized if
any significant gains in controlling
health costs are to be made. Thus, it was
decided necessary to assure that medi-
care, medicaid, and the maternal and
child health programs reimburse pro-
viders in a manner that is consistent
with State and local health facility plan-
fling efforts, in order to avoid paying
the higher costs which will result from
the duplication or irrational growth of
health care facilities.

PROSPECTIVE REIMBURSEMENT AND RELATED
EXPERIMENTS

We considered carefully the possibility
of providing for reimbursement under
the medicare program on a prospective
basis. There is reason to believe that pay-
ment determined on a prospective basis—
rather than the present retroactive
basis—offers the promise of encouraging
institutional policymakers and managers
to manage health institutions more ef-
fectively in order to achieve greater
financial reward as well as a lower total
cost to the programs involved. On the
other hand, we were aware in our con-
sideration of such a fundamental change
in the present reimbursement method,
that possible disadvantages as well as
possible advantages must be taken into
account. After exploration of the various
problems that might arise, we concluded
that in view of the far-ranging implica-
tions of such a change in reimbursement
methods, it would be best at this time to
provide for a period of experimentation
under titles XVIII, XIX, and V with vari-
ous alternative forms of prospective re-
imbursement designed to determine
which would be the most effective meth-
ods. The Secretary would be required to
submit to the Congress no later than

July 1, 1972, a full report detailing the
results of the experiments and demon-
stration projects and reporting on the
experience of other programs with re-
spect to prospective reimbursement. The
report is to include detailed recommenda -
tions with respect to the specific methods
which could be used in the full imple-
mentation of prospective reimbursement.

Although recognizing the promise and
potential offered by prospective reim-
bursement, we also wanted to continue
experimentation with other forms of re-
imbursement. The bill, therefore, in-
cludes authorization to engage in ex-
periments and demonstration projects
involving negotiated rates, the use of
rates established by a State for adminis-
tration of one or more of its laws for
payment or reimbursement to health
facilities located in such State, and al-
ternative methods of reimbursement
with respect to the services of residents,
interns, and supervisory physicians in
teaching settings. Authority is also pro-
vided to make payments, on an experi-
mental or demonstration pToject basis,
to organizations and institutions for
services which are not currently covered
under titles V, XVIII, XIX, and which
are incidental to services covered under
the programs if the inclusion of the ad-
ditional services would offer the promise
of program savings without any loss in
the quality of care. The bill also au-
thorizes experimentation with the use
of areawide or communitywide utiliza-
tion review and medical review mecha-
nisms to determine whether they would
bring about more effective controls over
excessive utilization of services.

LIMITATIONS ON REASONABLE COSTS

The bill would authorize the Secretary
of Health, Education, and Welfare to es-
tablish and promulgate limits on pro-
vider costs to be recognized as reasonable
under medicare based on comparison of
the cost of covered services by various
classes of providers in the same geo-
graphical area. Hospitals and extended
care facilities could charge beneficiaries
for the costs of services in excess of those
that are necessary to the efficient deliv-
emy of needed health services—except in
the case of an admission by a physician
who has a financial interest in the facil-
ity. Public notice would be provided
where such charges are imposed by the
institution, and the beneficiary would be
specifically advised of the nature and
amount of such charges prior to admis-
sion. Costs can vary from one institution
to another as a result of several factors.
However, where excessively high costs
are a result of gross inefficiency, the pro-
vision of amenities in plush surround-
ings, or of other factors unrelated to the
cost of the efficient delivery of needed
health services, payment of the excess
cost would be avoided.

LIMITATION ON RECOGNITION OF PHYSICIAN
FEE INCREASES

Members are no doubt concerned about
the steady increase in costs of the sup-
plenientary medical insurance part of
the medicare program, with the conse-
quent rise in the monthly premium paid
by the aged. While administrative steps
have been taken to hold down this rise,
they have certain inequities and other
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disadvantages. It is apparent that more
positive action by the Congress is
necessary.

The bill moves in the direction of an
approach to reasonable charge reim-
bursement that ties recognition of fee
increases to appropriate economic in-
dexes so that the program will not merely
recognize whatever increases in charges
are established in a locality but would
limit recognition of charge increases to
rates that the economic data indicate
would be fair to all concerned. Accord-
ingly, under the bill, charges determined
to be reasonable under the present cri-
teria in the medicare, medicaid, and
material and child health law would be
limited by providing: First, that for fiscal
year 1971 and thereafter medical charge
levels recognized as prevailing may not
be increased beyond the 75th percentile
of actual charges in a locality during the
previous elapsed calendar year; second,
that for fiscal year 1972 and thereafter
the prevailing charge levels recognized
for a locality may be increased, in the ag-
gregate, only to the extent justified by
indexes reflecting changes in costs of
practice of physicians and in earnings
levels; and third, that for medical sup-
plies, equipment, and services—other
than physicians' services—that, in the
judgment of the Secretary, generally do
not vary significantly in quality from one
supplier to another, charges allowed as
reasonable may not exceed the lowest
levels at which such supplies, equipment
and services—including laboratory serv-
ices—are widely available in a locality.

TEACHING PHYSICIANS

The committee considered at length
the matter of payment for services of
teaching physicians under medicare and
concluded that some changes in the
situations under which such payments
should bet1nade, and how they should be
made, is needed. We concluded that the
present procedure of making payment
to physicians on a fee-for-service basis
in settings where patients are normally
expected to pay such fees is entirely prop-
er. On the other hand, it seemed clear
that where patients are not expected to
pay any fees for physicians' services or
only reduced fees are normally paid, the

• payment of full charges represents an
expense to the program that is not neces-
sary to give medicare patients access to
the care they receive. Under the bill,
therefore, medicare would pay for the
services of teaching physicians on the
basis of reasonable cost,s, rather than
fee-for-service charges, unless other
patients who have insurance or are able
to pay are also charged for such services
and the medicare deductibles and coin-
surance amounts are regularly collected
from those who can afford to pay them.
Medicare payment would also be author-
ized for services provided to hospitals
by staff of certain medical schools.

TERMINATING PAYMENTS TO THOSE WHO
ABUSE THE PROGRAM

It has become clear that some few
providers and suppliers of health services
have abused the medicare and medicaid
programs. Although the number of such
persons has been relatively small, their
actions reflect badly on the vast majority
of conscientious men and women in the
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health care field. Moreover, their actions
lead some people to question the sound-
ness of the very programs which are
victimized by this abuse. But most im-
portant of all, the beneficiaries of these
programs are needlessly hurt by these
few—not only in terms of the higher
costs they must pay, but In some in-
stances, the danger to their health some-
times posed by these abuses.

The bill would, therefore, authorize
the Secretary of Health, Education, and
Welfare to terminate payment for serv-
ices rendered by a supplier of health and
medical services found to be guilty of
program abuses. The situations for which
termination of payment could be made
include overcharging, furnishing exces-
sive, inferior, or harmful services, or
making a false statement to obtain pay-
ment. Program review teams would be
established to furnish the Secretary pro-
fessional peer review in carrying out this
authority. The Secretary would make the
names of such persons or organizations
public so that beneficiaries would be in-
formed about which suppliers of health
services cannot participate in these pro-
grams. We do not expect that any large
number of suppliers of health services
will be suspended from these programs
because of abuse. However, the pressure
of the authority and the exercise of the
authority in even a relatively few cases
can be expected to provide a substantial
deterrent.

REASONABLE COSTS NOT TO EXCEED CHARGES

We believe that it is inequitable for the
medicare, medicaid, and the child health
programs to pay more for services than
the provider charges to the general pub-
lie. The bill would provide, therefore, that
payments for institutional services under
the medicare, medicaid, and maternal
and child health programs could not be
higher than the charges regularly made
for those services.

INSTrTUTIONAL PLANNING UNDER MEDICARE

Under present medicare law, there is
no requirement for providers of services
to develop their own fiscal plans such as
operating and capital budgets. However,
we are aware of the fact that health care
facilities have come under increasing
criticism on the grounds that they fail
to follow sound business practices in their
operations. The bill would require health
institutions under the medicare program
to have a written plan reflecting an oper-
ating budget and a capital expenditures
budget.

GUARANTEE OF PAYMENT OF EXTENDED CARE
BENEFITS

Posthospital extended care benefits and
posthospital home health benefits were
intended as alternatives to continued in-
patient hospital care and are limited to
medicare beneficiaries who, while no
longer in need of hospital care, still re-
quire skilled nursing care or, in the case
of home health benefits, physical or
speech therapy.

Under current law, a determination of
whether a patient requires the level of
care that is necessary to qualify for ex-
tended care facility or home health bene-
fits cannot generally be made until some
time after the services have been fur-
nished. I imagine that nearly all members
are aware that in many cases such bene-

fits are being denied retroactively, with
the harsh result that the patient is unex-
pectedly faced with a large bill, or the
facility or agency has a patient who may
not be able to pay his bill. Many Mem-
bers have no doubt received letters from
both nursing home administrators and
beneficiaries graphically outlining the
problems this situation creates for them.
The uncertainty about eligibility for
these benefits that exists until after the
care has been given tends to encourage
physicians to either delay discharge from
the hospital, where coverage may less
likely be questioned, or to recommend a
less desirable, though financially predic-
table, course of treatment. To provide a
solution to this problem, the bill would
authorize the Secretary of Health, Edu-
cation, and Welfare to establish specific
periods of time—by medical condition—
after hospitalization during which a pa-
tient would be presumed, for payment
purposes, to require extended care level
of services in an extended care facility.
A similar provision would apply to post-
hospital home health services.

PROHIBITION AGAINST REASSIGNMENT

We also studied the problems which
have arisen due to reassignment by phy-
sicians or others who provide services
under the medicare and medicaid pro-
grams of their right to receive payment.
Experience with this practice shows that
such reassignments have often been a
source of incorrect and inflated claims
for services and have created adminis-
trative problems with respect to deter-
minations of reasonable charges and re-
covery of overpayments, both in the
medicare and mediaid programs. Fraud-
ulent operations of collection agencies
have been identified in medicaid; and
substantial overpayments—in at least
one case exceeding a million dollars—
have been found in the medicare pro-
gram. The bill would overcome these dif-
ficulties by prohibiting payment under
medicare—part B—and medicaid to any-
one other than a patient, his physician,
or other person providing the service,
unless the physician—or, in the case of
medicaid, another type of practitioner—
is required as a condition of his employ-
ment to turn over his fees to his em-
ployer or unless there is a contractual
arrangement between the physician and
the facility in which the services were
provided under which the facility bills
for all such services.

NOTICE OF UNNECESSARY ADMISSION

The bill provides for stopping payment
under medicare where a utilization re-
view cummittee of the institution finds
admission was not necessary. Under
present law, the utilization review com-
mittee required to function in each hos-
pital and extended care facility must
review all long-stay cases and at least a
portion of admissions. When the utiliza-
tion review committee reviews a long-
stay case and determines that further
stay in the institution is not medically
necessary, the committee notifies the
physician, the patient, and the institu-
tion of its finding and medicare payment
is discontinued after the third day.

The bill would require a similar noti-
fication, and a similar payment cutoff
3 days after notification to be made
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where the utilization review committee
finds a case in its review of admissions
where hospitalization or extended care is
not necessary.

PHYSICAL THERAPY

Under present law, physical therapy is
covered as an inpatient hospital service,
an inpatient extended care service, a
home health service, and a service inci-
dent to physicians' services. Physical
therapy is also covered when furnished
under prescribed conditions by a partici-
pating hospital, extended care facility,
home health agency, clinic, rehabilita-
tion agency, or public health agency to
its outpatients. The physical therapist
may be either an employee of the partici-
pating facility or he may be self-em-
ployed and furnish his services under
arrangements with and under the super-
vision of the facility.

The limitations imposed under present
law on the coverage of physical therapy
have been a source of some difficulty. For
example, it has been difficult to explain
why physical therapy services cannot
generally be furnished in the therapist's
office, especially in cases where the latter
is more accessible than the facility to
which the beneficiary must travel to ob-
tain the service.

The bill would make three changes in
the handling of physical therapy services
under medicare. First, it would provide
that beneficiaries would be covered under
medicare's supplementary medical insur-
ance program for up to $100 per calendar
year of physical therapy services fur-
nished by a licensed physical therapist in
his office or the patient's home under a
physician's plan of treatment. Second,
hospitals and extended care facilities
could continue to provide covered physi-
cal therapy services to inpatients who
have exhausted their days of hospital
insurance coverage or are otherwise in-
eligible for that coverage. Third, where
physical therapy is furnished under con-
tractual arrangement with any provider
of services, medicare reimbursement to
the institution will in all cases be based
on a reasonable salary payment for the
services.

INCENTIVES FOR STATES TO EMPHASIZE
OUTPATIENT SERVICES

Under present law a uniform Federal
matching percentage is applied to all
forms of health services covered under
the State medicaid plan. In order to en-
Courage more efficient use of health serv-
ices, the bill would create incentives for
the States to encourage outpatient serv-
ices and disincentives for long stays in
institutional settings. The bill would pro-
vide for: First, an increase in the Federal
matching percentage by 25 percent for
outpatient hospital services, clinic serv-
ices and home health services; second, a
decrease in the Federal percentage by
one-third after the first 60 days of care—
in a fiscal year—in a general or TB hos-
pital; third, a reduction in the Federal
percentage by one-third after the first
90 days of care in each fiscal year in a
skilled nursing home; and fourth, a de-
crease in Federal matching by one-third
after 90 days of care in a mental hospi-
tal and provision for no Federal match-
ing after an additional 275 days of such
care during an individual's lifetime.
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Also, under the bill the Secretary would
be granted authority to compute for
reimbursement purposes a reasonable
cost differential between the cost of
skilled nursing home services and the
cost of intermediate care facilities in
order to assure that supporting care in
these alternate institutions results in
decreased costs.
ELIMINATION OF REQUIREMENT FOR BROADENED

MEOICAID PROGRAMS

Under the present medicaid law, each
State is required to make "a satisfac-
tory showing that it is making efforts
in the direction of broadening the scope
of the care and services made available
under the plan and in the direction of
liberalizing the eligibility requirements
for medical assistance." In accordance
with the committee's recommendation
last year, the Congress suspended the
operation of this provision for 2 years,
until July 1, 1971, and the date by which
the States were to have comprehensive
medicaid programs applying to everyone
who meets their eligibility standards
with respect to income and resources
was changed from 1975 to 1977. The bill
would remove this entire provision from
the act. There is evidence that this re-
quirement has been used to require
states to have larger programs than they
really wished to. When the operations
of the State medicaid programs have
been substantially improved and there
is assurance that program extensions will
not merely result in more medical cost
inflation, the question of required ex-
pansion of the program could then be
reconsidered.

HOSPITAL REIMBURSEMENT UNDER MEDICAID

Under present regulations of the Sec-
retary, States are required to reimburse
hospitals for inpatient care under med-
icaid on the basis of the reasonable cost
formula established under medicare.
Many States have pointed out the serious
problems which have arisen under this
requirement. They pointed out that use
of the medicare formula for medicaid re-
imbursement can result in their paying
more than the actual cost of provid-
ing inpatient care to those eligible for
medicaid. The bill retains the intent of
the original provision—to avoid having
hospitals or their private patients sub-
sidize inpatient care for the poor—by
providing for payment of actual and di-
rect costs of inpatient care for medicaid
eligibles. States would be permitted to
pay hospitals on the basis of a State's
own method of determintog reasonable
cost, provided there is assurance that
the medicaid program would pay the ac-
tual cost of hospitalization of medicaid
recipients.
HELP FOR STATES TO SET UP MODERN MEDICAID

CLAIMS HANDLING PROCEDUtIES

Under the present law, Federal med-
icaid matching is set at 50 percent for ad-
ministrative costs and States are required
to use methods of administration deemed
necessary by the Secretary for efficient
operation of the program. Despite
the inducement of 50 percent match-
ing and the requirement for efficiency,
many States do not have effective claims
administration or well-designed inf or-
mation storage and retrieval systems nor
do they possess the financial and techni-

cal resources to develop them. The bill
would meet this problem by providing
that Federal matching at the 90-percent
rate would be available under medicaid
for the States to set up mechanized
claims processing and information re-
trieval systems. Federal matching for the
continuing operation of such systems
would be at the 75-percent rate. It is ex-
pected that this financial support and
technical support from Federal Govern-
ment will aid the States in realizing effi-
cient and effective administration of the
program, and in reducing program costs.
I expect the Department of Health, Ed-
ucation, and Welfare to provide substan-
tial technical support to the States in
carrying out this provision.

UTILIZATION REVIEW COMMITTEES UNDER
MEDICAID

Under the present medicare law, each
hospital and extended-care facility is re-
quired to have a utilization review com-
mittee to review all long-stay cases as
well as review, on a sample or other
basis, admissions, durations of stay, and
professional services. The reasons for re-
quiring hospitals and extended-care
facilities to have utilization review com-
mittees for medicare cases apply with
equal force to review of medicaid cases,
but there is now no such requirement in
the medicaid law. The bill would require
these institutions participating in the
medicaid law. The bill would require
these institutions participating in the
medicaid or maternal and child health
programs to have cases reviewed by the
same utilization review committee al-
ready reviewing medicare cases. A util-
ization review committee which meets
the standards established under meW-
care would be required in hospitals and
skilled nursing homes not participating
in medicare.

COST-SHARING UNDER MEDICAID

Under present law, a State cannot im-
pose deductibles or other cost-sharing
devices on cash public assistance recip-
ients. In addition, while deductibles or
copayments can be imposed with respect
to the medically indigent, they must be
"reasonably related to the recipient's in-
come and resources." The bill would pro-
vide that States be permitted to impose
a fiat cost-sharing provision with respect
to people eligible under medicaid pro-
grams but not eligible for cash public
assistance payments. This hange would
allow States to explore the cost advan-
tages that might result from the direct
savings and possible decrease in uUliza-
tion that cost-sharing devices of a spe-
cified amount for all the medically indi-
gent might create. Even a small charge
gives the recipient a sense of participa-
tion and might reduce excessive use of
services.

ROLE OF STATE HEALTH AGENCY IN MEDICAID

Under present law, one State agency
may have the responsibility for certify-
ing health facilities for participation in
the medicare program and another agen-
cy for certifying health facilities for par-
ticipation in the medicaid and maternal
and child health programs. This duplica-
tion of effort in the establishment and
maintenance of health standards is un-
necessary and inefficient. The bill would
require the State to have the same agen-

cy perform these functions for the medi-
care, medicaid, and the maternal and
child health programs.
MISCELLANEOUS AND TECHNICAL AMENDMENTS

The bill contains several miscellane-
ous provisions designed primarily to as-
sist individuals who have been disad-
vantaged under the program. For exam-
ple, the bill would remove from the law
the requirement that an aged person
must enroll for the part B medical in-
surance within 3 years after he became
eligible to enroll. We found that this
provision was no longer necessary to
avoid selection against the program.

FINANCING PROVISIONS

At the present time, the social security
cash benefits program is in close actu-
arial balance, while the hospital insur-
ance program has an actuarial deficien-
cy; that is, it is expected that over the
long-range future the income to the hos-
pital insurance program will be consid-
erably less than the cost of the pro-
gram. To meet the cost of the cash bene-
fits program as it would be expanded by
the bill and to bring the hospital insur-
ance program into actuarial balance,
the contribution rates for the programs
would be adjusted and the contribution
and benefit base—the maximum amount
of annual earnings subject to contribu-
tions and used in computing benefits—
would be increased.

(a) Increase in the contribution and
bneflt base: The bill provides for an in-
crease in the cçiling on taxable and
creditable earnings to $9,000, effective
for 1971. This increase would take ac-
count of the increases in earnings levels
that have occurred since 1968 when the
$7,800 ceiling on earnings went into ef-
fect and would cover the total earnings
of an estimated 79 percent of all work-
ers—the same percentage as the $7,800
base covered when it went into effect.

People earning amounts between
$7,800 and $9,000 a year will pay taxes
on an additional $1,200 of earnings. In
return, of course, they will get credit
for more earnings and will thus get
higher benefits. The higher creditable
earnings resulting from the increase in
the ceiling on earnings will make pos-
sible benefits that are more reasonably
related to the actual earnings of workers
at the higher earnings levels. If the base
were to remain unchanged, more and
more workers would have earnings above
the creditable amount and these workers
would have benefit protection related to
a smaller and smaller part of their full
earnings.

The proposed increased in the contri-
bution and benefit base would not only
provide higher future benefits for people
at higher earnings levels, but would also
help to finance the changes made by the
bill. This comes about because an in-
crease in the base results in a reduction
in the overall cost of the social security
program as a percent of taxable payroll
and the benefits provided are a higher
percentage of earnings at the lower
levels than at the higher levels while the
contribution rate is a fiat percentage of
earnings. When the base is increased,
higher benefits are provided on the basis
of the higher earnings that are taxed
and credited, but the cost of providing
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these higher benefits is less than the ad-
ditional income from the employer and
employee contributions on earnings
above the former maximum and up to
the new maximum amount.

(b) Changes in the contribution rates:
Under the schedule of contribution rates
for cash benefits contained in the bill,
the contribution rates for employers and
employees scheduled for 1971—72 would
be held to the present level of 4.2 percent
each, instead of being allowed to go up
to 4.6 percent each as under present law.
The rates scheduled for 1973—74 would
be 4.2 percent each instead of 5 percent
each as under present law. After 1979,
the contribution rate would be 5.5 per-
cent each, Instead of 5 percent each as
under present law.

For the self-employed, the rate sched-
uled for 197 1—72 for the cash benefits
part of the program would be 6.3 percent,
Instead of 6.9 percent as under present
law. The rate scheduled for 1973—74
would be 6.3 percent instead of 7 percent.
This rate would remain In effect until
1975, at which time the Increase to '7.0
percent scheduled under present law
would go into effect.

The bill also provides for increases In
the contribution rate schedule for the
hospital insurance program. The contri-
bution rate scheduled for 1971—72 would
be Increased from 0.6 percent each for
employees, employers, and the self-
employed to 1 percent each, Instead of
being gradually increased from the pres-
ent rate of 0.6 percent to 0.9 percent in
1987 and after, as under present law.
The rate would be kept at 1 percent
thereafter.

I include the full schedule of contri-
bution rates under present law and under
the bill, for both cash benefits and medi-
care, In the RECOnD at this point:
PRESENT AND PROPOSED SOCIAL SECURITY CONTRI BUll ON

RATES

lb percentagesl

Period

Cash benefits Medicare Total

Pres- Corn- Pres- Corn- Pies-
ent mittee ent mittee ent
law bill law bill law

Cem-
mitten

bill

EMPLOYER AND EMPLOYEE, EACH

1971—72.
1973—74.
1975W
1976—79_
l980—86
1987'.....

4.6 4.2 0.6 1 5.2
5. 0 4. 2 .65 1 5. 65
5. 0 5. 0 .65 1 5.65
5. 0 5. 0 . 7 1 5. 7
5. 0 5. 5 . 8 1 5. 8
5.0 5.5 .9 1 5.9

5.2
5. 2
6. 0
6. 0
6. 5
6.5

SELF—EMPLOYED

1971—72..
1973—74
1975_ - -—

1976—79..
1980—86
1987 ' --

6.9 6.3 .6 1 7.5
7. 0 6. 3 .65 1 7. 65
7. 0 7. 0 .65 1 7. 65
7.0 7.0 .7 1 7.7
7. 0 7. 0 . 8 1 7. 8
7. 0 7. 0 . 9 1 7. 9

7.3
7. 3
8. 0
8.0
8. 0
8. 0

'And after.

Mr. Chairman, your committee believes
that the bill we are submitting for your
consideration Is a good bill, a reasonable
bill, and one that the Members of the
House will accept as being needed in or-
der to keep the social security program
up to date and responsive to the needs
of today. I urge its prompt passage.

Mr. DANIELS of New Jersey. Mr.
Chairman, will the gentleman yield?

Mr. MILLS. I yield to the gentleman.
Mr. DANIELS of New Jersey. Mr.

Chairman, I rise to compliment the dis-
tinguished chairman of the Committee
on Ways and Means for his very fine
and outstanding statement.

As you know, I served as chairman of
the subcommittee on retirement insur-
ance and health benefits. There is a sec-
tion in the bill, section 201, dealing with
payments under the medicare program of
individuals covered by the Federal em-
ployee's health insurance programs
which causes me some concern.

The language appears to me to be
rather ambiguous and also it appears
that perhaps the Committee on Ways and
Means has entered into an area of leg-
islation which is properly within the
jurisdiction of the Committee on Post
Office and Civil Service o the House.

So I have asked my staff to prepare
some questions to clarify the meaning of
that section.

I would appreciate it if the distin-
guished gentleman from Arkansas, would
further explain the provisions of the bill
which affect the Federal employee's
health benefits program. Can the gen-
tleman tell me whether or not my un-
derstanding is correct, that when an
Individual is covered by medicare and
also by other insurance including group
insurance by an employer, medicare pays
its benefits without regard to the other
insurance?

Mr. MILLS. What happens now is that
medicare picks up the initial cost for
services rendered that are payable under
medicare, whether or not a person may
be entitled also to get payment under a
Federal employee health program. Ac-
tually, the same thing is true with re-
spect to insurance companies and others.

What we are trying to do here is to
call the attention of the Civil Service
Commission and the people downtown to
the fact that we think that there should
be some integration of these two pro-
grams. An individual should not be
eligible for the same benefits under two
or three programs and have to pay for
all of them but not get the full benefit of
all of them. In each instance the em-
ployee has to pay something, of course.
He is paying twice. What we want to do
is to have it worked out on some basis to
the point at which medicare will take
the initial cost, and then let the health
employees program provide whatever
additional benefit the Civil Service Com-
mission and the Congress, working with
your committee and the comparable
committee in the Senate, would decide
would be appropriate.

But the way it is today, they are pay-
ing for two programs, and actually one
program is paying the cost of their medi-
cal services. We are not invading your
jurisdiction. We have a perfect right to
say what we do here in that we say:

(c) No payment may be made under this
title with respect to any item or service fur-
nished to or on behalf of any Individual on
or after January 1, 1972, if such Item or serv-
ice Is covered under a health benefits plan in
which sisch Individual Is enrolled under
Chapter 89 of title 5, United States Code,
unless, prior to the date on which such Item

or service is so furnished the Secretary shall
have determined and certified that the Fed-
eral employees health benefits program un-
der chapter 89 of such title 5 has been modi-
fied so as to assure that—

(1) there is available to each Federal em-
ployee or annuitant upon or after attaining
age 65, in addition to the health benefits
plans available before he attains such age,
one or more health benefits plans which offer
protection supplementing the combined pro-
tection provided under parts A and B of this
title and one or more health benefits plans
which offer protection supplementing the
protection provided under part B of this
title alone—

And so on. We have no jurisdiction in
this area, and that was recognized by
the author of this suggestion, Mr. BROY-
HILL, who incidentally used to be on
your committee. It would be his thought
and my thought completely that we are
not binding anybody here to do anything
outside of the executive branch. We are
trying, however, to put some degree of
incentive and inducement in other areas
downtown, other than the Department
of Health, Education, and Welfare, to
bring about some degree of integration
and avoid in the future this duplicate
payment by these people.

Any improvement of any program
would clearly have to initiate in the
gentleman's committee.

Mr. DANIELS of New Jersey. Unless
the Secretary of the Health, Education,
and Welfare determines and certifies
that the plan is modified to provide a
complimentary or supplementary level
of benefits, then—

Mr. MILLS. Medicare is not respon-
sible.

Mr. DANIELS of New Jersey. The em-
ployee is enrolled in that.

Mr. MILLS. The employee is enrolled
in that program and he has been paying
for it.

Mr. DANIELS of New Jersey. Then
I refer the gentleman to page 116 of the
committee report, where you go on to
state, as I interpret it, that the Govern-
ment will be obliged to pay 50 percent
of the high-option benefits premium. I
am wondering—

Mr. MILLS. Very frankly, I would
have preferred that that provision not
be worded quite that way because It can
be interpreted by some as a directive by
our committee to your committee with
a specified position. Frankly, I do not
think Congress has any right legally or
under the Constitution to tell one de-
partment of the Government anything
more than to report back to us with a
solution. I do not think we can tell that
department, frankly, that you have got
to do it in this particular way.

Mr. DANIELS of New Jersey. I thank
the gentleman for his explanation.

Mr. MILLS. I do not think it would
be binding on them anyway.

Mr. HUNGATE. Mr. Chairman, will
the gentleman yield?

Mr. MILLS. I yield to the gentleman
from Missouri.

Mr. HUNGATE. Mr. Chairman, I re-
fer the chairman to section 263 of the
bill, page 136.

A great many of my constituents have
expressed interest in the subject of sec-
tion 263 regarding chiropractic cover-
age and services. I commend the corn-
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mittee for its study on this and I won-
der if the chairman can give us the
committee's views.

Mr. MILLS. The committee made as
diligent an effort In this area as it is
possible to make in any area, trying to
work this out. There are some questions
involved and there is still some argu-
ment between those who practice this
service and the department downtown
as to what the costs would be

This is not a one-sided matter. There
are some people violently opposed to
chiropractic services being included and
being described in a manner which will
make the practitioners physicians under
the program.

We have over 19 million people who
are eligible to participate in plan B. I
understand those 65 years of age and
older who actually from time to time
make use of chiropractic services num-
ber between 1 and 2 million. So the only
thing we could work out is that we would
be charging everybody—those who do not
use such services and those who do use
such services. And we tried to think of
doing it on the basis of leaving it up to
an individual and letting the individual
who did take the option pay more, but
it is my recollection that the costs of
that would have been much higher be-
cause the costs would have been paid
by the 1 or 2 million and not spread
over the 19 million. We have asked the
Department to report back to us just
how this coverage can be properly in-
cluded under the medicare program—
not whether it should be, but we have
asked them to tell us how it can be done.

Mr. HUNGATE. Mr. Chairman, I
thank the gentleman from Arkansas.

Mr. PE'ITIS. Mr. Chairman, will the
gentleman yield?

Mr. MILLS. I yield to the gentleman
from California.

Mr. PETI'IS. Mr. Chairman, I rise to
ask a question for clarification.

Section 227 of the bill adds a new sec-
tion 1862(d) providing that the Secre-
tary of Health, Education, and Welfare
will establish, in each State, "one or
more program review teams" after con-
sulting with "local professional societies,
carriers, intermediaries, and consumer
representatives." When a provider fur-
nishes unneeded services or supplies, and
so forth, the Secretary, with the concur-
rence of the physicians or other profes-
sional health personnel of the review
team, will be allowed to refuse payment
and, in some cases, to terminate agree-
ments with the offending provider. Was
it not the intention of the committee
that true peer review take place, and
is that not what was intended by the
phrase, "concurrence of the physicians
or other professional health personnel
of the review team"? For example, does
this not mean that when a physician
provider is charged with abuse, his con-
duct would be judged only by the physi-
cian members of the review team.

Mr. MILLS. It will have to be by his
peers. It has to be a doctor who is a peer
of a doctor. The peer of a lawyer is a
lawyer. This does not mean you have a
team of lawyers going In and trying to
evaluate the professional ethics and
background of a physician. There is no

question but what that is the intent of
the bill. I think really the bill itself is
clear, but I appreciate the gentleman's
raising the point, so there can be no
doubt as to what the intent of the lan-
guage of the bill is.

Mr. DENNEY. Mr. Chairman, will the
gentleman yield?

Mr. MILLS. I yield to the gentleman
from Nebraska.

Mr. DENNEY. Mr. Chairman, I have
just one question for clarification. I
heard the gentleman's statement about
raising the widows up to 100 percent of
entitlement if they apply after age 65.
Let us take the situation of a husband
who is 80 and whose wife is 74, and the
husband dies, and they have been draw-
ing social security. Is the widow still lim-
ited to 82.5 percent?

Mr. MILLS. No; this applies to those
now on the rolls and in the future who
become widows at 65.

Mr. DENNEY. Even though she is
drawing the widow's entitlement?

Mr. MILLS. She gets 100 percent after
January 1, 1971.

Mr. GUBSER. Mr. Chairman, will the
gentleman yield?

Mr. MILLS. I yield to the gentleman
from California.

Mr. GUBSER. Mr. Chairman, I know
the gentleman is familiar with the rather
unusual problem which exists in teach-
ing hospitals such as Stanford Univer-
sity. It is my understanding that lan-
guage in the bill would correct the situ-
ation so they can live with it.

Mr. MILLS. We thought so, but we
have a committee amendment to make
certain that amendment does exactly
what we intend it to do, and that amend-
ment will probably take care of it.

Mr. RHODES. Mr. Chairman, will the
gentleman yield?

Mr. MILLS. I yield to the gentleman
from Arizona.

Mr. RHODES. I thank my good friend
from Arkansas for yielding.

As the gentleman from Arkansas (Mr.
MILLS) is aware, I have been most inter-
ested in the concept of ambulatory sur-
gical centers as a means of reducing
medical costs while improving the qal-
ity of medical care now being delivered
to this type of patient. I have also been
privileged to direct the attention of the
committee to a presently operating come-
and-go surgical center in Phoenix, Ariz.,
known as Surgicenter. Surgicenter has
been approved by almost every major
commercial insurance carrier in the
Phoenix area.

At present, as the gentleman is aware,
some of the services provided by the
Surgicenter are not included within the
supplemental medical insurance pro-
gram.

It is my understanding, however, that
under the legislation reported by the
committee, services rendered by an in-
stitution such as Surgicenter could be
covered on an experimental basis. I
would like to ask the gentleman whether,
in his opinion, this could be done under
the proposed legislation.

Mr. MILLS. Let me say to my friend
from Arizona, under section 222, the sec-
tion to which the gentleman referred, the
Secretary would be permitted to con-

duct—the gentleman understands, he is
not required—a demonstration project
with a facility such as Surgicenter, Inc.,
and pay it for the noncovered medicare
services the institution furnishes on an
experimental basis.

I recall the gentleman's testimony
concerning this very fine facility in
Phoenix, and I trust the Secretary, who
is a very fine Individual, a very discern-
ing individual, as the gentleman is well
aware, will give every consideration to
its inclusion under the applicable provi-
sions of this legislation.

Mr. RHODES. I thank the gentleman.
Mr. CONABLE. Mr. Chairman, will the

gentleman yield?
Mr. MILLS. I am glad to yield to my

friend from New York, a member of the
committee.

Mr. CONABLE. I should like to com-
pliment my distinguished chairman on
his statement. There is some concern in
my State, I find, about something the
committee did relative to Federal reim-
bursement under the medicaid formula
under title XIX. As I recall, this provi-
sion increases the Federal share of re-
imbursement for treatment in outpa-
tient clinics in hospitals.

Mr. MILLS. That is true.
Mr. CONABLE. While decreasing the

Federal share paid for long-term patients
under medicaid.

Mr. MILLS. In skilled nursing homes.
Mr. CONABLE. In skilled nursing

homes. There is some feeling this might
run the cost of medicaid up. I wonder if
I could have the view of the distin-
guished chairman on that?

Mr. MILLS. The whole purpose, as I
said earlier, is to bring about a reduc-
tion in the total cost of medicaid, by
requiring the State agency which ad-
ministers the program to use greater care
with respect to the type of medical facil-
ity that is being used hi the care of the
particular patient who is eligible for
medicaid under that State law.

We feel—and we have a lot of evidence
to justify it—there is an extreme amount
of overutilization of skilled nursing
homes. In other words, the people could
get along just as well In the intermedi-
ate-care or domiciliary-type nursing
homes. They do not need the more ex-
pensive type of care provided In the
skilled nursing homes.

Mr. CONABLE. I thank the gentle-
man.

Mr. MILLS. The States can correct
this without any additional cost to them,
in our opinion. It does not mean that
anybody is going to be thrown out. If it
is decided that the patient has to stay,
if that is the opinion of the doctor and
the opinion of whatever review commit-
tee they may have, all we say is that we
are not going to pay indefinitely the
66 2/3 percent of the cost of such care in
Texas or the 80 percent of the cost in
Arkansas, that we will reduce that by
one-third. If they want to keep them
there, that is their business.

Mr. PICKLE. Mr. Chairman, will the
gntleman yield?

Mr. MILLS. I yield to my friend from
Texas.

Mr. PICKLE. I thank the gentleman
for yielding.
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What assurance do we have in this

bill that the intermediate care centers
will be given extra help in the further-
ance of this program, if these people are
assigned to them? Or what assurance
do they have that their program will
not be discontinued or cut ot!?

Mr. MILLS. There is no assurance of
that.

Mr. PICKLE. Or what assurance do
they have that the States can give them
this?

Mr. MILLS. There is nothing in this
bill on that. Whatever duration the State
sets for a person to reside or stay in a
domiciliary or nursing home we will
match it under present law. In your State
we said two-thirds of the cost would be
Federal, and it will continue to be, with
no cutoff date whatsoever for interme-
diate care. The only cutoff is with re-
spect to that type of expensive nursing
home care where we will say that if you
cannot get your patient well in 90 days,
where the patient can either go home or
to an Intermediate care facility, then
we will have to cut back on the amount,
because we are not going to continue to
have this thing jump up by millions of
dollars a year for every year in the fu-
ture. That is the whole purpose of It.
These are Federal dollars we are
spending.

Mr. PICKLE. Yes. Will the gentleman
yield further?

Mr. MILLS. Yes.
Mr. PICKLE. Under the bill as you

have it before us, there is approximately
$99 million to $100 million that will be
saved or cut from the Federal expendi-
ture in the future.

Mr. MILLS. It will not have to be
picked up by the States at all.

Mr. PICKLE. Who picks up that $99
million, then?

Mr. MILLS. Nobody.
Mr. PICKLE. Or even a reasonable por-

tion of it?
Mr. MILLS. If my friend from Texas

will listen to me for 1 minute, we have
unlimited evidence that the skilled nurs-
ing homes are being overutilized. The
gentleman knows the meaning of the
term "overutilization." It means that
people are staying there or days, weeks,
and months beyond the time required for
them to stay there in order to recover
from whatever ailment they have.

We cannot go on paying that kind of
cost. It is what we tried to stop in hos-
pitalization and have stopped in extended
care facilities under the medicare pro-
gram, where we have better control of it,
and we will not let these States who have
an overutilization problem spend us into
Federal debt. The committee will not, at
least.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, I yield myself 15 minutes.

Mr. Chairman, in view of the very able
and thorough explanation of this legis-
lation by the chairman of the committee,
I believe that my remarks can be quite
brief. I do want to rise, however, in sup-
port of this legislation.

This bill includes many structural
changes in the cash benefit program and
the medicare, medicaid, and maternal
and child health programs that, In my
judgment, are much needed and cer-
tainly produce a more equitable system.

Some of these changes remove clear in-
equities. Others, particularly in the medi-
cal programs, provide for experiments
and pilot projects within general guide-
lines that it is hoped will lay the founda-
tion for resolving some of our most dif-
ficult problems.

Let me emphasize, though, at this
point some of the more salient and im-
portant changes in our present systems
that are made by this legislation.

First, let me refer to the old age, sur-
vivors, and disability insurance program
that we normally refer to as the cash
benefit side of the system, as against the
health and medical programs, which
provide service benefits.

Mr. Chairman, a change which I
know will be welcomed by most Mem-
bers of the House and by many of our
people is the increase in the annual
amount that a person aged 65 or older
can earn and still be eligible for full re-
tirement benefits under the old age and
survivors insurance system. That amount
is increased to $2,000, fron its present
level of $1,680.

It should be noted at this point that
Congress has failed through the years to
keep the retirement test realistic in
terms of changes in the real value of our
money.

The cost of living has gone up from
time to time, as we all know. Eventually,
we have made corrections as far as cash
benefits are concerned. We have some-
times delayed, but we have always
done it.

In the case of the retirement test, how-
ever, we have neglected to keep its for-
mula consistent with changes in the cost
of living. I think the Increase we provide
here Is definitely a step in the right di-
rection.

Another major change, which I think
is most needed, would liberalize benefits
to widows and widowers. We must recog-
nize that a retired man and wife can
receive a benefit equal to 150 percent of
an individual's benefit. In other words,
if a retired male 65 or older is entitled
to $100, he and his wife can receive $150
In benefits. But, let us assume that the
husband dies. The living costs Qf the
widow are not reduced to $S2.50, auto-
matically, even though they may decline
to some extent because there is now only
one person in this household. But $82.50
is all the widow would be entitled to re-
ceive under present law. And It seems to
me this reduction to 821/2 percent of the
primary benefit has always been too
much as far as the widow is concerned.

So under this bill the widow would
be entitled to the same benefit that the
husband would have had as a primary
beneficiary. In other words, the widow's
benefit would become 100 percent of her
husband's primary benefit, rather than
82.5 percent as under present law.

Mr. Chairman, I think this is a most
necessary recognition of a problem af-
fecting many older people. It would
mean that some 3.3 million widows and
widowers would receive increased
benefits.

Another proposed change would per-
mit computation of benefits for men by
including years only up to age 62. Women
already can compute benefits by this

method, so this is simply a matter of
producing equity for men.

Another proposed change, which the
chairman mentioned, is one of particu-
lar concern to me. It came to my atten-
tion that a married woman who had
worked much of her life, took an actu-
arially reduced benefit at age 62, based
upon her own earnings record. Then,
when she became eligible at age 65 to
receive a wife's benefit, she was held to
the same reduction of her wife's benefit
at age 65 that she received when she
claimed a benefit on her own account at
age 62. In such a case, a wife who had
worked for years could be receiving a
much smaller benefit than a wife who
had never worked in her life.

This bill would correct that inequity,
and no longer penalize a woman worker
because she takes a reduced benefit be-
fore age 65 on her own account.

Mr. MILLS. Mr. Chairman, will the
gentleman yield at that point?

Mr. BYB.NES of Wisconsin. I yield to
the gentleman from Arkansas.

Mr. MILLS. Mr. Chairman, one point
I think everyone should understand in
connection with what the gentleman
from Wisconsin is talking about, is that
this lady was taxed during her working
years on her work record; is that not
correct?

Mr. BYRNES of Wisconsin. That is
right.

Mr. MILLS. It was on her own work
record that she claimed benefits at age
62. Her husband was taxed on his work
record during his working years, and
she claimed benefits as a wife on his
work record when she reached 65. Also
I believe the record ought to show that
the gentlewoman from Michigan (Mrs.
GRIFFrrJ!s) has been interested in this
matter for some time.

Mr. BYRNES of Wisconsin. That is
one of the areas which she and I have
been working together on—the equal-
ization of disparities in benefits between
men and women, and between working
women, and other women.

Mr. MILLS. But until we can do what
the gentlewoman has recommended, this
provision at least corrects the inequity
that arises in this particular case.

Mr. BYRNES of Wisconsin. I am not
suggesting—and the gentlewoman from
Michigan and the gentleman from
Arkansas woul not agree, I am sure—
that we have in this bill removed all the
inequities that we would have liked to
remove. There were Items on which I
think most committee members wanted
to act. There was, for Instance, the mat-
ter of covering the disabled under medi-
care. This was one of many suggested
changes which we knew had great merit,
but which we could not include In the
bill. Managing this system Involves much
more than simply providing benefits. We
also have to be concerned with how we
are going to pay for any benefits that
we do provide, and how we are going to
keep the system in balance.

Let me suggest that this sort of prob-
lem involves basic questions which should
be of concern not only to our committee,
but to every Member of this House. And
I am talking primarily about maintain-
ing the integrity of this system.
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Let us remember that some 25 million

people are receiving cash benefits under
this system and are dependent upon It
in varying degrees. Some 72 million more
are contributing to social security, and,
therefore, have a vital Interest in It.

One of the worst things this Congress,
or any Congress, could do would be to
take action which would jeopardize the
capacity of the system to meet future
commitments to those people who to-
day are paying taxes. And this could be
jeopardized If the burden of taxes rose
beyond a tolerable level.

So as we look at proposals to liberalize
benfits or to make any changes that cost
money, we have to balance these against
the burden they would impose on tax-
payers. I suggest that we are reaching
the point where that burden is tremen-
dously high, and from now on we are
going to have to be extremely cautious.

Mr. MiLLS. Mr. Chairman, will the
gentleman yield?

Mr. BYRNES of Wisconsin. I yield to
the gentleman.

Mr. MILLS. I appreciate so much the
gentleman from Wisconsin bringing up
this matter. I have tried to impress upon
the people who are presently receiving
these benefits this very fact, that as this
tax goes up It becomes an ever-Increas-
ing burden. And this tax, being Imposed
on wages without allowing deductions or
a personal exemption, is different from
the income tax.

For instance, I think the membership
should know that the 1st of January
1971, if a man is making $9,000 or more
he will be paying $468 in that year in
social security tax.

Mr. BYRNES of Wisconsin. And I
would add that it must be recognized
that not only are we increasing the tax-
able base from $7,800 to $9,000 in this
bill, but we also are increasing the rate,
eventually, by 1.2 percent, which is an
additional burden. We are approaching
a point, in fact, under the bill, where a
family of four with $7,000 annual income
will be paying more in social security
taxes than in income tax.

And this does not take Into account
the situation of the self-employed, whose
tax Is even higher.

In another dimension, we also have
to recognize that the tax on the em-
ployer constitutes money which other-
wise might go for an increase In take-
home pay or other benefits to the worker.
So the worker is, in large measure, pay-
ing not only his own tax but the em-
ployer's tax as well.

Mr. GROSS. Mr. Chairman, will the
gentleman yield?

Mr. BYRNES of Wisconsin. I yield to
the gentleman.

Mr. GROSS. Mr. Chairman, the gen-
tleman from Wisconsin is making an im-
portant statement and it seems to me
there ought to be more than 13 Members
on the floor of the House. Therefore,
Mr. Chairman, I make the point of order
that a quorum is not present.

The CHAIRMAN. The gentleman from
Iowa makes the point of order that a
quorum is not present. Evidently a
quorum is not present. The Clerk will
call the roil.

The Clerk called the roll, and the
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following Members failed to answer to
their names:

IRoll No. 134]
Adams Eckhardt Pirnie
Addabbo Edwards, Calif. Poliock
Albert Ellberg Powell
Alexander Evins, Tenn. Rarick
Anderson, Findley Reid, N.Y.

Tenn. Foreman Reifel
Ayres Galifianakis Riegle
Baring Goldwater Rivers
Belcher Gray
Bell, Calif. Hansen, Wash. Robison
Bingham Harsha Rogers, Cob.
Blatnik Hays Rogers,
Brown, Calif. RObert Rosenthal
Brown, Mich. Horton Roudebush
Buchanan Jacobs Scheuer
Burton, Utah Kirwan Sikes
Bush Kleppe Smith,
Byrne, Pa.
Celler

Kiuczynskl
Kyl

Springer
Stafford

Chamberlain
Chappell
Clark

Landgrebe
Leggett
Mccarthy

Stokes
Stratton
Symington

Clay
Cohelan

MacGregor
Matsunaga

Tiernan
Tunney

Colmer Mlkva
Corbett
Davis, Ga.
Dawson

Miller, Calif.
Murphy, N.Y.
Nichols

Wilson,
Charles H.

Young
Dellenback
Dlggs

Ottinger
Patman

Accordingly the Committee rose; and
the Speaker pro tempore (Mr. PRICE of
Illinois) having assumed the Chair, Mr.
DINGELL, Chairman of the Committee of
the Whole House on the State of the
Union, reported that that Committee,
having had under consideration the bill
H.R. 17550, and finding itself without a
quorum, he had directed the roll to be
called, when 342 Members responded to
their names, a quorum, and he submit-
ted herewith the names of the absentees
to be spread upon the Journal.

The Committee resumed its sitting.
The CHAIRMAN. The Chair recognizes

the gentleman from Wisconsin (Mr.
BYRNES).

Mr. BYRNES of Wisconsin. Mr. Chair-
man, the burden of taxes that today's
workers and tomorrow's workers will pay
can be determined by looking at page 11
of the committee report which sets out
the schedule of those rates for the old
age, survivors, and disability insurance
program and the health insurance pro-
gram.

The rates on page 11 are those the em-
ployee must pay himself and therefore
state only one-half of the actual total
rate. In order to get the total rate, we
must double the rate shown on page 11
for employees since an equal amount is
also paid by the employer on behalf of
the employee. The rate on the self-em-
ployed, which is generally about 50 per-
cent higher than the individual employee
rate, is also shown in this chart.

The chart shows that the real rate we
are imposing by this bill on tomorrow's
workers will reach 13 percent in 1980.
And this assumes that no further in-
creases are to be enacted in the future.

Let it also be remembered that this is
a gross tax on wages or self-employment
income. The tax is imposed on the first
dollar a person earns. There is no deduc-
tion allowed. personal exemption is not
provided. Medical expenses, work-related
expenses, casualty losses, and other items
that are allowed in our income tax law
are not allowed in the application of this
tax. The student who works this summer
and earns a very small amount will pay

H 4657

no income taxes, but he will pay a social
security tax.

Amending the Social Security Act is
not a one-sided proposition. We have to
look at the benefits, as we have in this
bill, to be sure that we provide equity to
social security beneficiaries, but we can-
not simply focus on the benefit side of
the ledger. We must also look at the bur-
den we are placing on the workers to pay
for those benefits.

Quite frankly, I am afraid that too
many Members of this House—and I am
sure the situation is also true of the other
body—have a tendency to look only at
the benefits side of the picture. That is
apparent if we look at the bills that have
been introduced by various Members of
the Congress. Nearly 1,000 bills have been
induced to improve the social security
program. While nearly all of these bills
impose substantial costs, very few of
them provide for the corresponding in-
crease in the tax burden that would be
necessary. Mr. Chairman, we must recog-
nize that amendments to the progrm
are a two-edged sword.

Let me briefly talk about the amend-
ments to the medical programs—medi-
care, medicaid, and maternal and child
health—included in this bill. This bill
does not meet all of the problems that we
face in these difficult programs. We have
a long way to go before we can be con-
tent with our medicare and medicaid
programs.

These programs do need remodeling.
In this bill we did not remodel either.
We have faced up to some of the indi-
vidual problems that have developed and
recommended specific solutions that we
feel are sound.

Particularly in the medicaid program—
which is now a $5 billion program and
still growing—much more needs to be
done, I am inclined to think we should
look at the potential of converting medi-
caid, to the extent feasible, into a pro-
gram of a subsidized Insurance and im-
pose a premium liability on the basis of
the individual's capacity to pay rather
thaii retaining the present welfare
program.

But that is something for the future.
In the present bill we have done the best
we can do with the information available
and the suggestions that were presented
to the committee. Looking at the im-
provements as a whole, we have to say
we have every expectation they will lead
to improvement.

But now, Mr. Chairman, let me focus
on an aspect of the bill that disappoints
me a great deal. That Is the refusal of
the committee—and I dislike to say this,
but it is a fact—on a partisan basIs, to
do what both major party platforms in
the last election recommended: Provide
for automatic Increase in -social secu-
rity benefits commensurate with increase
in the cost of living.

For my friends on the other side, in
case they have not read their 1968 t'mo-
crat platform recently, let me quote
from it:

OLDER CITIZENS
A lifetime of work and effort deserves a

secure and satisfying retirement. Benefits
especially minimum benefits, under Old Age,
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Survivors, and Disability Insurance should
be raised to overcome present inadequacies
and thereafter should be adjusted automat-
ically to reflect the increases in living costs.

When the President of the United
States sent his message on social secur-
ity to the Congress, he recommended an
"escalation provision" for social security
recipients. He stated:

I propose that the Congress make cer-
tain once and for all that the retired, the
disabled, and the dependent never again
bear the brunt of Inflation. The way to pre-
vent future unfairness is to attach the benefit
schedule to the cost of living.

Describing the recommendation he
made, the President went on to say:

Benefits will be adjusted automatióally
to reflect increases in the cost of living. The
uncertainty of adjustment under present
laws and the delay often encountered when
the needs are already apparent is unneces-
sarily harsh to those who must depend on
Social Security benefits to live.

Benefits that automatically Increase with
rising living costs can be funded without In-
creasing Social Security tax rates so long as
the amount of earnings subject to tax re-
flects the rising level of wages. Therefore,
I propose that the wage base be automatic-
ally adjusted so that it corresponds to in-
creases In earnings levels.

These automatic adjustments are Inter-
related and should be enacted as a pack-
age. Taken together they will depoliticize,
to a certain extent, the Social Security sys-
tem and give a greater stability to what has
become a cornerstone of our society's social
Insurance system.

Mr. Chairman, we will propose as a
motion to recommit with Instructions to
report It back with an amendment pro-
viding automatic cost of living adjust-
ments to take effect not in substitution
of anything that has been done in this
bill, but to assure that in the future
these benefits we have provided will keep
pace with changes in living costs.

Our motion will insure that the earn-
ings test, the amount people can earn
without suffering diminution of bene-
fits, will also keep pace with increases
In real earnings.

In order to insure the financial in-
tegrity of the system as the President em-
phasized, the wage base will automati-
cally be adjusted every 2 years as the
earnings of covered workers Increase.
This will maintain the existing relation-
ship between the wage base and the
wages of covered workers.

Under the provision for automatic
benefit increases, we will compare in the
third quarter of each year the change in
the cost of living as against that in the
third quarter of the previous year.
Whenever the cost of living has in-
creased by 3 percent or more there will be
a comparable increase in social security
benefits beginning the following year.

The wage base computation will only
be made every other year—in each even-
numbered year beginning in 1972. This
will avoid constant change in the wage
base subject to tax with the readjust-
ments of payrolls that would be nec-
essary. The average wages paid covered
workers in the first calendar quarter of
the computation year will be compared
with those paid covered workers in the
first quarter of 1971. The taxable wage
base will be adjusted, effective the 101-
lowing January 1, by a corresponçling
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amount. A corresponding increase will
also be provided in the earnings limita-
tion, again effective the following Janu-
ary 1 for all calendar year taxpayers.

I hope the House will act on this issue
on a bipartisan basis, as was expressed
in both political platforms in 1968, in
order to provide the simple justice that
social security beneficiaries—both pres-
ent and future—deserve and have been
promised.

Let me make it clear that this does
not assume that the administration and
the Congress will not have to consider
the appropriations of benefit levels
sometime in the future. I believe it will
be essential to do so, as we have in the
past. From time to time, we should look
at the changes in the standard of living
and the general economic conditions un-
der which all our people live in consider-
ing the benefit level. There should be ad-
justments when these criteria require
them, and Congress can specifically deal
with this issue periodically.

This amendment does not foreclose
Congress from acting, but simply says
that in the event Congress does not act,
Increases will be automatic. This will
give the older people, dependent upon
social security as their base of protec-
tion, an assurance that there will not be
a long delay in compensating them for
any inflation that occurs. There have
been serious delays Mr. Chairman, the
most conspicuous being between 1940
and 1951, and between 1959 and 1965
when no increases were granted. Some
people retire and die before needed in-
creases are enacted. Even those who col-
lect increases have lost something in the
interim.

I am not criticizing the committee for
not having kept benefits current with
the cost of living, but we can criticize
the delay that has often occurred. This
delay often has been much longer than
would have occurred if we had provided
automatic increases.

I know the argument will be made
that we are delegating some authority to
the executive branch. We are not dele-
gating authority. We are saying in the
statute that when specific well-defined
events occur, certain equally specific and
well-delivered results will ensue. We are
not granting discretion to someone In
the executive branch, or providing them
with any options. We require specific ac-
tion in the event of specific circum-
stances.

We also leave open to ourselves the
opportunity—and I hope we will act on
it, to make additional adjustments above
the cost-of-living increases that may be
necessary to maintain the standard of
living of older people.

Mr. Chairman, I hope that this bill Is
adopted. I think it is good legislation.
But I think we can make it much better
and keep our promise, both as Republi-
cans and Democrats, to the American
people by adopting the motion to re-
commit.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, I yield such time as he may require
to the gentleman from Virginia (Mr.
BROYHILL).

(Mr. BROYHILL of Virginia asked and
was given permission to revise and ex-
tend his remarks.)
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Mr. BROYHILL of Virginia. Mr. Chair-

man, I rise in support of this legislation.
Mr. Chairman, HR. 17550 contaIns

some badly needed changes in the social
security, medicare, and medicaid pro-
grains.

On balance, It is a sound bill, providing
greater equity than existing law for both
the beneficiaries of these programs and
for the taxpayers who support the pro-
grams.

But this is not to say the measure Is
flawless. Along with a number of my
colleagues, I am concerned about one of
its provisions, a major omission from it,
and one of its implications.

The provision of concern is the 5-
percent increase in cash benefits. Al-
though I am wholeheartedly in favor of
increasing social security payments so
that beneficiaries do not have to lower
their standards of living in inflationary
times, I also am concerned about the
burdens imposed on taxpayers every time
benefits are increased. Together with the
15-percent rise we approved late last
year, this newly proposed advance would
bring the total benefit increase within
1 year's time to 21 precent, which is far
above the advance in living costs due to
inflation in this period.

The omitted item of concern is the ad-
ministration's proposal to tie social se-
curity benefits in the future to increases
in the cost of living. It is truly unfortu-
nate that this was kept out of the bill by
a straight, party line vote, especially in
view of the fact that such a provision
has been endorsed by both political
parties.

The provision, among other things,
would assure beneficiaries that they
would no longer have to bear the brunt
of soaring inflation. Our civil service re-
tirees have had this assurance for 8 years,
and our military retirees have had It for
12 years, so why should our social secu-
rity beneficiaries not have this assurance
now?

Tying benefit increases to a reli-
able statistical gage—actual increases in
earnings of workers in covered employ-
ment—would be far more realistic and
economically practical than leaving them
dependent upon executive discretion or
congressional inclination.

I might emphasize the point, which al-
ready has been made, that this provision
would not turn over a congressional pre-
rogative to the executive branch. The
Congress still would be free to make
whatever adjustments in social security
it deemed desirable or necessary. Due at-
tention could be paid, for e3cample, to
changes in standards, as well as basic
costs of living.

My third cause for concern has to do
with the actuarial imbalance the bill
would bring about.

It is, of course, not the imbalance it-
self that bothers me. But the Committee
on Ways and Means has, in the past,
adhered strictly to rather narrow cri-
teria on imbalances in social security
funds. And I am lending support to this
bill on the assumption, and trust, that
the anticipated imbalance—however
slight and short lived—does not repre-
sent a departure from longstanding
form, and will not be used to provide a
precedent for a policy shift in the
future.
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As I said at the outset, the bill is a

good one, on balance. I have discussed
my three points of concern not so much
to sound an alarm as to raise a note of
caution.

The measure's imperfections are not
only far outweighted by its merits, but
are insufficient to form a solid base of
opposition. They do not represent dam-
age to the social security system, but they
do represent steps which should be taken
with great care, to avoid some serious
stumbling in the future.

Most of the proposed changes in the
social security system embodied in HR.
17550 are not only sorely needed but long
overdue.

I have felt foi' some tune that the re-
tirement test needed to be liberalized.
Certainly a limit of $1,680 on the amount
a beneficiary could earn annually with-
out having his benefits decreased is not
realistic. This exemption should be high-
er, and $2,000 is clearly not too high.

Other needed changes are proposed in
benefits for widows and widowers, about
3.3 million of whom would be eligible
for additional, and more equitable, pay-
ments starting in January of 1971.

For example, a lady who applies for
widow's benefits at age 62 or older is en-
titled now to receive only 82 percent of
the amount her husband would have been
eligible to receive. Under the bill, she
could receive 100 percent of the hus-
band's benefits.

Still another praiseworthy provision
would liberalize the jaw allowing a so-
cial security wage credit of U to $100
a month—in addition to credit for basic
pay—for military service performed af-
ter 1967. H.R. 17550 would provide those
additional wage credits for military serv-
ice starting in 1957, the year when miii-
tary service became covered under social
security.

As laudable and desirable as such
changes would be, however, perhaps the
most welcomed improvements proposed
in the bill would be in the medicare, med-
icaid and maternal and child health pro-
grams.

Taken as a whole, these proposals
would make the programs much more
effective than they are today, Costs
would be held down without sacrificing
the health needs of the beneficiaries. And
considering the financial condition of the
medicare program, these ai'e the sort of
changes which simply must be made.

Although this entire section of the bill
is commendable, I am especially pleased
with one particular provision which is
designed to bring about coverage, sup-
plementary to medicare, in Federal em-
ployee health benefit plans.

This provision specifically would re-
quire that, effective January 1, 1971, no
payment would be made under medicare
for services which also were covered un-
der a Federal employee health benefit
plan, unless in the meantime the entire
Federal employees health benefit pro-
gram had been modified to include cov-
erage supplemental to medicare, and pro-
visions assuring that Federal employees
and retirees age 65 or older would con-
tinue to have the benefit of Government
contributions toward their health insur-
ance premiums.

Under present law, the Federal em-
ployee health benefit plans provide coy-
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erage which duplicates that of medicare.
But they do not make payments for serv-
ices which are duplicated. Participants
in both programs can collect only
through medicare.

A Federal employee may have contrib-
uted all along to one of these Government
plans and to medicare, too, yet would be
able to benefit under medicare only.

Most private employers have furnished
their employees with supplementary
health care covei'age. The Government
has not done so, with the resultant in-
equities to Federal employees and re-
tirees.

This provision of HR. 17550 should
force the Government's hand, and bring
an end to an unfair practice.

Because of that provision, and because
of the many others which make HR.
17550 a bill of great value overall, I com-
mend it to the House, Mr. Chaii'man, and
urge its approval.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, I yield such time as he may require
to the gentleman from Michigan (Mr.
CHAMBERLAIN).

(Mr. CHAMBERLAIN asked and was
given permission to revise and extend
his remarks.)

Mr. CHAMBERLAIN. Mr. Chairman, I
rise in support of HR. 17550, the Social
Security Amendments of 1970.

This is not to say that I am completely
satisfied with this bill in all respects. I
am not. This legislation does not include
all the reforms that the President re-
quested nor some additional changes
which I believe should be made.

Nonetheless, H.R. 17550 makes definite
and much needed progress in a number
of areas which should serve to provide
greater equity in our social security
program.

Particularly encouraging is the com-
mittee's approval of the administration's
proposals to improve benefits for widows
and increase the amount that an indi-
vidual may earn without losing benefits.
While I personally had hoped that the
retirement test could have been further
liberalized and sponsored legislation to
raise the annual limit to $2,400, I believe
that the recommended increase from
$1,680 to $2,000 a year will be of con-
siderable help to those who have to work
to supplement their retirement incomes.

I was very disappointed, however, that
the committee rejected the proposal to
provide automatic cost-of-living in-
creases in benefits which I have joined in
urging for some time and which was
requested by the President. I feel it is
i'egx'ettable that this decision was made
by a strict party line division which is
particularly surprising when you con-
sider that such a provision was recom-
mended in the platform of the Demo-
cratic Party in 1968 as well as in the
platform of the Republican Party. This
reform would have assured that the level
of benefits would not lag behind the rest
of the economy during periods of infla-
tion and would have helped to remove
social security adjustments from the
political arena into which they have too
often been cast. I commend to the at-
tention of my colleagues the supple-
mental views contained in the report
accompanying this bill which discussed
this and other shortcomings of the bill as
finally approved by the committee.
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In addition, I support the purposes of
the provisions of the bill designed to im-
prove the effectiveness and hold down
the cost of medicare and medicaid and
maternal and child health programs.
Because of the complexity of these pro-
grams we will have to watch carefully
how these reforms are implemented in
practice. It is apparent from the diffi-
culties that have been experienced to
date that the changes recommended by
the committee deserved to be tested.

Another area which I very much re-
gret the committee has passed over this
time is the proposal to eliminate the re-
quirement that those who continue to
work past the age of 65 must neverthe-
less continue to pay social security taxes.
There are hundreds of thousands of peo-
ple over 65 who because they continue
to work cannot under the present law
receive any social security benefits, while
many others have their benefits re-
duced. This built-in antiwork discrimi-
nation is compounded by the fact that
these same people must continue to pay
social security taxes, even though they
will probably draw benefits for fewer
years than those who fully retire at age
65. This is clearly unfair and should be
corrected.

These are, of course, not all the reser-
vations which I have about the legislation
before us today. Nonetheless, I am satis-
fied the bill is the best that can be ob-
tained at this time and urge its adoption.

Mr. DEL CLAWSON. Mr. Chairman,
will the gentleman yield?

Mr. BYRNES of Wisconsin. I yield to
the gentleman.

(Mr. DEL CLAWSON asked and was
given permission to revise and extend
his remarks.)

Mr. DEL CLAWSON. Mr. Chairman,
I thank the gentleman for yielding.

Mr. DEL CLAWSON. Mr. Chairman,
although official business in my congres-
sional district requires that I leave before
the final vote is taken on the bill before
the House of Representatives today, I
would like to state that had I been pres-
ent my vote would have been for HR.
17550, the Social Security Amendments
of 1970.

Mr. WINN. Mr. Chairman, will the
gentleman yield?

Mr. BYRNES of Wisconsin. I yield to
the gentleman from Kansas.

(Mr. WINN asked and was given per-
mission to revise and extend his re-
marks.)

Mr. WINN. Mr. Chairman, I support
HR. 17550. I wish to commend my col-
leagues on the Ways and Means Commit-
tee for correcting a number of long-
standing inequities in the social security
system by this bill, H.R. 17550. I point
specifically to that provision which lib-
eralizes disability insurance benefits for
blind persons and to that which raises
the earnings level from $1,680 to $2,000 a
year. Both revisions follow closely legis-
lation which I have introduced in both
the 90th and 91st Congresses and which
is very long overdue.

However, I feel it is most unfortunate
that this bill is being debated here in the
House under a closed rule because it does
contain one provision which relates to
the medicaid program and will have a
serious and adverse affect on many in-
capacitated elder citizens who must
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spend lengthy periods of time in some
kind of skilled nursing home. We, In
Kansas, have an unusually high ratio of
senior citizens and many are benefiting
from the medicaid program. It is esti-
mated that this bill could withdraw at
least $5 million which would have to be
made up by State revenues, and it is
unlikely the State can take up this ad-
ditional burden. I fear that enactment
of this provision in H.R. 17550 will mean
disaster for Kansas wel2are program for
the aged will result in the closing of
many skilled nursing homes, already in
desperate short supply.

Mr. MYERS. Mr. Chairman, will the
gentleman yield?

Mr. BYRNES of Wisconsin. I yield to
the gentleman from Indiana.

(Mr. MYERS asked and was given per-
mission to revise and extend his re-
marks.)

Mr. MYERS. Mr. Chairman, I whole-
heartedly support the provisions in the
Amendments to the Social Security Act
which would increase payments to the
26.2 millIon beneficiaries by 5 percent,
increase the income limitation to $2,000,
and increase survivor's benefits to 100
percent of the primary Insurance amount.

I have some doubts about certain other
provisions in this measure dealing with
medicare and medicaid, but because of
the closed rule under which we are con-
sidering this legislation it cannot be
amended.

It is that which has been omitted from
this measure that concerns me most.
There is no doubt of the need for the
increase in payments for those living on
these benefits so long as we are experi-
encing the inflationary spiral we are in
today. However, Congress will once again
ignore its responsibility to these people
If we fail to make certain that such in-
creases are not used as a political foot-
ball which is passed only in election
years.

For that reason, I shall support the
motion to recommit this legislation with
instructions to the committee to amend
it to include the automatic cost-of-living
provision many of us have been working
for over the last several years.

There are those who will argue here
today that we should not do this because
Congress will lose control over social
security increases. To me that is an ad-
mission that Congress has used the social
security issue as a political football. My
provision for granting automatic in-
creases based on the cost of living and
not whether it is an election year would
make the Social Security Administration
responsive to the needs of the people.

While a stable dollar is the major long
range need to protect older Americans
and others who must depend on relatively
fixed incomes, I feel this immediate ac-
tion is required to provide help to these
persons against the ravages of inflation.
Adoption of our porposal to provide auto-
matic increases in social security benefits
eiuai to rises in living costs would be a
major step in that direction.

As introduced and supported by scores
of minority Members in the House, such
an amendment to social security would
provide that whenever the consumer
price index goes up by a specified per-
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centage, then old-age, survivors, and dis-
ability insurance benefits would be in-
creased in an equal percentage.

The most important argument for au-
tomatic cost-of-living increases in social
security benefits, of course, is the help
it would give to older people.

Most older Americans are relatively
defenseless against higher living costs
produced by the inflationary spiral. Help
should be available to the retiree as soon
as he or she is hit by the dollar-value
loss. He should not have to wait i 2, 3,
to 5 years for such relief through general
amendments to the Social Security Act.
This is especially so when such increases
often fail to compensate fully for
changes in living costs anyway.

it is regrettable, but true, that many
of the elderly simply cannot wait. Some
are of most advanced age and may not
even live to get the benefit of increase
"promises." A high percentage of these
extremely old people are ones with the
lowest resources.

I believe that compassion, equity, and
coinmonsense demand that we stop mak-
ing older people wait until some future
Congress chooses to compensate them
for social security benefit losses created
by inflation.

Convinced as I am of the urgent need
for this reform in the social security sys-
tem, I have introduced legislation in sup-
port of the cost-of-living provision and
will continue to do so with the hope the
majorities in Congress will cease its op-
position and join us in providing for an
automatic offset against the hardships
of inflation and. its resulting rise in
prices which plague our senior citizens.

Mr. MILLS. Mr. Chairman, I yield
such time as he may require to the gen-
tleman from Lottisiana (Mr. BOGGS).

(Mr. BOGGS asked and was given per-
mission to revise and extend his re-
marks.)

Mr. BOGGS. Mr. Chairman, the com-
mittee has done an outstanding job in
reporting this bill. It is vitally impor-
tant to the millions of Americans who
receive social security benefits.

Mr. Chairman, I want to express my
support of the provisions of H.R. 17550,
even though in many ways the bill does
not go as far as I had hoped that it
would.

The 5-percent benefit increase coupled
with the 15-percent increase voted last
December will greatly improve the abil-
ity of the beneficiaries to get along.
Under the bill monthly benefits for a
retired worker on the rolls who retired at
age 65 or later would range from $67.20
to $231.90. Under existing law, the bene-
fit range for those now receiving old-age
benefits is $64 to $220.80. I would like
to have raised the minimum benefit to
at least $80, because, as we all know,
those at the lower end of the benefit
scale are generally in the greatest need,
and I hope that in the near future we will
be able to raise the flew minimum of
$67.20 substantially.

Under the bill, benefits to widows and
widowers if taken at age 65 or later
would be increased to 100 percent of the
worker's primary insurance amount.
Under present law, the widow or widower
receives a benefit equal to 821/2 percent
of the worker's primary insurance
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amount whether the benefit is applied
for at age 62 or later. Your committee's
action corrects this long standing weak-
ness in the social security program. For
a widow or widower making application
for benefits before age 65 the benefit
would range from 82.9 percent at age 62
to 100 percent at age 65.

In addition, the bill would increase the
amount that a person may earn without
having his benefits withheld. Under
existing law if he earns more than $1,680
a year he loses some or all of his bene-
fits; between $1,680 and $2,880, $1 In
benefits is withheld for each $2 of earn-
ings and above $2,880, $1 in benefits is
withheld for each $1 of earnings. Under
the bill he would be able to earn $2,000
a year without losing any benefits and
the $1 for each $2 band would be ex-
tended to $3,200 of earnings. These
changes will make it possible for those
among the beneficiaries who are able to
work to supplement their social security
benefits with fairly substantial earnings.

One improvement that I am particu-
larly pleased to see in the bill Is the
change in the method of figuring benefits
for male workers. Under present law ben-
efits are figured differently for men and
women and the result is a lower ben-
efit for a male worker than for a woman
worker with the same earnings. Under
this bill, benefits for both men' and women
would be averaged over a number of years
figured up to the year the worker at-
tained age 62, as is presently the case
for women workers. This provision means
that a man and woman of the same age
working side by side in a factory and
earning the same amount of money would
receive the same retirement benefit.

Two other changes in the program in-
corporated in this bill are due in large
part to the efforts of our distinguished
colleague from Michigan, the Honorable
MARTHA GRIFFITHS. Under present law
a divorced wife or surviving divorced
wife can receive benefits on her former
husband's account if they had been mar-
ried for at least 20 years, if, at the time,
she applies for benefits she was receiving
support from her former husband or
there was a court order for her support.
Many women at the time of the divorce
take a property settlement in lieu of ali-
mony or for other reasons refuse to ac-
cept any support. Also, in some few States
it is not possible under the law for a
woman to get alimony. Under the bill,
the support requirement would be re-
moved and benefits would be payable
solely on the basis of a marriage which
lasted at least 20 years. Also, under the
bill, widowers would be eligible to receive
benefits at age 60, the same as that for a
widow. Widow's benefits at age 60 have
been payable since 1965 and now the
same protection will be afforded depend-
ent widowers.

So far as medicare is concerned I am
glad to report that the bill would make
some much-needed improvements in the
health insurance program. But I am dis-
appointed that there is no provision for
medicare for the disabled. The 1967 So-
cial Security Amendments required the
Secretary of Health, Education, and Wel-
fare to establish an edvisory council to
study the problems of health insurance
for the disabled. In January 1969 the
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council recommended extension of health
insurance coverage to disabled benefici-
aries. I would have liked for this bill to
have included a provision to carry out
this recommendation Nevertheless, the
provisions that are included in the bill
are good ones and I hope that all of you
will join me in supporting them.

Mr. MILLS. Mr. Chairman, I yield such
time as he may require to the gentle-
men from Ohio (Mr. VANIK).

(Mr. VANIK asked and was given per-
mission to revise and extend his re-
marks.)

Mr. VANIK. Mr. Chairman, I am
pleased to support H.R. 17550, which
was reported out of the Ways and Means
Committee on which I am privileged to
serve. This proposal does not either com-
pletely or satisfactorily update the so-
cial security program, but it is a step in
the right direction.

This bill increases by 5 percent the so-
cial security payments to the 26.2 million
beneficiaries on the rolls at the end of
January 1971, and to those who come on
the rolls after that date. The benefit in-
crease would be effective for the month
of January 1971, payable in February,
and would mean additional benefit pay-
ments of $1.7 billion in the first year.

The bill would increase the amount a
beneficiary under age 72 may earn in a
year and still be paid full social security
benefits for the year, from the present
level of $1,680 to $2,000. Then, as in pre-
sent law, for the next $1,200 of earnings
there would be a reduction of $1 in a re-
cipient's social security benefits for each
$2 of earnings. A reduction of $1 would
be made for each $1 of annual earnings
above $3,200. This change would involve
a cost to the Social Security Fund of al-
most one-half billion annually.

Another provision would provide $700
million annually in additional benefits to
3.3 million widows and widowers on the
rolls at the end of January 1971 by pro-
viding that a widow or widower would be
entitled to a benefit equal to 100 percent
of the primary insurance amount, if first
applied for at age 65 or later. Benefits
applied for between age 62 and 65 would
be proportionately increased over the
present 82'/2 percent rate according to
the age of the applicant at the time of
application. In addition, widowers under
age 62 would be granted the same priv-
ilege of applying for benefits on an
actuarially reduced basis as now applies
to widows.

The further changes under this bill
eliminate the differences which favor
women over men by providing that male
retirees can compute their average earn-
Ings to age 62 instead of age 65.

In the medicare provisions, this pro-
posal seeks to make the medicare, medic-
aid and maternal and child health pro-
grams more efficient.

As I stated in my separate views on
this bill, I am distressed with the deci-
sion to reduce the old-age and disability
insurance fund by $30.2 billion in the
next 4 years with a compounded loss in-
cluding interest totaling $54.9 billion by
January 1, 1980.

The reduction of the old-age and dis-
ability tax rate was achieved by defer-
ring the scheduled Increase in the em-
ployer-employee combined contribution
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rate to 10 percent until January 1, 1975.
Present law would have increased the
combined 8.4-percent rate to 9.2 percent
on January 1, 1971, and to 10 percent on
January 1, 1973.

I cannot agree with the social security
authorities who deplore the healthy
growth of the social security fund. Those
who criticize and question the sound-
ness of this program are given comfort by
our legislative action which diverts al-
most $62.6 billion from the fund over the
next 40 years.

Under regular insurance actuarial
standards, the social security trust fund
is far below accepted reserve require-
meñts. The tax stretchout further re-
duces the strength of the trust fund at
a time of uncertainties beyond projection
or prophecy.

Our action in reducing the tax rate on
the old age, survivors', and disability in-
surance fund is an inflationary action
which comes simultaneously with income
tax reductions. It would seem provident
to place some of the tax reduction into
the retirement reserve.

Furthermore, the trust funds are be-
coming more substantial investors in the
Federal debt. The time is not far distant
when 40 percent of the Federal debt will
be held by trust fund accounts. The trust
fund contributions constitute the only
investment in the Federal debt of mil-
lions of American taxpayers. Incredible
as it may seem, the substantial invest-
ment of the trust funds in the Federal
debt have served to keep the Federal in-
terest rate and the public interest rate
from reaching even greater heights.

Those who oppose the increased re-
serves in the social security trust fund are
also those who oppose increased benefits.
They are willing to shortchange the trust
funds in order to reduce pressures for in-
creased benefits and services needed by
retired Americans. The worker-contribu-
tor will save a few pennies but the cor-
porations of America will have a windfall
of $15 billion in 4 years at the expense of
a stronger social security fund and a bet-
ter program.

It is my hope that the next Congress
will review this decision and take ap-
propriate action, if necessary, to
strengthen the social security fund.

Mr. MILLS. Mr. Chairman, I yield
such time as he may require to the
gentleman from New York (Mr.
GILBERT).

(Mr. GILBERT asked and was given
permission to revise and extend his re-
marks.)

Mr. GILBERT. Mr. Chairman, I wish
to congratulate anc compliment the
chairman of the Committee on Ways and
Means and the members of the comimttee
who worked so hard and diligently on
this bill.

Mr. Chairman, I rise in full support of
this bill to increase social security bene-
fits by 5 percent.

This bill is the logical extension of.
the bill passed by Congress last year in
which a 15-percent increase in social
security benefits was authorized for
more than 26 million Americans who to-
day receive social security benefits.

I am also pleased that the committee
has seen fit to take steps that will allow
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these senior citizens to live In relative
comfort and security during this par-
ticularly crushing inflationary period the
country is now undergoing.

The fight to increase the social security
check has been a long, hard, often
lonely battle for those of us who are
concerned about the plight of our senior
citizens. I laud the committee, and par-
ticularly our chairman, WILBUR MILLS,
for responding so well to this worthwhile
cause.

This bill, combined with last year's 15-
percent increase, is in accord with my
bill, provides a 20-percent benefit in-
crease at the beginning and provides
increases up to a total of 50 percent over
several years. This is a first step toward
the ultimate attainment of the 50-
percent increase in benefits which will
finally bring our golden age citizens U!)
to a decent minimum living standard.

I will not go into detail on the bill
since it has already been widely dis-
cussed, but the increases allowed in this
bill raising the present level from $1,680
a year to $2,000 a year are certainly a
step in the right direction.

For every $2 of earnings up to $3,200, a
recipient's benefits would be reduced only
by $1. This 'means that a social security
recipient not only has a higher level un-
der our bill, but is allowed incentive
earnings.

An important provision of the new
bill, as far as I am concerned, is the in-
creased benefits for widows up to age 65.
Up until now, they have only been receiv-
ing 80 percent of benefits. Under the new
bill, as I had earlier proposed to the com-
mittee, benefits will now be 100 percent.
There are presently more than 3 million
widows and widowers on social security
rolls. The increased benefits will drama-
tically increase their standard of living
under social security.

As always, my committee has reported
out a complex and tightly written bill
which is primarily designed to assist
those people who have worked hard all
their lives and deserve to 'live out their
retirement years in dignity and decency.
We have discovered in our investigations
in recent years that some social security
recipients have had to go on welfare to
survive. I cannot think of any worse con-
demnation of the social security system
than that. Last year's 15-percent in-
crease was an attempt to correct those
inequities.

This year's bill is the second phase,
and I am confident that as the years go
on, my committee—and the House—will
continue to move forward along the same
liberal lines.

In these years of inflation and de-
clining quality of services, we cannot de-
sert those millions of people who have
dedicated their lives to this Nation's im-
provement. This country was built by the
working man and he is the bulwark of
our free, democratic process today, and
we must insure that when the working
man or woman retire, we are not relegat-
ing him to second-class status. I am very
pleased with this year's bill, and I would
hope that it will receive the enthusiastic
endorsement of all the Members of the
House.

Mr. MILLS. Mr. Chairman, I yield
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such time as he may require to the
gentleman from Florida (Mr. PEPPER).

(Mr. PEPPER asked and was given
permission to revise and extend his re-
marks.)

[Mr. PEPPER addressed the Commit-
tee. His remarks will appear hereafter
in the Extension of Remarks.]

Mr. MILLS. Mr. Chairman, I yield such
time as he may consume to the gentle-
man from Kentucky (Mr. STUBBLEFIELD).

(Mr. STIJBBLEFIELD asked and was
given permission to revise and extend
his remarks.)

Mr. STUBBLEFIELD. Mr. Chairman,
since the bill to amend the Social Se-
curity Act has been brought to the House
floor under a closed rule, making it im-
possible to offer amendments from the
floor and making it necessary to vote
either for or against the measure in its
entirety, I feel that I must vote for the
bill. This is not to say, however, that I
favor all of its provisions. I am definitely
opposed to the nursing home provision
and I expect to do all within my power
to encourage the conferees to delegate
this section from the bill. I feel that it
would work a great injustice on all our
elderly citizens.

Mr. MILLS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Missouri (Mr. BuRLI-
SON).

(Mr. BURLISON of Missouri asked
and was given permission to revise and
extend his remarks.)

Mr. BURLISON of Missouri. Mr.
Chairman, today should mark a great
milestone In the lives of our senior Amer-
icans. The bill we are now considering
will add a 5-percent, across-the-board
Increase for social security recipients.
This, added to the 15-percent increase
which we approved a few months ago
means that many of our people have re-
ceived a substantial improvement in liv-
Ing standards In a short period of time.
The Congress is to be commended for
this action.

But this is not all we are doing by our
action today. We are, first, raising the
retirement exemption from the present
$1,680 to $2,000, with a 50-percent reduc-
tion In benefits between $2,000 and
$3,200.

Second. Benefits equal to 100 percent of
primary insurance for widows and wid-
owers over 65, with proportional in-
creases over the 82.5 percent current rate
for those between 62 and 65. In addition,
widowers under 62 would be granted the
same privilege accorded widows applying
for actuarially reduced benefits.

Third. Reduction of the computation
point for benefits for men from 65 to 62
and elimination of the actuarial reduc-
tion in spouse's benefits when such bene-
fits are applied for in addition to re-
tirement benefits.

Fourth. Permitting individuals receiv-
ing disability insurance, workmen's com-
pensation, and social security to receive
100 percent instead of 80 percent of aver-
age earnings.

Fifth. Extension of the $100 monthly
military service credit back to 1957 in-
stead of 1967 In current law.

Sixth. Raising the age for child's ben-
efits for persons disabled prior to age 18
to age 22.

Mr. Chairman, this is monumental leg-
islation. Hopefully, we will overwhelm-
ingly pass this bill today as an added in-
centive to the Senate and the President
to promptly get our legislation Into effect.

Mr. ROSTENKOWSKI. Mr. Chairman,
I rise in support of this bill.

Mr. Chairman, the bill not only im-
proves benefits but also makes significant
improvements in several provisions of the
social security law—provisions relating to
our old, our blind, our widows and widor-
ers and to those adults who have been
disabled since childhood. These provi-
sions will benefit the approximately 26
million recipients presently on the rolls
by increasing payments by nearly $4 bil-
lion during the first year after enact-
ment. In the State of Illinois alone there
are around one and a third million social
security beneficiaries whose benefits
would be increased under the bill by
about $230,000,000 during the first year.

Of course, there are still problems to
be solved and situations to be improved
in the social security system, but I believe
this bill has brought us further along on
the way to take care of those of our peo-
ple who can no longer take care of them-
selves.

The 5-percent, across-the-board In-
crease in social security benefits Is an
indication of our concern not to let the
income of our social security beneficiaries
lag behind the steady upward movement
of prices and wages.

I am happy to point out that the com-
mittee has increased the amount of
earnings a social security beneficiary may
have and still get full benefits. At present
that amount is only $1,680 a year. The
increase to $2,000 is not dramatic—it
should be more—but it does represent
the approximate increase in earnings
levels since 1968 when the $1,680 figure
was set. To that extent the committee has
recognized that these beneficiaries who
desire to and are able to work ought to be
encouraged. I think, therefore, we have
moved forward.

The bill corrects a situation relating
to the benefits to our aged widows and
dependent widowers. It recognizes that a
widow's needs are the same as those of
the retired worker, and provides that an
aged widow's benefits would be the same
amount as for the retired worker.

The bill will at long last remove an
inequality in the law under which retire-
ment benefits for men were computed on
a less favorable basis than for women. I
applaud this improvement. I hope that
sometime soon we will also find a prac-
tical and equitable way to base a hus-
band's and wife's retirement benefits on
their combined earnings under social
security.

Mr. Chairman, I am also pleased to
support the provision in the bill which
will extend disability benefits to those
young people who become totally dis-
abled after reaching age 18 but before
age 22, where the parent is retired and
getting benefits or has died. Patterns
of living, and our education and training
requirements have changed to the extent
that many young people do not have
any regular earnings and are dependent
on their parents for support until they
are in their early. 1920's. The law had
been brought up to date in one respect
by providing child's benefits to students

until age 22. This provision is a logical
and commendable extension of this
recognition.

Mr. Chairman, I have long been aware
of the particular handicap that besets
our blind disabled and I am pleased to
report that under this bill the eligibility
requirements for social security benefits
are somewhat eased for the blind.

Mr. Chairman, we all know Mark
Twain's witticism that everybody talks
about the weather but nobody does any-
thing about it. Similarly, there has been
a lot of concern but not much action
so far about the spiraling medical costs.
I am particularly pieased to support the
provisions of this bill that show ener-
getic and resourceful efforts to control
these costs and I earnestly hope that
they will be as successful as the members
of the Committee expect them to be.

Mr. Chairman, I am humbly proud to
have had a part in developing this bill
and I want, in particular, express my
admiration for the untiring and compe-
tent leadership of the chairman of the
Ways and Means Committee, our honor-
able colleague, WILBUR MILLS, in keep-
ing this bill on the narrow path between
the desirable and the possible. I entreat
my colleagues in this distinguished body
to join me in its support.

Mrs. GRtFFITHS. Mr. Chairman, as
a member of the Committee on Ways
and Means I wish to say that I strongly
support all of the provisions in the bill
reported by our committee. The bill
would make many improvements in the
social security program, a program that
is vitally important to millions of Ameri-
cans.

I was especially happy to see included
in the bill two of the provisions that first
I and then others among my fellow Con-
gressmen have been recommending for
so, long—provisions that would insure
that men and women in the same situa-
tion would be treated equally under the
program.

The age 62 computation point for men
provided by the bill will provide equal
treatment for men and women in deter-
mining benefit eligibility and computing
benefit amounts under the program.
Both will be figured up to age 62 now,
instead of up to age 62 for women and
up to age 65 for men, as is the case under
present law. As a result, a man and a
woman of the same age and with the
same earnings will get the same benefits.
No longer will the man get less, as he
does under present law.

Another area in which equal treat-
ment of men and women is provided by
the bill is that of the age of eligibility
for widow's and widower's benefits. Un-
der present law the age of eligibility for
widows is 60 while widowers must wait
until they are 62 to get their benefits. The
bill would lower the age for widowers
from 62 to 60,- making it the same as it
now is for widows.

This provision would correct an un-
equality in the treatment of men and
women that, has existed since 1965 when
the age of eligibility for widows was
lowered from age 62 to 60 but the age of
eligibility for dependent widowers re-
mained 62. There is no valid reason for
this difference in treatment of men and
women and It should be corrected.

Another provision I am particularly
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happy to see included in the bill is the
one that would eliminate the support
requirements for divorced wives ahd
widows. Under present law benefits are
payable to aged divorced women and to
divorced mothers with minor children
only If they meet rigid support require-
ments. When I offered the amendment
originally, I never expected it to work
in this way. I am happy now to correct
it. A divorced woman is required to show
that, first, she was receiving at least one-
half of her support from her former
husband; or second, she was receiving
substantial contributions from her for-
mer husband pursuant to a written
agreement; or third, there was a court
order In effect providing for substantial
contributions to her support by her for-
mer husband.

The intent of the Congress is providing
benefits for divorced women was to pro-
tect divorced women with young children
and women whose marriages were dis-
solved after they have reached an age
where they might not be able to go out
and earn retirement protection for them-
selves. The need for social security pro-
tection is particularly acute for women
who have spent their lives as home-
makers and who have never worked out-
side the home. Removal of the support
requirements will permit these women to
qualify for benefits.

These provisions are unquestionably a
substantial move in the direction of equal
treatment of men and women under the
program and, as I have said, I strongly
support them. I must say though, that I
was most disappointed that the bill does
not include other provisions that are
needed in order to give equal treatment
to women and men. We need to eliminate
the support requirements for husband's
and widower's benefits since there are no
support requirements for wife's and
widow's benefits and we ought to provide
father's benefits under the same condi-
tions as we provide mother's benefits.

And I was more than disappointed that
our committee did not see fit to include
my proposal to permit a working couple
to combine their earnings and have their
social security benefits figured as though
all of their earnings were the earnings of
one of them. Under present law an aged
couple can get less in total monthly
benefits if both the man and wife worked
than a couple getting benefits based on
the same total earnings where only the
husband worked. For example, when only
the husband works and earns $7,800 a
year, benefits to the couple at age 65
would be $376.10.—.250.70 to the husband
and $125.40 to the wife; if the husband
and wife each had earnings of $3,900—
combined earnings of $7,800—their bene-
fits would be $309—$154.50 each.

The committee did request the Ad-
visory Council on Social Security that Is
currently reviewing all aspects of the so-
cial security program to study this Issue
and to include in Its report specific rec-
ommendations on how the benefits paid
o a married couple may be equitably
based on their combined earnings. I shall
be particularly interested in seeing that
report.

While the bill does not Include every-
thing I would have liked it to include,
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and while I am sure that other Members
have special interests that were not taken
care of in the bill, it is, nevertheless, a
good bill and one that I believe every
Member of the House can accept with
enthusiasm.

Mr. BURKE of Massachusetts. Mr.
Chairman, I support the bill which th
distinguished chairman and ranking
minority member on the Committee on
Ways and Means have introduced. Last
year, when the committee provided for
a 15-percent increase in benefits, I ex-
pressed my support for that increase,
though I thought then that increase was
insufficient. The 5-percent increase in
the present bill will partially compensate
for the inadequacy of the increase that
was enacted last year. Nevertheless, the
total increases passed last year and un-
der consideration in this bill do not pro-
vide adequate purchasing power for the
approximately 25 million social security
beneficiaries—our aged, our widows, our
orphans, and our disabled. These people
generally have very little income other
than the benefits they get under our Na-
tion's social security program.

The bill also increases from $1,680 to
$2,000 the amount of earnings a bene-
ficiary may have in a year and still draw
his full benefits. This is a step forward,
though in today's economy I believe an
amount higher than $2,000 would be
preferable. For the large number of
beneficiaries whose benefits supple-
mented by modest earnings constitute
their source of income, the increase to
$2,000 will be an Important help in
maintaining their purchasing power. For
many beneficiaries who can earn $2,000
or somewhat more this increase will re-
suit in $320 more in total income for a
year.

I am especially glad that the commit-
tee adopted a number of Improvements
in the disability insurance program. One
much needed change which I have sup-
ported would permit payment of bene-
fits to a child on his parent's record if
he was disabled before age 22, rather
than before age 18 as at present. This
change will fill a much needed gap In
the protection to young people who be-
come disabled after leaving high school
but before they have had the oppor-
tunity to work long enough in covered
employment to build their protection on
the basis of their own work. It is a vital
and valuable improvement.

Another very important improvement
in the disability provisions would permit
a blind person to qualify for disability
benefits even though he does not have
20 quarters of coverage during the 10
years up to and lnëluding the year In
which he claims the benefits. I am sure
we all realize the problems many blind
people have in working sufficiently to be
able to qualify for benefits.

One of the most unfortunate results
of the present medicare program is the
effect it has on the protection offered
to employees of State and local govern-
ments who, because of a satisfactory re-
tirement system of their own, do not
have coverage under social security, and
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thus they do not have medicare pro-
tection. Yet for most of these, Blue Cross
and other programs have adapted their
protection to supplement the protection
offered by medicare. Thus for many pub-
lic servants, either the protection avail-
able to cover hospital and medical costs
has gone down or their costs have risen
beyond reason. It is with great satis-
faction that I tell you that this bill makes
medicare protection available to all un-
insured workers at a cost of $27 a month
for the hospital insurance coverage, and
that the States and other organizations
may, by agreement with the Secretary,
purchase this coverage on a group basis
for their retired employees age 65 or
over.

I cannot stress too strongly the value
of these and the many other improve-
ments which this bill makes in the so-
cial security program. I urge all of you
to vote for the bill, on which the com-
mittee has spent many hours of con-
cerned study.

Mr. FTJLTON of Tennessee. Mr. Chair-
man, today we take an important step
forward In passage of this legislation to
helping an important and deserving seg-
ment of our society keep pace with the
rising cost of inflation.

Passage of the Social Security Amend-
ments of 1970 by the House of Repre-
sentatives today will provide this protec-
tection to the millions of retired Ameri-
cans who depend on their social security
monthly benefits for their livelihood.

Since' February of 1968, when benefits
were increased by the 90th Congress the
cost of living has risen almost 13 per-
cent. In December of last year the Con-
gress increased bneflts an additional 15
percent but this hardly keeps pace with
inflation when one cønsiders the pre-
ceding months for which they were not
compensated.

This new legislation will add another
5 percent increase in benfits in January
1971. This will hardly match the ex-
pected 6 percent cost-of-living Increase
that is threatened to occur during calen-
dar 1970.

Mr. Chairman, there is tragic irony
in this increase in social security bene-
fits. Since my election to the House Ways
and Means Committee in 1965 that com-
mittee has reported and the Congress
has approved social security benefit in-
crease totaling more than 37 percent.
Yet it is reported that the buying power
today of the weekly after-tax earnings
of the average nonsupervisory worker in
private employment, about 48 million
workers, is less than last year and below
what it was in 1965.

Thus, while social security benefits
have risen some 37 percent In the last 5
years the social security benefit dollar
provides little more If any In purchasing
power than it did half a decade ago.

It had been my hope that the com-
mittee would have found it possible to
bring to the floor a bill with a 10-percent
benefit increase effective July 1 of this
year.

Regrettably we were not In a position
to do so because existing and expected
moneys In the trust fund simply will not
permit an increase of this size at such an
early date.
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It Is also unfortunate because this
Nation is now in Its 16th month of eco-
nomic decline, a decline which gives no
reassuring evidence of bottoming out.

The stock market has reached new
lows. Industrial output in the Nation has
slumped to less than 80 percent of capa-
city. Unemployment stands at almost 5
percent of the work force with over 1
million Americans joining the ranks of
the jobless since December of last year.

And who is it that suffers the most?
It is the man on the fixed income, the
wage earner, the small businessman.

It is time this administration admitted
candidly to itself that its anti-inflation
policy of high interest rates and con-
trolled expenditures simply are not suffi-
cient to thwart the economic dangers
facing this country. The Congress In De-
cember of last year gave the administra-
tion certain selective tools it could use to
help curb inflation. To date these tools
have been ignored despite pleas from
almost every segment of the economy
and warnings, just this week, from with-
in the administration Itself.

Finally, Mr. Chairman, the House has
passed legislation which I was privileged
to cosponsor, Increasing railroad retire-
ment benefits by 15 percent retroactive
to January 1 of this year. The bill is now
languishing In the Senate. In addition
I have offered additional legislation to
provide for another 5-percent increase in
railroad retirement benefits on Janu-
ary 1, 1971, to maintain the traditional
benefit equality between the social se-
curity and railroad retirement systems.

The need for an Increase in railroad
retirement benefits is urgent because
while social security beneficiaries are en-
joying their 15-percent Increase today,
railroad retirees have had no increase In
more than 2 years.

It Is my hope that the Senate acts im-
mediately on the railroad retirement
legislation already passed by the House
and amends the bill to Include the provi-
sion In my bill which will grant an addi-
tional 5-percent increase in January of
next year when the new social security
benefit increase becomes effective.

Mr. HOGAN. Mr. Chairman, I would
like to state my enthusiastic support for
the bill before us.

May I first commend the chairman and
members of the Ways and Means Com-
mittee for their extensive review and
analysis of a very complex piece of leg-
Islatlon and Its programs.

In the product of their efforts I see
the solution to many problems and In-
equities which have hampered the effec-
tiveness of the social security and medi-
care-medicaid programs, and I feel the
administration of these programs will be
vastly improved as a result.

I am particularly pleased to note that
certain provisions which I sponsored in
my bill H.R. 14239 are contained In the
committee's recommendations. Among
those are provisions to—

Increase widows' benefits to 100 per-
cen.t for those persons over 65 years of
age;

Authorize a computation age of 62 for
men, thereby eliminating an Inequity;

Modify the earnings test so that earn-
ings In and after the month a person
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reaches the age 72 are not counted
against his annual income; and

Provide benefits to disabled dependents
who become totally disabled after age 18
and prior to age 22.

Although -the committee did not go as
far as I would have liked in reducing
the number of quarters required for the
blind to be eligible for disability benefits,
the bill before us does provide a relaxa-
tion of existing requirements which is
an improvement.

Similarly, I would like to have seen the
earnings limitation for those over 65
lifted completely. The committee has
seen fit to increase the amount of $2,000,
which I, of course, approve as it will
mean a lot to those who are willing and
able to work to supplement their meager
annuity, particularly under existing in-
flationary conditions.

These are just a few of the myriad of
situations to which this bill responds. As
I understand it, benefits wll accrue to ap-
proximately 41 million persons In the
amount of $3.9 billion In the first year
under the provisions of this blil.

This Includes the overall 5-percent
increase in benefits effective January 1,
1971, which I wholeheartedly approve.
I praise the committee for Its farsight-
edness in acting now to include this In-.
crease which I do not doubt will be sorely
needed by next January 1.

We in the Congress have a commit-
ment to maintain social security and to
upgrade and extend that program and
others to meet the needs of our senior
Americans. By passing this bill, Congress
will be continuing to fulfill that commit-
ment. Therefore, I urge every Member to
support this legislation.

Mr. MINISH. Mr. Chairman, the Social
Security Act of 1970 contains many con-
structive amendments which provide
needed structural improvements in social
security, medicare, medicaid, and mater-
nal and child health programs. However,
the more substantive provisions of the
legislation fall short of providing ade-
quately for America's senior citizens.

Most of the Ways and Means Commit-
tee's decisions are worthwhile and de-
serving of strong support. For example,
the legislation proposes a liberalization
of the retirement test, alters the require-
ments for the blind to qualify for disa-
bility payments under social security,
reduces the benefit computation point
for men to 62, and raises the age for child
disability benefits from 18 to 22.

H.R. 17550 also includes a section al-
lowing both widows and widowers 65 or
over to receive 100 percent of their
spouse's-retirement benefit. Under pres-
ent law, they are restricted to only 82.5
percent of the spouse's benefit.

The 5-percent, across-the-board In-
crease to take effect next January 1 Is
inadequate at a time when the cost of
living is rising annually by approxi-
mately 6 percent. Inflation exacts Its
harshest toll on our elderly citizens, many
of whom must struggle to get by on a low,
fixed income while prices continue to rise.

A solution to the dilemma of inflation
for older persons is contained In legis-
lation I introduced last year. Under my
measure an automatic reappraisal of so-
cial security benefits would be required
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every 3 months. Whenever prices in such
a period have risen above a certain point,
there would be a parallel increase in
social security benefits. Such a cost of
living mechanism is necessary to prevent
the erosion of benefits by rising prices
which force the elderly to fall further
and further behind in the race with
living costs.

Mr. Chairman, H.R. 17550 is being
considered under a traditional closed rule
barring all amendments. Hopefully the
legislation will be improved when it
reaches the Senate to provide for a more
adequate increase in benefit levels and
the institution of a cost-of-living mecha-
nism to tie future benefit increase to
the rising cost of living.

Mr. FLOOD. Mr. Chairman, I am grate-
ful for this opportunity to express my
strong support for H.R. 17550, a bill that
would make several important and
much-needed Improvements In the social
security program.

The improvements that would be made
in the social security program under the
bill would affect, of course, not only the
255'2 million people now getting bene-
fits, but also the 94 million workers who
are currently contributing to the pro-
gram. The most important provision of
the bill, since It would affect all present
and future beneficiaries, is the provision
for an across-the-board benefit increase
of 5 percent for all social security bene-
ficiaries on the rolls In January 1971 and
for those coming on the rolls thereafter.
The 15-percent benefit increase that was
enacted just last December brought the
beneficiaries up to date with the cost of
living. But, of course, the cost of living
has continued to rise since that time and
shows no signs of any significant slow-
down In the very near future.

I am glad to see that the bill calls for
an increase in the contribution and bene-
fit base—the maximum amount of an-
nual earnings taxed and counted for
benefits under the program. The higher
creditable earnings resulting from the
increase in the base from $7,800 to $9,000
would make possible an ultimate maxi-
mum benefit, on average monthly earn-
ings of $750, of $283. While this increase
In the base will of course help to finance
the improvements in the program that
the bill would provide, the really impor-
tant thing is that it will help to keep the
program up to date In terms of today's
earnings levels. As a result, It will be
possible to pay benefits that are more
reasonably related to the actual earn-
ings of workers at the higher earnings
levels.

The bill would also change the retire-
ment test—the provision in the law un-
der which a person under age 72 has
some or all of his benefits withheld if he
earns over a certain amount—by in-
creasing from $160 to $2,000 the amount
a person can earn and still get all of his
benefits for the year. I am most pleased
to see the change included in the bill.

I am also pleased that the committee
has seen fit to Increase the amount of
an aged widow's benefit under social se-
curity. Women getting aged widow's
benefits on the average get lower bene-
fits than do most other social security
beneficiaries. In addition, surveys of so-
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cial security beneficiaries have shown
that, on the average, women getting aged
widow's benefits have less Income from
sources other than social security than
do most other beneficiaries. Therefore,
an increase In benefits for aged widows—
and also for widowers—is an improve-
rnent in the social security program that
we should all go along with. The bill
would equalize the treatment under
social security of aged widows and wid-
owers by lowering the age of eligibility
for aged dependent widower's benefits
from 62 to 60 and thereby granting wid-
owers the same privilege of applying for
actuarially reduced benefits as now ap-
plies to widows. I endorse this change.

I am only sorry that an emergency
meeting in my State means that I will
not be able to be recorded as voting in
favor of this bill.

Mr. BRINKLEY. Mr. Chairman, I wish
to call attention to the proposed amend-
ment to title XIX of the Social Security
Act relating to medicaid. It is my under-
standing that there were no public hear-
ings on this part of H.R. 175C0 to mdi-
cate what effect it would have on the
aging.

If Federal medicaid funds for skilled
nursing home care are reduced after 90
days of benefits in a year by one-third,
we are saying, in effect, that if the aged
recipient does not improve in 90 days,
then give him less care with less skilled
personnel.

I hope the Congress will carefully con-
sider the fate of our elderly citizens in
nursing homes should they suddenly
have no place to live and no one to care
for them. It is most important for us to
realize that the present medicaid pro-
gram is vital to the well-being of mil-
lions of indigent Americans.

In Georgia, as well as other States,
many patients from State hospitals are
admitted to nursing homes, and the only
source of support most of them have is
the medicaid program. Without medi-
caid, as it now exists, these senior cit-
izens, who deserve the very best we can
give them, would have to return to the
State hospitals to a life of meaningless
existence. It appears that the first pro-
gram designed to assist our elderly ill
is now being eroded.

Additionally, the nursing home indus-
try would be seriously jeopardized fi-
nancially throughout the country. In-
deed, in the State of Georgia, the State
health department has estimated that
the nursing homes of Georgia would
lose over $7 million in Federal funds,
and State funds just are not available
to replace them.

It is my further understanding that
the proposed amendment is:

First, an increase in the Federal match
ing percentage by 25 percent for out-
patient hospital services, clinic services
and home health services;

Second, a decrease in Federal percent-
age by one-third after the first 60 days
qf care—in a fiscal year—in a general
or TB hospital;

Third, a reduction In the Federal per-
centage by one-third after the first 90
days of care in a skilled nursing home;

Fourth, a decrease in Federal match-
Ing by one-third after 90 days of care In
a mental hospital and provision for no
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Federal matching after an additional 275
days of such or during an Individual's
lifetime; and

Fifth, authority for the Secretary of
Health, Education, and Welfare to com-
pute a reasonable cost differential for re-
imbursement purposes between skilled
nursing homes and intermediate care
facilities.

The administration estimated that the
amendment to title XIX would reduce
Federal expenditures by $238,000,000.
This will make it necessary for the States
to:

First. Absorb the fiscal impact with
State and local funds, or

Second. Reduce overall medicaid bene-
fits, or

Third. Reduce skilled nursing home
benefits regardless of patient need, or

Fourth. Classify patients as "inter-
mediate care" or "custodial." Maiy
States do not have an intermediate care
program. Some States with an interme-
diate care program have already classi-
fied nursing homes and patients as inter-
mediate care on a wholesale basis with-
out regard to required standards or
patient needs. The Federal financial as-
sistance in intermediate care is limited
to grant-in-aid recipients. Medical-as-
sistance-only patients in the medicaid
program would not be eligible for Fed-
eral assistance in intermediate care
facilities.

I believe that therecord will show that
past efforts to severely curtail utilization
of extended care facilities or skilled nurs-
ing homes have resulted in increased use
of hospital benefits at several times the
cost of skilled nursing home care. Similar
results may occur under this amendment
since the 60-day limit on hospital stays
is almost no effective limit.

Mr. SCHADEBERG. Mr. Chairman, I
rise in support of this legislation HR.
17750. It is not perfect. That does not
mean I am critical of the members of
the Committee on Ways and Means. I
think they have done a good job. They
had to work with what we have and the
needs that needed fulfilling.

Our senior citizens are the No. 1 vic-
tims of the inflational spiral that has
been afflicting our economy. A large share
of the blame for this inflationary spiral
must be laid at the doorstep of members
of this House who have through the years
concocted scheme after scheme to spend
the taxpayers' money. Many of the pro-
grams in unrestricted escalation caused
a deficit spending by the Government of
astronomical proportions. Our senior citi-
zens had borne the brunt of reckless
spending and the unrestricted prolifera-
tion of our Federal bureaucracy.

I congratulate the committee for in-
cluding into this legislation the raising of
the amount of money a social security
beneficlar can earn before his benefits
are reduced. I have introduced legisla-
tion in each new Congress to which I was
privileged to represent my people that
would permit a raise in earned income
before reduction in benefits and it is good
to know that the Committee has seen fit
to act favorably on this matter at this
time.

I am in favor of automatic increases in
benefits In keeping with increases in the
cost of living due to inflation. It is long
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past due since the social security bene-
ficiaries are the victims of congressional
fiscal actions. Social Security benefits
are paid for by the people and as such
should not be manipulated for political
advantage of members of this House
who impose the taxes.

Mr. PATMAN. Mr. Chairman, nursing
homes are providing an excellent and
needed health service for our older citi-
zens. Never before in history have such
large numbers of elderly people had ac-
cess to skilled long-term care. It seems
to me to be highly unfortunate that this
House would now, in an effort to achieve
the worthy goal of improved preventive
treatment and outpatient care, strike a
damaging blow to nursing homes by ap-
proving an inflexible 90-day limit on ex-
tended care after which time Federal
medicaid support funds would be re-
duced.

What of the patients affected by this
action? If a State is unable to take up
the financial slack when the Federal
Government cuts back on assistance
after 90 days, are the patients to be
thrown out into the streets or deposited
in the homes of their children who have
neither the facilities nor the training to
provide adequate care? While there may
be a few who remain in extended care
facilities when their health does not re-
quire it, the effect of the action being
considered today would be to reduce as-
sistance for all medicaid patients re-
gardless of their health condition. This
may remove the few who do not really
need skilled care, but how many in gen-
uine need will suffer as a result?

Mr. Chairman, there are better ways
of going about this, and I hope the House
will not approve this disruptive and in-
flexible requirement which threatens the
nursing home industry, the fiscal condi-
tion of our States, and the health and
well-being of many elderly citizens who
require skilled long-term care.

Mr. DENNIS. Mr. Chairman, I vote
today for H.R. 17550 which increases
social security benefits by 5 percent,
raises the amount of earned income
which may be retained without sacrifice
of benefits from $1,680 to $2,000, pro-
vides for a 100-percent widow's benefit
if applied for at age 65 or later, liberalizes
provisions as to benefits for divorced
women, and, along with other amend-
ments, makes several important reforms
regarding medicare and medicaid;

I should like, however, to emphasize
the concern which I feel, and which needs
to be kept in mind by all of us, regard-
ing the expense of these liberalized bene-
fits and the tax burden on our working
population which is necessary to support
them. The tax base, starting January 1,
1971, will go from $7,800 to $9,000 per
year, and the tax rate on each employee
goes from 4.8 percent to 5.2 percent in
1971—72, and to 6.5 percent by 1987. This
means a combined rate on employer and
employee of 13 percent. The rate on the
self-employed by 1987 will be 8 percent.

This burden is being imposed less than
5 months after a 15 percent increase,
which I also supported, and this 20
percent increase admittedly outstrips the
increase in the cost of living.

All of us, myself included, take pleas-
ure in providing a livable retirement
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fund for our elderly people who depend
on social security, but we can't ignore
the ever increasing tax burden on the
wage earner and on the income pro-
ducer in our society.

The future is clouded, but the answer
would seem, perhaps, to lie in so con-
ducting our collective affairs that an ever
increasing inflation does not constantly
rob our elderly citizens, and force cor-
respondingly increased taxes upon our
wage earning people.

Mr. WIGGINS. Mr. Chairman, I have
serious misgivings concerning that por-
tion of the pending legislation dealing
with nursing home services. I would have
preferred a different pro6edure than that
under which we are now considering this
bill, so that appropriate amendments
would be in order. But the rule is closed,
and we are confronted with an all or
nothing alternative when the legislation
considered as a whole plainly contains
much good, as well as the questionable
nursing home provision. -

The Congress must address itself to
the problem of skyrocketing medicare
and medicaid costs. The Ways and Means
Committee has found that one reason for
this cost spiral is that elderly patients
are routinely placed in expensive skilled
nursing home facilities for unlimited pe-
riods. Under existing law, the Federal
Government pays a share of the cost of
this service. The committee has further
found that many, but not all, elderly pa-
tients do not require the expensive care
which must be available in a qualified
nursing home. Obviously, it makes fiscal
sense to transfer patients to less expen-
sive intermediate care centers as soon as
it becomes medically possible to do so.
Finally, the committee has found that
nearly all patients do not require the
irltensive and expensive care available to
them in a skilled nursing home beyond
90 days.

The response to these findings by the
committee is to provide financial incen-
tives to States to remove patients to less
expensive facilities as quickly as possi-
ble. The recommendations contained In
the bill are as follows:

First. The Federal share of financial
assistance to patients in skilled nursing
homes is reduced by one-third after the
first 90 days of a patient's confinement;
and.

Second. An increase by 25 percent In
the Federal share of financial assistance
to facilities providing an alternative to
the intensive care available in skilled
nursing homes.

Mr. Chairman, I am entirely in agree-
ment with the determination by the com-
mittee that medicaid costs for nursing
home care must be brought under con-
trol. The efforts on the part of the com-
mittee to encourage transfers to less ex-
pensive facilities merits my support. But
the committee has devised a formula
which is arbitrary and does not recognize
that proper medical care is an individual,
personal matter, and cannot be intel-
ligently dispersed based on statistical
averages.

Were the House operating under pro-
cedures permitting amendments to this
bill, I would have preferred language re-
quiring an individual reevaluation of pa-

tients so that the full Federal contribu-
tion would remain available to individ-
uals truly In need of intensive skilled
nursing home facilities beyond the arbi-
trary limit fixed in the bill. Since such
amendments cannot be considered in the
House. It is my hope that the Senate will
give special consideration to this problem
during its deliberations.

Mr. Chairman, much misinformation
has been furnished to families with loved
ones in skilled nursing home facilities.
These institutions will not close. Patients
will not be turned out into the streets to
die, as some of my mail has suggested.

The first impact will not be felt until
January 1, 1971. On that date, the State
of California will receive one-third less
Federal support for patients remaining
longer than 90 days in skilled home fa-
cilities. Thereafter, the State may either
increase its contributions by the amount
of the Federal share lost—estimated at
between $15 and $30 million annually—.
and continue services at the present level,
or adopt procedures requiring that pa-
tients be provided less expensive inter-
mediate care after 90 days. In the latter
event the taxpayers will save substantial
sums and the quality of health services
need not suffer. A third alternative exists,
but it is unthinkable.

it is possible that the State will do
nothing and some individual centers, be-
ing, unable to absorb the lost revenues,
will curtail services. This third alterna-
tive is not good government nor good
business and should not be advertised as
the likely consequence of the adoption of
this bill.

Mr. ADDABBO. Mr. Chairman, I rise
In support of HR. 17550, the Social
Security Act Amendments of 1970. Last
October, I introduced legislation de-
signed to bring the Social Security Act
up to date through comprehensive
amendments providing a substantial in-
crease in benefits for our senior citizens.
While this bill does not go as far as I
would have liked, it is another Important
step forward in meeting the realistic
needs of our senior citizens.

Last year, the Congress approved a 15-
percent general increase in social se-
curity benefits, effective January 1, 1970.
This was an urgently needed measure In
light of inflation and dramatic increases
in the cost of living. Those persons living
on fixed incomes have been hit hardest
by the inflationary period in our economy
and the 15-percent increase barely cov-
ered the increase in living costs.

INCREASED CASH BENEFITS

HR. 17550 provides an additional 5-
percent increase in benefits under social
security effective January 197 1—pay-
able In February. This Is in addition to
the 15-percent increase enacted in De-
cember 1969. The amendment will mean
additional payments of $1.7 billion to
more than 26 million social security
beneficiaries during the first year. My
bill would have provided a more substan-
tial Increase—SO percent over a 2-year
period—and I hope that Congress will
continue to move toward a more realis-
tic adjustment of cash benefits to meet
the basic human needs of beneficiaries
of this program.

RErIREMEN'r INCOME

The restriction on outside earnings
under the Social Security Act has been
an unreasonable -barrier to part time em-
ployment for many social security bene-
ficiaries who would otherwise keep oc-
cupied and prefer to work. This bill in-
creases the amount a beneficiary may
earn and still receive full benefits from
$1,680 to $2,000 and provides a reduction
in benefits of $1 for every $2 earned
above $2,000 but below $3,200 with a $1
reduction for every $1 earned above that
amount. This change in the law will
benefit some 1 million persons.

WIDOW'S BENEFITS

Another important amendment would
entitle a widow, or dependent widower, to
receive full benefits at age 65 or 821/2 per-
cent of full benefits if applied for at age
62 and a proportionate amount based on
the age at which the widow or depend-
ent widower applies for benefits, wheth-
er below age 62 or between the ages of
62 and 65. This change will benefit more
than 3 million beneficiaries of the pro-
gram.

AGE 62 COMPUTATION FOR MEN

This amendment provides that benefits
for men shall be computed by taking
average earnings up to age 62, as is pres-
ently the law with respect to benefits for
women. This removes the discriminatory
provision which based computation of
benefits for men on earnings up to age 65.

DISABILITY BENEFITS

There are several major changes with
respect to disability benefits. First the
amendments would protect blind persons
without the requirement that they meet
the substantial recent covered work test.
In addition, the bill would reduce social
security disability benefits where work-
men's compensation Is paid only where
the combined payments exceed 100 per-
cent of average earnings before disabil-
ity. The present law reduces payments
where the amount exceeds 80 percent of
average earnings.

Another amendment which I cospon-
sored provides childhood disability bene-
fits where the disability occurs prior to
age 22. ThIs changes the present law
which applies only to disabilities begin-
ning prior to age 18. Approximately 13,-
000 persons will benefit Immediately frr'm
this amendment.

WAGE BENEFITS FOR SERVICEMEN

Present law authorizes wage credits of
up to $100 per month for servicemen
based on the number of months in service
after 1967. This credit is in addition to
benefits computed on basic pay. The
amendment would extend this wage
credit to servicemen for each month of
service between 1957 and 1967 and would
increase benefits for approximately 130,-
000 beneficiaries.

MEDICARE AND MEDICAID AMENDMENTS

The legislation contains reasonable
and necessary cost control provisions
relating to the medicare and medicaid
programs while expanding the benefits of
these programs to those over the age of
65 but not previously covered. The ceil-
ings on physician and hospital charges
are based upon prevailing charges in
each community and are simply designed
to keep costs of the programs within nor-
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mal bounds. These amendments will, If
successful, enable us to expand the scope
of health insurance to other parts of our
society until such time as national health
insurance for all Americans can be en-
acted.

Mr. Chairman, I would have preferred
a broader bill, with higher cash benefits
and with an automatic cost of living in-
crease built into the system. I support
H.R. 17550 without hesitation however
because It is the second Important step
taken by the 91st Congress toward the
goal of realistic benefits for our senior
citizens. I urge my colleagues to join me
in voting for this bill.

Mr. ROTH. Mr. Chairman, once again
Congress has an opportunity to show its
concern for the welfare of an important
segment of our population—the aged, the
widowed, and the orphaned by amending
and improving the social security pro-
grant The bill before us—HR. 17550—
would make a number of important
changes in the social security program.
It would do away with a number of in-
justices which exist in the present pro-
gram as well as update benefit amounts,
the earnings test and the tax base. In
addition, it seeks to improve the opera-
tion of the medicare program. I would
like to congratulate the members of the
Committee on Ways and Means who
worked so long to bring out this impor-
tant legislation.

This bill includes all the major legis-
lation proposed by the President last fall
except the provisions for automatic in-
creases in benefits geared to rising prices
and automatic increases in the tax base
geared to rising wage levels. I feel that
this is unfortunate for social security
benefits must constantly be kept abreast
of the cost of living. The effectiveness of
these benefits is greatly impaired when
they do not become available to the peo-
ple until 6 months or even a year after
the serious need has arisen.

The 5-percent benefit increase which
would be provided effective next January,
is to me, an attempt to help assure that
the rising cost of living does not erode
the purchasing power of social security
benefits. As a result of this increase the
average benefit payable to retired people
will rise from an estimated $118 next
January to $138 and the average benefit
to a retired couple will rise from $199 a
month to $218. Altogether, some 25.6 mil-
lion people will be paid increased benefits
starting next January. An estimated $1.7
billion in additional benefits will be paid
out in the first 12 months.

About the only way of keeping up with
inflation and rising prices that is open
to many older people is getting a job.
However, the retirement test in the law
restricts the amount that a person can
earn and continue to receive all of his
social security benefits. it is, therefore,
quite appropriate that the legislation un-
der consideration increase the amount
that an individual can earn from $1,680
a year to $2,000 a year, with a 50-percent
reduction in benefits between $2,000 to
$3,000. As the result of this change, about
$475 million in additional benefits will

be paid to about a million people—about
100,000 of whom get no benefits under
the present provision—for 1971.

For some time, it has been generally
recognised that the benefits paid to wid-
ows are generally inadequate. This in-
adequacy results in large measure from
the provision of present law which sets
the widow's benefit at 82.5 percent of
the retirement benefit which would be
paid to her husband at age 65. Wisely,
the legislation we are considering pro-
vides that benefits payable to a widow
who qualifies for benefits at age 65, will
be the full amount of the husband's re-
tirement benefit. However, if the widow
begins to get her benefit earlier than age
65, it will be reduced just like the other
benefits which are payable under pres-
ent law before age 65. In most cases, the
benefits payable will be more than can be
paid under present law, but in no case
will they be less. This, I think, is a long
overdue change. It will result in about
3.3 million widows receiving an addi-
tional $700 million in benefits in 1971.

A significant feature of HR. 17550 is
that it makes technical changes in the
law to eliminate present provisions
which discriminate against some peo-
ple. One of the more important of these
changes deals with the way benefits
based on men's earnings are computed.
Under the present law, the benefit for
a man is based on the number of years
up to the time that he is 65 while the
benefit for a woman is based on the
number of years up to age 62. As a re-
sult a man can have a smaller benefit
than a woman who is the same age and
who had identical earnings. For exam-
ple; the highest benefit payable under
present law for a man who becomes en-
titled to benefits at age 65 this year Is
$189.90, while the maximum for a wom-
an is $196.40. The bill would change this
so that the benefit for a man would be
the same as for a woman.

This change affects not. only the re-
tirement benefit paid to a man, but also
the benefits paid to his wife while he is
alive and to his widow after his death.
As a result of the change, about $925
million in additional benefits would be
paid out in the first 12 months the
provision is in effect. About 10.2 million
people who will be entitled to benefits in
January 1971 will get higher benefits
and about 60,000 people who do not qual-
ify for benefits under present law will
become entitled to benefits.

There are a number of other worth-
while changes in the bill which I will
not go into at this time, except to say
that they make needed minor or tech-
nical changes in the law which will re-
sult in fairer treatment and higher pay-
ments for a number of people. Altogether,
the bill would provide more than 26 mil-
lion people with about $3.6 billion In ad-
ditional social security benefits next
year.

To pay the cost of these benefits and
help make the existing medicare pro-
gram fiscally sound, the bill provides for
increasing the social security tax base
from $7,800 a year to $9,000 a year, and

revises the schedule of social security
taxes so that over the next few years a
greater portion of the taxes collected will
go into the medicare program. Eventu-
ally, however, the tax rates for the cash
benefits part of the program, as well as
for the medicare program, will be in-
creased. As a result, it is hoped the en-
tire social security program, both cash
benefits and medicare will be soundly
financed.

Mr. DONOHUE. Mr. Chairman, I most
earnestly urge and hope that the House
will approve overwhelmingly H.R. 17550,
the Social Security Amendments of 1970.

Of all the provisions in this complex,
far-reaching legislation, Mr. Chairman,
by far the primary and most important
one is the general 5-percent benefit in-
crease which the bill calls for, effective
in January 1971. Coupled with the 15
percent increase voted by Congress, ef-
fective in January 1970, this bill will
provide, in effect, the 20-percent benefit
increase which would have been provided
in legislation I proposed some months
ago, Infinitely more important than any
personal gratification I might feel is the
strong prospect that the full 20 percent
wiil soon become a fact. For the 26 mil-
lion Amerioans receiving these benefits,
struggling to maintain the literal essen-
tials of life, this adjustment is impera-
tive.

It is an established, although unfortu-
nate, fact, that more than one of three
Americans over the age of 65 is existing
in a state of poverty. Social security's
chief actuary estimates that one of every
10 social security recipients has an in-
come low enough to qualify for additional
welfare payments.

Current benefits dismally fail in most
cases to allow even minimal subsistence
standards for our older citizens. It is in-
conceivable to expect these tens of mil-
lions of Americans, all nearly totally
dependent on social security payments, to
exist on incomes at or near the poverty
level. And despite all talk of a cooling
economy and an imminent recession, Mr.
Chairman, almost every independent eco-
nomic analyst agrees that consumer
prices will rise substantially again this
year, probably by about 6 percent. So
clearly this bill will do no more than
permit these elderly persons to recover
next year, most—but not all—of their
income eroded away this year by infia
tion.

Also included in this measure, Mr.
Chairman, are a great number of com-
mendable provisions, over which the able
ways and means committee no doubt
labored for many difficult hours, and for
which they are to be commended. Many
of these changes, I am happy to say, are
ones I have long advocated and sup-
ported, such as the increase to $2,000 in
the amount of income a beneficiary may
earn without a reduction in benefits, and
permitting surviving spouses over 65 to
receive benefits equal to 100 percent of
primary insurance amounts.

A number of other sections of the bill
are designed to, and in my judgment
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will, strengthen the social security sys-
tem.

Many of these relate to the two major
health programs in the Social Security
Act, medicare and medicaid. While the
need for these programs cannot be
doubted, and their aims are indisputably
desirable, evidence is mounting that
there are serious deficiencies in their op-
eratión and administration which are in
need of quick correction. Since the health
field's problems are exceedingly complex,
this bill proposes a great many rela-
tively small modifications in present pro-
cedures. Although none of these individ-
ually can be described as sweeping, the
changes recommended, taken as a whole,
will hopefully allow significant advance
toward making medicare and medicaid
more economical and more effective in
carrying out the goals of the programs.

Various other technical and miscel-
laneous amendments to the present law
are aimed at streamlining the system's
operation. As one who has called many
times in the past for needed reforms in
the social security machinery, I am
pleased that many desirable changes are
now within our grasp.

Of course, Mr. Chairman, we all realize
that further improvements, both in bene-
fit levels and in the system itself, are
essential. For example, as costs for food,
medical care and all the other basic life
needs continue their upward spiral, I
hope all Members of Congress will recog-
nize the need for automatic cost-of-living
changes in benefits. Many other improve-
ments have been proposed by bills spon-
sored by me and other legislators.

But let us remember, Mr. Chairman,
that we have a primary obligation to try
to preserve a decent life standard for
these senior Americans whose incomes,
for the most part, depend on sympathetic
congressional consideration. The meas-
ure we are considering proceeds along
that path, and I urge its swift and unani-
mous approval.

Mr. SYMINGTON. Mr. Chairman, due
to certain longstanding obligations,
which require my presence in St. Louis
County, I will not be on the House floor
to register my support for the social
security bill. If there was any question or
doubt concerning the passage of this bill,
then I would not allow myself to be
absent from the debate on Thursday.

However, there can be no question or
objection to the necessity of HR. 17550,
providing for amendments to the Social
Security Act. Certainly increased infla-
tion has reduced the real benefits of
present social security payments. There-
fore the 5-percent increase in payments
to the 26.2 million beneficiaries is neces-
sary to compensate for this decline. In-
creased benefits to widows and widowers
are also proper and necessary in order
that present legislation be more realistic
and thereby effective.

Mr. MIZELL. Mr. Chairman, I rise in
support of H.R. 17550, but also concur
with the motion to recommit so that
changes can be made to include an an-
nual cost of living increase for our social
security beneficiaries.

In the past the elderb and others who
are confined to the fixed income of social
security have suffered year after year
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from the general increases In the infla-
tionary spiral. Consequently, they have
found themselves barely able to main-
tain a meager income. There is no ques-
tion that we want to see these people
maintain a certain standard of living so
that they can retain their pride, their
dignity, and their independence in their
retirement years.

Three quarters of all of the social se
curity beneficiaries are elderly. Accord-
ing to figures released by the Bureau of
Labor Statistics last fall, it takes more
than $4,000 a year for a retired couple
to maintain adecent standard of living.
In this time of fimal despair, it is im-
possible for Congress to grant in overall
increase to meet that desired level, but
to fail to include a cost of living increase
clause in this bill, would be risking the
chance that the 5 percent overall in-
crease we are passing would be wiped
out by inflation in less than a year's time.

Last year's social security bill was re-
ported to the floor almost a year late and
we cannot allow the welfare of our el-
derly citizens to depend on whether or
not Congress Is going to be expedient in
the passage of their bills. The cost of liv-
ing increase proposal was made last year
by the President, but was denied by the
Congress. The average annual social se-
curity benefit is below the poverty level,
and the least we can do for our elder
citLzens is to assure them of a chance to
cope with the yearly increase in the Con-
sumer Price Index. I hope that the Con-
gress will see the wisdom today of mak-
ing this vital addition to this important
legislation.

Mrs. GREEN of Oregon. Mr. Chair-
man, I do not lightly vote for the recom-
mital of this bill. What impels me to do
so is the fact that we are literally always
"running to catch up" in the matter of
assuring the adequacy of social security
benefits paid t those obliged to live on
fixed incomes in these times of fierce
inflation. The need for some sort of au-
tomatic cost-of-living escalation basic
to the social security structure seems to
me, very evident when we consider the
plight of the elderly retired.

It is barely 5 months since we voted
increases of 15 percent and already we
must acknowledge that another five is
quite in order. Who can predict when
amendments to the Social Security Act
will come before us again—and what
is to become of the situation regarding
the elderly's attempts to "make do" tin-
til that time?

The failure to include an escalator
clause is therefore a singularly serious
omission and I must, however reluctant-
ly, vote to recommit in the hope that the
commitee will see fit to fill in the gap.

GENERAL LEAVE TO EXTEND

Mr. MILLS. Mr. Chairman, in the in-
terest of conserving time, because we do
have another bill to consider this after-
noon, I ask unanimous consent that all
Members may have the privilege of in-
serting their remarks on the pending leg-
islation at this point in the RECORD.

The CHAiRMAN. Is there objection
to the request of the gentleman from
Arkansas?
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There was no objection.
Mr. BYRNES of Wisconsin. Mr. Chair-

man, I have no further requests for time.
Mr. MILLS. Mr. Chairman, I had not

intended to take any additional time, but
I want to yield myself 5 minutes. I want
to talk about what I understand is the
motion to recommit which will be of-
fered by the gentleman from Wisconsin
(Mr. BYRNES).

Mr. GROSS. Mr. Chairman, would the
gentleman yield for one question?

Mr. MILLS. I shall be glad to yield to
the gentleman from Iowa.

Mr. GROSS. Has the gentleman ex-
plained how many amendments there
are to the bill?

Mr. MILLS. The committee amend-
ments are technical amendments, except
for one which will be explained. There
are only three or four of those.

Mr. Chairman, it is my understanding
that the gentleman said he would offer
as a motion to recommit an amendment
that was submitted by the gentleman in
the committee providing for increases in
benefits, and increases in the wages sub-
ject to tax to do two things: First of all,
to keep the benefits abreast with In-
creases in the cost of living and to keep
the wage base up to date with earnings
as they increase; is that correct?

Mr. BYRNES of Wisconsin. Yes; and
also retirement—the escalation of the
earnings figure and retirement.

Mr. MILLS. Mr. Chairman, this mo-
tion seems to have a great deal of at-
traction when one first thinks about it,
as is the usual case I must say when
matters are written into either major
political party platform. I am sorry that
the gentleman referred to the fact that
this is in both platforms. I do not think
the members of the platform committee
gave It enough consideration.

What they are asking the Congress to
do is to give up the last restraining, sole
possession that It has of all the func-
tions that were given to the Congress in
the Constitution and that is, namely, de-
termining what an individual's tax will
be.

Do you know what Is Involved here?
We have got to raise the benefits just
because the cost of living goes up. Every
time you raise benefits you have to raise
something else to obtain money in suffi-
cient amounts to pay such benefits. So,
how do they propose to do It? By saying
they are going to keep the amount of
income subject to tax at all times
equated with the rise in earnings and
salaries and so on.

We are being asked to do something
now that I refused to do for the late
President Kennedy when he wanted us
to give authority to him to raise taxes or
lower taxes as he saw fit by not more
than 10 percent. President Johnson
asked for the same thing. However, I did
not hear anyone on either side of the
aisle in those days urging that we take
the responsibility of controllin& the
purse strings out of the hands of the
Congress and turn it over completely to
any administration or agency of Gov-
ernment.

This is not a power to be conferred
upon a President or a Cabinet officer.
Moreover, this is a power being con-
ferred forever and in perpetuity upon
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whomever the man may be that sits as
head of the Department of Health, Edu-
cation, and Welfare.

Mr. Chairman, this Is a far-reaching
proposition. However, if my Information
Is correct on this point, if you vote for
his motion to recommit, as of this time
you are voting to fix the amount of In-
come subject to tax not at $9,000 but in
about 2 years at $10,200; in a few more
years at a still higher figure. Predicated
upon the best estimates that are avail-
able to me, this means that you are
voting to raise the amount of earnings
of every covered individual subject to
tax to more than $22,000 by 1993.

Now, what is that tax going to be?
Because you are going to use all of the
base increase that is a'vailable in the
future to try to keep the benefits geared
to what? Just to whatever the cost of
living may be. How will Congress ever
have any way of increasing benefits that
may have to be adjusted upward, regard-
less of increases in the cost of living,
except to increase the tax? When you
do this you are not only taking away
from the Congress the determination of
what the taxable base will be, you are
leaving it to an appointed individual
downtown, not an elected individual, to
say In- the future what the tax under
social security will be for all of our
citizens.

That is more than I have ever been
willing to do. I can see good points on
the side of my friend, the gentleman from
Wisconsin, but I can see these other
things, and I hope that my colleagues in
the House will fully understand before
they pass judgment that they are giving
up control of the social security tax;
they are giving up control of social
security benefits, and Congress will be
out of business unless they want to go
along with the administration, whatever
administration may be in office, and say
we are not satisfied with just the in-
creased cost of living for which we have
already used all possible increase in the
base within the tax, we are out of busi-
ness because we just cannot raise the tax
itself at the same time that they do it
downtown.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. MILLS. Mr. Chairman, I yield
myself 2 additional minutes.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, will the gentleman yield?

Mr. MILLS. Of. course I yield to the
gentleman from Wisconsin.

Mr. BYRNES of Wisconsin. Mr.
Chairman, of course the gentleman from
Arkansas Is trying to scare us with what
the wage level may be in 1980, but let me
call attention to the fact that that Is
exactly what we have done, Is keep the
same relationship that this amendment
provides between the wages covered, the
percentage of .wages covered to which
the tax is applicable. And you could
have scared somebody, I suppose, If you
had told them in 1951 that In 1970 the
base will be $9,000, but that Is exactly
what we are at today.

Mr. MILLS. I would not have voted
for It In 1950, and In 1950 I would not
have given the right to whomever Harry
Truman appointed to head that depart-
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ment—If there had been one—to fix this
at whatever figure he felt that it should
be, and to keep the base set at what-
ever statistics somebody gave him.

Mr. Chairman, my friend, the gentle-
man from Wisconsin, and I agree on
most things, but we are from the North
Pole to the South Pole apart on this.

Mr. BYRNES of Wisconsin. Let us
talk about discretion, where Is the dis-
cretion really that anybody has?

Mr. MILLS. Why should not Congress
do this, as it has In the past? In the
past Congress has increased the benefits
periodically, and the amount of in-
crease in benefits is in excess of the in-
crease in the cost of living for that com-
parable period of time.

Mr. Chairman, I have had a table
prepared which compares what would
have happened had the automatic pro-
vision been in effect since 1940, since
1950, and since 1954, with what Congress
actually voted. I include the table at this
point:
Comparison of benefit increases voted by

Congress with administration cost-of-liv-
ing proposal—Cumulative Increase to Jan-
uary 1970

un percenti
Base year 1940:

Cost-of-living proposal 166. 0
Increase voted by Congress 234.9

Base year 1950:
Cost-of-living proposal 55.4
Increase voted by Congress 89. 1

Base year 1954:
Cost-of-living proposal 37.5
Increase voted by Congress 48.8

I just want to ask the gentleman a
political question. This is what it boils
down to: Is the Congress going to get
any credit for the future adjustments of
benefits, or are we going to do what the
gentleman from Wisconsin (Mr. BYRNES)
suggests: let the Secretary of Health,
Education, and Welfare get all of that
credit and be accused in the forthcoming
election with having voted in 1970 to fix
the amount of income subject to tax
at better than $22,000.

Now, maybe we will do it in 1993, but
let us wait to see if that is what we need
to do.

So, Mr. Chairman, I hope the motion
to recommit will be defeated.

The CHAIRMAN. Does the gentleman
from Wisconsin have further requests for
time?

Mr. BYRNES of Wisconsin. No, Mr.
Chairman; as much as I would like to
add some rebuttal, I did agree with the
gentleman from Arkansas that he would
have the last opportunity to speak.

Mr. MILLS. Mr. Chairman, we yield
back the remainder of our time.

Mr. BYRNES of Wisconsin. Mr. Chair-
man, I yield back the balance of my
time.

Mr. MILLS. Mr. Chairman, I yield
back the balance of my time.

The CHAIRMAN. Under the rule, the
bill is considered as having been read
for amendment.

No amendments are In order except
amendments to be offered by direction of
the Committee on Ways and Means.

Are there any committee amend-
ments?
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COMMITTEE AMENDMENTS

Mr. MILLS. Yes, Mr. Chairman, I have
three committee amendments which are
entirely technical, and two other com-
mittee amendments.

(The bill reads In part as follows:)
(Page 84, lIne 5:)
(1) With respect to the following services

furnished under the State plan after Jan-
uary 1, 1971, the Federal medical assistance
percentage shall be Increased by 25 per
centuni thereof, except that the Federal
medical assistance percentage as so Increased
may not exceed 95 per centum:

(A) outpatient hospital services and clinic
services (other than physical therapy serv-
ices) and

(B) home health care services (other than
physical therapy services); and

(2) with respect to the following services
furnished under the State plan after Jan-
uary 1, 1971, the Federal medical assistance
percentage shall be decreased as follows:

Mr. MILLS. Mr. Chairman, I offer an
amendment.

The Clerk read as follows:
Amendment offered by Mr. MILLS Page 84,

lines 6 and 17, strIke out "January 1, 1971"
and insert 'December 31, 1970".

The amendment was agreed to.
(The bill reads in part as follows:)
(Page 84, line 20:)
(A) after an Individual has received in-

patient hospital services (including services
furnished in an institution for tuberculosis)
on sixty days (whether or not such days are
consecutive) during any fiscal year (which
for purposes of this section means the four
calendar quarters ending with June 30), the
Federal medical assistance percentage with
respect to any such services furnished there-
after to such Individual In the same fiscal
year shall be decreased by 33'/2 per centum
thereof;

(B) after an individual has recived care as
an inpatient in a skilled nursing home on
ninety days (whether or not such days are
consecutive) during any fiscal year, the Fed-
eral medical assistance percentage with
respect to any such care furnished thereafter
to such individual In the same fiscal year
shall be decreased by 33/3 per centum there-
of; and

Mr. MILLS. Mr. Chairman, I offer an
amendment,

The Clerk read as follows:
Amendment offered by Mr. MILLS: Page 84,

line 23, and page 85, lines 3, 8, and 10, strike
out "fiscal" and insert "calendar".

The amendment was agreed to.
(The bill reads in part as follows:)
(Page 87, line 12:)
(2) Section 1121(e) of such Act Is amend-

ed by adding at the end thereof the follow-
ing new sentence: "Effective July 1, 1970, the
term 'intermediate care facility' shall not
include any public Institution (or distinct
part thereof) for mental diseases or mental
defects."

Mr. MILLS. Mr. Chairman, I offer an
amendment.

The Clerk read as follows:
Amendment offered by Mr. MILLs: Page

87, line 14, strIke out "July 1, 1970" and
insert "January 1, 1971".

The amendment was agreed to.
(The bill reads In part as follows:)
(Page 87, lIne 17:)

PAYMENT FOR sERvIcEs os' TEAcHING PHYSI-
CIANS VNDER MEDICARE PROGRAM

SEC. 226. (a) (1) Section 1833(a) (1) of the
Social Security Act is amended by striking
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out "and" before "(B)", and by inserting be-
fore the semicolon at the end thereof the
following: ", and (C) with respect to ex-
penses Incurred for services which are fur-
nished to a patient of a hospital by a physi-
cian and for which payment may be made
under this part, the amounts paid shall be
equal to 100 percent of the reasonable coat,
to the hospital or other medical service or-
ganization incurring such coat, of such serv-
ices if (i) (I) such services are furnishad
under circumstances comparable to the cir-
cumstances under which similar services are
furnished to all persons, or all members of
a class of persons, who are patients in such
hospital and who are not covered by the
thsurance program established, by this part
(and not covered under a State plan ap-
proved under title XIX), and (II) none of
such persons, or members of such class of
persons, are required to pay the reasonable
charges for such similar services even when
they have private insurance covering such
similar services (or are otherwise able to pay
reasonable charges for all such similar serv-
ices as determined in accordance with reg-
ulations), or (ii) (I) none of the patients
in such hospital who are covered by such
program are required to pay any charges for
services furnished by physicians, or (II)
they are required to pay reasonable charges
for such services but payment of the deducti-
ble and coinsurance applicable to such serv-
ices is not generally obtained from them or
on their behalf in addition to the portion of
such charges payable as Insurance benefits
under this part".

Mr. MILLS. Mr. Chairman, I offer an
amendment.

The Clerk read as follows:
Amendment offered by Mr. MILLS: Page 88,

strike out "or (II)" in line 17 and all that
follows down through the end of line 21 and
insert in lieu thereof the following: "or (II)
such patients are required to pay reasonable
charges for such services but payment of the
deductible and coinsurance applicable to
such services Is not obtained from or on be-
half of some or all of them, in addition to
the portion of such charges payable as in-
surance benefits under this part, even though
they have private insurance covering such
services (or are otherwise able to pay rea-
sonable charges for all such services as de-
termined in according with regulations) ".

Mr. MILLS. Mr. Chairman, this is an
amendment which while it is of sub-
stance is really a rewriting of the lan-
guage in the bill so as to carry out the
Initial intent of the bill, so I would call
It a technical amendment.

Mr. Chairman, this more nearly car-
ries out the intention of the committee
in this area than does the language in
the bill, which we first thought carried
out our intention.

The amendment was agreed to.
(The bill reads in part as follows:)
(Page 45, line 14:)
(b) In any case in which the provisions

of section 1002(h) (2) of the Social Security
Amendments of 1969 apply, the total of
monthly benefits as determined under sec-
tion 203 (a) of the Social Security Act shall,
for months after 1970, be increased to the
amount that would be required in order to
assure that the total of such monthly bene-
fits (after the application of section 202(q)
of such Act) will not be less than the total
of monthly benefits that was applicable
(after the application of such sections 203 (a)
and 202(q)) for the first month for which
the provisions of such section 1002(b) (2)
applied.

Mr. MILLS. Mr. Chairman, I offer an
amendment.

The Clerk read as follows:

CONGRESSIONAL RECORD -- HOUSE

Amendment offered by Mr. MILLs: Page
45, after line 24, insert the following new
section:
"cEaTAIN ADOPTION5 BY' DI5ABILrrY AND OLD-AGE

INsURANcE BENEncIAaIE5
"SEc. 120. (a) Clause (i) of section 202

(d) (8) (E) of the Social Security Act is
amended—

"(1) by inserting '(I)' after '(i)',
"(2) by adding 'or' after 'child-place-

ment agency,', and
"(3 by adding at the endthereof (after

and below clause (i) (I) as designated by
paragraph (1) of this subsection) the fol-
lowing:

"'(II) in an adoption which took place
after an investigation of the circumstance
surrounding the adoption by a court of com-
petent Jurisdiction within the United States,
or by a person appointed by such a court, if
the child was related (by blood, adoption, or
steprelationship) to such individual or to
such individual's wife or husband as a de-
scendant or as a brother or sister or a de-
scendant of a brother or sister, such individ-
ual had furnished one-half of the child's
support for at least five years immediately
before such individual became entitled to
such disability insurance benefits, the child
had been living with such individual for at
least five years before such individual became
entitled to such disability insurance benefits,
and the continuous period during which the
child was living with such individual began
before the child attained age 18,'.

"(b) The amendments made by subsection
(a) shall apply with respect to monthly
benefits payable under title II of the Social
Security Act for months after December 1967
on the basis of an application filed in or after
the month in which this Act is enacted: ex-
cept that such amendments shall not apply
with respect to benefits for any month before
the month in which this Act is enacted un-
less such application is filed before the close
of the twelftb month after the month in
which this Act is enacted."

Redesignate the succeeding sections of the
bill accordingly.

And conform the table of contents.
Mr. MILLS. Mr. Chairman, this

amendment would have been in the bill
except for a misunderstanding on our
part of the position of the Department
of Health, Education, and Welfare with
respect to it and of our own staff.

We had told them only to bring to us
those amendments which they were both
in agreement on at that particular time.
This was not brought in because of a
misunderstanding of the position.

It amends that part of the social secu-
rity laws which says that if a person is
adopting a minor, then under certain
circumstances if the minor is to receive
a social security benefit, the adoption
must have taken place under the super-
vision of a public or private child place-
ment agency.

Now that is existing law that I have
just described.

This requirement has worked a hard-
ship in some cases, particularly in cer-
tain States, one of which is the State of
Texas, where a child placement agency
is not normally utilized in certain adop-
tion proceedings.

The proceeding goes forward under
an officer of the court, someone ap-
pointed by the judge.

This provision would provide with re-
spect to a child adopted by a disability
insurance beneficiary, where the re-
quirement that the adoption be super-
vised by a child placement agency is not
met, that benefits would be payable for
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such child if he was related to the work-
er or the worker's spouse by blood, step
relationship, or adoption and was living
with and receiving one-half of his sup-
port from the worker for at least 5 years
prior to the time the worker became
entitled to disability benefits.

Does the gentleman from Wisconsin
(Mr. BYRNEa), desire to make a state-
ment on the amendment?

Mr. BYRNES of Wisconsin. I agree
with what the chairman has said. The
only thing : was going to suggest is that
maybe some of the gentlemen from Texas
who have a particular problem that they
would like to meet here may be a little
more charitable toward the action of the
committee on some other matters.

Mr. MILLS. We would hope so.
The CHAIRMAN. The question is on

the amendment offered by the gentle-
man from Arkansas (Mr. MILLS).

The amendment was agreed to.
The CHAIRMAN. Are there any fur-

ther committee amendments?
Mr. MILLS. No, Mr. Chairman.
The CHAIRMAN. Under the rule, the

Committee rises.
Accordingly, the Committee rose; and

the Speaker pro tempore (Mr. ALaERT),
having assumed the chair, Mr. DINGELL,
Chairman of the Committee of the Whole
House on the State of the Union, re-
ported that that Committee having had
under consideration the bill (H.R. 17550)
to amend the Social Security Act to pro-
vide increa.es in benefits, to improve
computation methods, and to raise the
earnings base under the old-age, sur-
vivors, and disability insurance system,
to make improvements in the medicare,
medicaid, and maternal and child health
programs with emphasis upon improve-
ments in the operating effectiveness of
such programs, and for other purposes,
pursuant to House Resolution 1022, he
reported the bill back to the House with
sundry amendments adopted by the
Committee of the Whole.

The SPEAKER pro tempore. Under
the rule, the previous question is ordered.

Is a separate vote demanded on any
amendment? If not, the Chair will put
them en gros.

The amendments were agreed to.
The SPEAKER pro tempore. The

question is on the engrossment and third
reading of the bill.

The bill was ordered to be engrossed
and read a third time, and was read the
third time.

MOTION To ascoMalIT OFFEaED sy MR.
aETY5

Mr. BETTS. Mr. Speaker, I offer a
motion to recommit.

The SPEAKER pro tempore. Is the
gentleman opposed to the bill?

Mr. BETTS. I am in its present form,
Mr. Speaker.

The SPEAKER pro tempore. The
Clerk will report the motion to recommit.

The Clerk read as follows:
Mr. BErm moves to recommit the bill

fIR. 17550 to the Committee on Ways and
Means with instructions to report the same
back to the House forthwith with the f ol-
lowing amendments: Page 10, after line 19,
iurert the following new section:

AUTOMATIC ADJUSTMENT OF 5ENEFIT5

Sac. 103. (a) Section 215 of the Social Secu-
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rity Act is amended by adding at the end
thereof the following new subsection:

CosT-oF-LIVING INCREASES IN BENEFITS
(i) (1) For purposes of this subsection—
(A) the term "base quarter" means the

period of 3 consecutive calendar months
ending on September 30, 1971, and the pe-
riod of 3 consecutive calendar months end-
ing on September 30 of each year thereafter.

(B) the term "cost-of-living computation
quarter" means any base quarter In which
the monthly average of the Consumer Price
Index prepared by the Department of Labor
exceeds, by not less than 3 per centum, the
monthly average of such index in the later
of (I) the 3 calendar-month period ending
on September 30, 1971, or (ii) the base quar-
ter which was most recently a cost-of-living
computation quarter.

(2) (A) If the Secretary determines that
a base quarter in a calendar year is also a
cost-of-living computation quarter, he shall,
effective for January of the next calendar
year, increase the benefit amount of each in-
dividual who for such month is entitled to
benefits under section 227 or 228, and the
primary Insurance amount of each other in-
dividual as specified in subparagraph (B) of
this paragraph, by an amount derived by
multiplying such amount (including each
such individual's primary insurance amount
or benefit amount under section 227 or 228
as previously increased under this subpara-
graph) by the same percentage (rounded to
the next higher one-tenth of 1 percent if
such percentage is an odd multiple of .05 of
1 percent and to the nearest one-tenth of
1 percent in any other case) as the percent-
age by w'hich the monthly average of the
Consumer Price Index for such cost-of-living
computation quarter exceeds the monthly
average of such Index for the base quarter
determined after the application of clauses
(I) and (ii) of paragraph (l)(E).

(B) The Increase provided by subparagraph
(A) with respect to a particular cost-of-
living computation quarter shall apply in
the case of monthly benefits under this title
for months after December of the calendar
year in which occurred such cost-of-living
computation quarter, based on the wages and
self-employment Income of an individual
who became entitled to monthly benefits
under section 202, 223, 227, or 228 (without
regard to section 202(j) (1) or section 223
(b)), or who died, In or before December of
such calendar year.

(C) If the Secretary determines that a
base quarter in a calendar year is also a
cost-of-living computation quarter, he shall
publish in the Federal Register on or before
December 1 of such calendar year a deter-
rnination that a benefit increase is resultantly
required and the percentage thereof. He shall
also publish in the Federal Register at that
time (along with the Increased benefit
amounts which shall be deemed to be the
amounts appearing In sections 227 and 228)
a revision of the table of benefits contained
in subsection (a) of this section (as it may
have been revised previously pursuant to
this paragraph); and such revised table shall
be deemed to be the table appearing in such
subsection (a). Such revision shall be de-
termined as follows:

(i) The headings of the table shall be the
same as the headings in the table immedi-
ately prior to its revision, except that the
parenthetical phrase at the beginning of col-
un-in II shall show the effective date of the
primary insurance amounts set forth in col-
umn IV of the table immediately prior to
Its revision.

(ii) The amounts on each line of column
I, and the amounts on each line of column
III except as otherwise provided by clause
(v) of this subparagraph, shall be the same
as the amounts appearing in such column
in the table immediately prior to Its revision.

(iii) The amount on each line of column
II shall he changed to the amount shown on
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the corresponding line of column 1V of the
table immediately prior to its revision,

(iv) The amount of each line of column
IV shall be increased from the amount shown
in the table Immediately prior to its revi-
sion by increasing such amount by the per-
centage specified in subparagraph (A) of
paragraph (2), ralsing each such increased
amount, If not a multiple of $0.10, to the
next higher multiple of $0.10.

"(v) U the contribution and benefit base
(as defined in section 230(b)) for the calen-
dar year In which the table of benefits is
revised is lower than such base for the fol-
lowing calendar year. columns III, IV, and V
shall be extended. The amount in the first
additional line in column IV shall be the
amount in the last line of such column as
determined under clause (lv), plus $1.00,
rounding such increased amount (if not a
multiple of $1.00) to the next higher multi-
ple of $1.00 where such Increased amount is
an odd multiple of $0.50 and to the nearest
multiple of $1.00 in any other case. The
amount on each succeeding line of column
IV shall be the amount on the proceding line
increased by $1.00, until the amount on the
last line of such column is equal to the larger
of (I) one-thlrtysixth of the contribution
and benefit base for the calendar year follow-
ing the calendar year in which the table
of benefits Is revised or (II) the last line
of such column as determined under clause
(iv) plus 20 percent of one-twelfth of the
excess of the contribution and benefit base
for the calendar year following the calendar
year in which the table of benefits is revised
over such base for the calendar year in which
the table of benefits Is revised, rounding
such amount (if not a multiple of $1.00) to
the next higher multiple of $1.00 where such
amount is an odd multiple of $0.50 and to
the nearest multiple of $1.00 in any other
case. The amount in each additional line of
column III shall be determined so that the
second figure in the last line of column III
is one-twelfth of the contribution and bene-
fits base for the calendar year following the
calendar year in which the table of benefits
Is revised, and the remaining figures in col-
umn III shall be determined in consistent
mathematical intervals from column IV. The
second figure In the last line of column III
before the extension of the column shall be
increased to a figure mathematically con-
sistent with the figures determined in ac-
cordance with the preceding sentence. The
amount on each line of column V shall be
increased, to the extent neceasary, so that
each such amount Is equal to 40 percent of
the second figure in the same line of column
III, plus 40 percent of the smaller of (I)
such second figure or (II) the larger of $450
or 50 per centum of the largest figure In
column III.

(vi) The amount on each line of column V
shall be increased, if necessary, so that such
amount is at least equal to one and one-half
times the amount shown on the correspond-
ing line in column IV. Any such Increased
amount that is not a multiple of $0.10 shall
be increased to the next higher multiple of
$0.10.

(b) Section 203(a) of such Act (as amend-
ed by section 101(b) of this Act) is amend-
ed—

(1) by striking out the period at the end
of a paragraph (3) and inserting in lieu
thereof ", or", and Inserting after paragraph
(3) the following new paragraph:

(4) when two or more persons are en-
titled (without the application of section
202(j)(1) and section 223(b)) to monthly
benefits under section 202 or 223 for Decem-
ber of the calendar year In which occurs a
cost-of-living computation quarter (as de-
fined In section 215(1) (1)) on the basis of
the wages and self-employment income of
such Insured Individual, such total of bene-
fits for the month immediately following
shall be reduced to not less than the amount
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equal to the sum of the amounts derived
by increasing the benefit amount determined
under this title (including this subsection,
but without the application of section
222(b), section 202(q), and subsections (b),
(c), and (d) of this section) as in effect for

such December for each such person by the
same percentage as the percentage by which
such individual's primary insurance amount
(including such amount as previously in-
creased) is increased under section 215(i) (2)
for such month immediately following, and
raising each such increased amount (if not
a multiple of $0.10) to the next higher mul-
tiple of $0.10,"; and

(2) by striking out "the table in section
215(a)" in the matter preceding paragraph
(1) and inserting In lieu thereof "the table
in (or deemed to be in) section 215(a)".

(c) (1) Section 215(a) of such Act is

amended by striking out the matter which
precedes the table and inserting in lieu
thereof the following:

(a) The primary Insurance amount of an
insured individual shall be the amount in
column IV of the following table, or, if
larger, the amount in column IV of the
latest table deemed to be such table under
subsection (1) (2) (C) or section 230(c), de-
termined as follows:

(1) Subject to the conditions specified in
subsections (b), (c), and (d) of this section
and except as provided in paragraph (2) of
this subsection, such primary Insurance
amount shall be whichever of the following
amounts Is the largest:

(i) The amount in column IV on the line
on which in column III of such table appears
his average monthly wage (as determined
under subsection (b));

(ii) The amount in column IV on the line
on which in column II of such table appears
his primary insurance amount (as deter-
mined under subsection (c)); or

(ill) The amount in column IV on the line
on which In column I of such table appears
his primary insurance benefit (as determined
under subsection (d)).

(2) In the case of an individual who was
entitled to a disability insurance benefit for
the month before the month in which he
died, became entitled to old-age insurance
benefits, or attained age 65, such primary in-
surance amount shall be the amount in
column IV which is equal to the primary
insurance amount upon which such disability
insurance benefit Is based, except that, If
such Individual was entitled to a disability
Insurance benefit under section 223 for the
month before the effective month of a new
table (other than a table provided by section
230) and in the following month became
entitled to an old-age insurance benefit, or
he died In such following month, then his
primary insurance amount for such following
month shall be the amount in column IV
of the new table on the line on which in
column II of such table appears his primary
Insurance amount for the month before the
effective month of the table (as determined
under subsection (c)) instead of the amount
In column lv equal to the primary insurance
amount on which his disability insurance
benefit is based.

(2) Effective January 1, 1973, section 215
(b) (4) of such Act (as amended by section
101(c) of this Act) Is amended to read as
follows:

(4) The provisions of this subsection shall
be applicable only in the case of an
Individual—

(A) who becomes entitled in or after the
effective month of a new table that ap-
pears in (or is deemed by subsection (I)
(2) (C) or section 230(c) to appear In) sub-
section (a) to benefits under section 202 (a)
or section 223; or

(B) who dies in or after such effective
month without being entitled to benefits un-
der section 202 (a) or section 223; or

(C) whose primary Insurance amount is
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required to be recomputed under subsection
(f) (2).

(3) Effective January 1, 1973, section 215
(c) of such Act (as amended by section 101
(d) of this Act) Is amended to read as fol-

lows:
Primary Insurance Amount Under Prior

Provisions
(c) (1) For the purposes of column II of

the table that appears In (or is deemed to
appear In) subsection (a) of this section, an
individual's primary Insurance amount shall
be computed on the basis of the law in effect
prior to the effective month of the latest
such table,

(2) The provisions of this subsection shall
be applicable only in the case of an indi-
vidual who became entitled to benefits un-
der section 202(a) or section 223, or who
died, before such effective month.

(d) Sections 227 and 228 of such Act (as
amended by section 102 of this Act) are
amended by striking out "$48.30' wherever it
appears and inserting In lieu thereof "the
larger of $48.30 or the amount most recently
established in lieu thereof under section
215(i) ", and by striking out "$24.20" wher-
ever it appears and inserting in lieu thereof
"the larger of $24.20 or the amount most re-
cently established in lieu thereof under sec-
tion 215(i)".

Page 29, strike out lines 10 through 20 and
insert in lieu thereof the following:

LIBEEALIzATI0N OF EARNINOS TEST

SEc. 107. (a)(l) Paragraphs (1) and (4)
(B) of section 203(f) of the Social Security
Act are each amended by striking out "$140"
and inserting in lieu thereof "$166.66% or the
exempt amount as determined under para-
graph (8)".

(2) Paragraph (l)(A) of section 203
(h) of such Act is amended by striking
out "$140" and inserting in lieu thereof
"$166.66% or the exempt amount as deter-
mined under paragraph (8)

(3) Paragraph (3) of section 203(f) of
such Act is amended to read as follows:

(3) For purposes of paragraph (1) and
subsection (h), an individual's excess earn-
ings for a taxable year shall be 50 per centum
of his carnings for such year in excess of
the product of $166.66% or the exempt
amount as determined under paragraph (8)
multipliad by the number of months in such
year. The excess earnings as derived under
the preceding sentence, if not a multiple of
$1, shall be reduced to the next lower mul-
tiple of $1."

(h) Section 203(f) of such Act is further
amended by adding at the end thereof the
following new paragraph:

(8) (A) On or before November 1 of 1972
and of each even-numbered year thereafter,
the Secretary shall determine and publish in
the Federal Register the exempt amount as
defined in subparagraph (B) for each month
in any individuals first two taxable years
which end with the close of or after the
calendar year following the year in which
such determination is made.

(B) The exempt amount for each month of
a particulsr taxable year shall be whichever
of the following is the larger:

(i) the product of $166.66% and the ratio
of (I) the average taxable wages of all per-
sons for whom taxable wages were reported
to the Secretary for the first calendar quartsr
of the calendar year in which a determination
under subparagraph (A) is made for each
such month of such particular taxable year
to (II) the average of the taxable wages of
all persons for whom wages were reported
to the Secretary for the first calendar quarter
of 1971, with such product, if not a multiple
of $10. being rounded to the next higher
multiple of $10 where such product is an odd
multiple of $5 and to the nearest multiple of
$10 in any other case, or

(ii) the exempt amount for each month
in the taxable year preceding such partic-
ular taxable year;
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except that the provisions In clause (i)
shall not apply wIth respect to any taxable
year unless the oontribution and earnings
base for such year is determined under sec-
tion 230(b)(1).

(c) The amendments made by this sec-
tion shall apply with respect to taxable years
ending after December 1970.

Page 46, strike out line 1 and all that fol-
lows down through page 49, line 17, and in-
sert in lieu thereof the following:
INcaEA5E OF EARNINGs COUNTED FOE BENEFIT

AND TAX PUEPO5ES

SEC. 121, (a)(l)(A) Section 209(a) (5) of
the Social Security Act is amended by In-
seiting "and prior to 1971" after "1967".

(B) Section 209(a) of such Act Is further
amended by adding at the end thereof the
following new paragraphs:

(6) That part of remuneration which, af-
ter remuneration (other than remuneration
referred to in the succeeding subsections of
this section) equal to $9,000 with respect
to employment has been paid to an individual
during any calendar year after 1970 and prior
to 1973, is paid to such individual during
any such calendar year;

(7) That part of remuneration which, af-
ter remuneration (other than remuneration
referred to in the succeeding subsections of
this section) equal to the contribution and
benefit base (determined under section 230)
with respect to employment has been paid to
an individual during any calendar year after
1972 with respect to which such contribu-
tion and benefit base Is effective, is paid to
such individual during such calendar year;.

(2)(A) Section 2l1(b)(E) of such Act
is amended by inserting "and beginning
prior to 1971" after "1967", and by striking
out ": or" and inserting in lieu thereof
and

(B) Section 211(b) (1) of such Act is fur-
ther amended by adding at the end there-
of the following new subparagraphs:

(F) For any taxable year beginning after
1970 and prior to 1973, (1) $9,000, minus (ii)
the amount of the wages paid to such in-
dividual during the taxable year; and

(C) For any taxable year beginnin in any
calendar year after 1972, (i) an amount
equal to the contribution and benefit base
(as determined under section 230) which is
offective for such calendar year, minus (ii)
the amount of the wages paid to such in-
dividual during such taxable year; or

(3) (A) Section 213(a) (2) (h) of such Act
is amended by striking out "after 1967" and
inserting in lieu thereof 'after 1967 and be-
fore 1971, or $9,000 in the case of a calendar
year after 1970 and before 1973, or an amount
equal to the contribution and benefit base
(as determined under section 230) in the
case of any calendar year after 1972 with re-
spect to which such contribution and bene-
fit base is effective,"

(B) Section 213(a) (2) (iii) of such Act is
amended by striking out "after 1967" and
inserting in lieu thereof "after 1967 and
beginning before 1971, or $9,000 in the case
of a taxable year beginning after 1970 and
before 1973, or in the case of any taxable
year beginning in any calendar year after
1972, an amount equal to the contribution
and benefit base (as determined under sec-
tion 230) which is effective for such calen-
dar year."

(4) Section 215(e) (1) of such Act is
amended by striking out "and the excess
over $7,800 in the case of any calendar year
after 1967" and inserting In lieu thereof
"the excess over $7,800 in the case of any
calendar year after 1967 and before 1971, the
excgss over $9,000 in the case of any calen-
dar year after 1970 and before 1973, and the
excess over an amount equal to the contri-
bution and benefit base (as determined un-
der section 230) in the case of any calendar
year after 1972 with respect to which such
contribution and 'benefit base is effective."
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(b) (1) (A) Section 1402(b) (1) (E) of the

Internal Revenue Code of 1954 (relating to
definition of self-employment Income) is

amended by Inserting "and beginning before
1971" after "1967", and by striking out "; or"
and Inserting in lieu thereof"; and".

(B) Section 1402(b) (1) of such Code is
further amended by adding at the end there-
of the following new subparagraphs:

(F) for any taxable year beginning after
1970 and before 1973, (i) $9,000, minus (Ii)
the amount of the wages paid to such indi-
vidual during the taxable year; and

(G) for any taxable year beginning In any
calendar year after 1972, (i) an amount equal
to the contribution and benefit base (as de-
termined under section 230 of the Social Se-
curity Act) which is effective for such calen-
dar year, minus (ii) the amount of the wages
paid to such individual during such taxable
year; or,

(2) (A) Section 3121(a) (1) of such Code
(relating to definition of wages) is amended
by striking out "$7,800" each place it ap-
pears and inserting in lieu thereof "$9,000".

(B) Effective with respect to remuneration
paid after 1972, section 3121 (a) (1) of such
Code is amended (1) by striking out "$9,000"
each place it appears and inserting in lieu
thereof. "the contribution and benefit base
(as determined under section 230 of the So-
cial Security Act) ", and (2) by striking out
"by an employer during any calendar year",
and inserting in lieu thereof "by an employer
during the calendar year with respect to
which such contribution and benefit base is
effective".

(3) (A) The second sentence of section
3122 of such Code (relating to Federal serv-
ice) is amended by striking out "$7,800" and
inserting in lieu thereof "$9,000".

(B) Effective with respect to remunera-
tion paid after 1972, the second sentence of
section 3122 of such Code is amended by
striking out "$9,000" and inserting in lieu
thereof "the contribution and benefit base".

(4) (A) Section 3125 of such Code (relating
to returns in the case of governmental em-
ployees in Guam, American Samoa, and the
District of Columbia) Is amended by strik-
ing out "$7,800" where it appears in subsec-
tions (a), (b), and (c) and inserting In lieu
thereof "$9,000".

(B) Effective with respect to remuneration
paid alter 1972, section 3125 of such Cede is
amended by striking out "$9,000" where it
appears in subsections (a), (b), and (c) find
inserting in lieu thereof "the contribution
and benefit base".

(5) Section 6413(c) (1) of such Code (re-
lating to special refunds of employment
taxes) is amended—

(A) by Inserting "and prior to the calen-
dar ytar 1971" after "after the calendar year
1967";

(B) by inserting after "exceed $7,800" the
following: "or (E) during any calendar year
after the calendar year 1970 and prior to the
calendar year 1973, the wages received by
him during such year exceed $9,000, or (F)
during any calendar year after 1972. the
wages received by him during such year ex-
ceed the contribution and benefit base (as
determined under section 230 of the Social
Security Act) which is effective with respect
to such year,"; and

(C) by inserting before the period at the
end thereof the following: "and before 197i,
or which exceeds the tax with respect to the
first $9,000 of such wages received in such
calendar year after 1970 and before 1973, or
which exceeds the tax with respect to an
amount of such wages received in such cal-
endar year alter 1972 equal to the contribu-
tion and beosfit base (as determined under
section 230 of the Social Security Act) which
Is effective with respect to such year".

(6) Section 6413(c) (2) (A) of such Code
relating to refunds of employment taxes in
the case of Federal employees) is amended
by striking out "or $7,800 for any calendar
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(A) All of the amounts on each line of

columns I, II, III, and IV, except the largest
amount in column m, of the table in effect
before the revision, shall be the same in the
revised table; and

(B) The additional amounts for the ex-
tension of columns III and IV, and the
amounts for purposes of column V, shall be
determined in accordance with the provi-
sions of section 215(i) (2) (C)(v) and (vi).

(3) When a revised table of benefits, pre-
pared under the provisions of paragraph (2),
becomes effective, the provisions of section
215(b) (4) and (C) and of section 203(a) (4)
shall be disregarded; and the amounts that
are added to columns III and IV, or are
changed In or added to column V, by such
revised table, shall be applicable only in the
case of an insured individual—

(A) who becomes entitled, after December
of the year immediately preceding the effec-
tive year of the increased contribution and
benefit base (provided by this section), to
benefits under section 202(a) or section 223;

(B) who dies after December of such pre-
ceding year without being entitled to bene-
fits under section 202(a) or section 223; or

(C) whose primary insurance amount is
required to be recomputed under section
215(f) (2).

(b)(1) Section 201(c) of the Social Secu-
rity Act is amended by inserting before the
last sentence the following new sentence:
'The report shall further include a recom-
mendation as to the appropriateness of the
tax rates in sections 1401(a). 3101(a), and
3111(a) of the Internal Revenue Code of 1954
which will be in effect for the following cal-
endar year, made In the light of the need for
the estimated income in relationship to the
estimated outgo of the Trust Funds during
such year."

(2) SectIon 1817(b) of such Act is amended
by inserting before the last sentence the fol-
lowing new sentence: "The report shall fur-
ther include a recommendation as to the
appropriateness of the tax rates in sections
1401(b), 3101(b), and 3111(b) of the Inter-
nal Revenue Code of 1954 which will be in
effect for the following calendar year made
in the light of the need for the estimated
income in relationship to the estimated out-
go of the Trust Fund during such year."

Renumber sections 103 through 105 of the
reported bill as sections 104 through 106,
respectively.

Renumber sections 107 through 119 of the
reported bill as sections 108 through 120,
respectively.

Renumber section 121 of the reported bill
as section 123.

Strike out "103" and insert "104" on page
30, lines 13 and 23, and on page 31. line 1,
of the reported bill.

Strike out "section 101(b)" and insert
"sections 101(b) and 103(b)" on page 44,
line 5, of the reported bill.

Strike out lines 6 through 10 on page 44
of the reported bill and insert the following:
amended by striking out the period at the
end of paragraph (4) and inserting in lieu
thereof "; or", and by Inserting after para-
graph (4) the following new paragraph:

(5) notwithstanding any other provision
of law,

And conform the table of contents.

year after 1967" and Inserting in lieu thereof
"$7,800 for the calendar year 1968, 1969, or
1970, or $9,000 for the calendar year 1971 or
1972, or an amount equal to the contribution
and benefit base (as determined under sec-
tIon 230 of the Social Security Act) for any
calendar year after 1972 with respect to
which such contribution and benefit base is
effective".

(7) (A) Section 6654(d) (2) (B) (Ii) of such
(lode (relating to failure by individual to pay
estimated income tax) is amended by strik-
ing out "$6,600" and inserting in lieu thereof
"$9,000".

(B) Effective with respect to taxable years

beginning after 1972, section 6654(d) (2) (B)

(11) of such Code Is amended by striking out

"$9,000" and Inserting in lieu thereof "the
contribution and benefit base (as determined

under sectIon 230 of the Social Security

Act)
(c) The amendments made by subsections

(a)(1) and (a)(3)(A), and the amendments
made by. subsection (b) (except paragraphs
(1) and (7) thereof), shall apply only with

respect to remuneration paid after Decem-
ber 1970. The amendments made by subsec-
tions (a)(2), (a)(3)(B), (b)(1), and (b)
(7) shall apply only with respect to taxable
years beginning after 1970. The amendment
made by subsection (a) (4) shall apply only
with respect to calendar years after 1970.

AUTOMATIC ADJUSTMENT OF THE CONTRIBUTION
AND BENEFIT BASE

SEC. 122. (a). Title II of the Social Security

Act is amended by adding at the end thereof
the following new section:
AUTOMATIC ADJUSTMENT OF THE CONTRIBUTION

AND BENEFIT BASE

SEC. 230. (a) On or before November 1 of
1972 and each even-numbered year there-
after, the Secretary shall determine and pub-
lish in the Federal Register the contribution
and benefit base (as defined in subsection
(b)) for the first two calendar years fol-
lowing the year In which the determination
Is made.

(b) The contribution and benefIt base for
a particular calendar year Shall be which-
ever of the following is the larger:

(1) The product of $9,000 and the ratio
of (A) the average taxable wages Of all per-
sons for whom taxable wages were reported
to the Secretary for the first calendar quarter
of the calendar year inwhthh a determina-
tion under subsection (a) Is made for such
particular calendar year to (B) the average
of the taxable wages of all persons for whom
taxable wages were reported to the Secretary
for the first calendar quarter of 1971, with
such product, if not a multiple of $600. being

rounded to the next higher multiple of $600
where such product is a multiple of $300 but
not of $600 and to the nearest multiple of
$600 in any other case; or

(2) The contribution and benefit base for
the calendar year preCeding such particular
calendar year.

(C) (1) When the Secretary determines
and publishes in the Federal Register a con-
tribution and benefit base as required by
subsection (a)), and

(A) such base Is larger than the contribu-
tion and benefit base in effect for the year
In which the larger base is so published, and

(B) a revised table of benefits is not re-
quired to be published in the Federal Regis-
ter under the provisions of section 215(1) (2)
(C) which extends such table for such larger
base on or before the effective date. of such
base,

then the Secretary shall publish a revised
t.ible of benefits (determined under the pro-
visions of paragraph (2)) in the Federal
Register on or before December 1 of the year
prior to the effective year of the new con-
tribution and benefit base. Such table shall
be deemed to be the table appearing In sec-
tion 215(a).

(2) The revision of such table shall b. The previous question was ordered.
determined as follows: The SPEAKER pro tempore. The

question is tn the motion to recommit.
The question was takezi; and t.he

Speaker pro tempore announced that the
noes appeared to have it.

Mr. GERALD R. FORD. Mr. Speaker,
I object to the vote on the ground that
a quorum is not present and make the
point of order that a quorum is not
present.

The SPEAKER pro tempore. Evidently
a quorum is not present.

The Doorkeeper will close the doors,
the Sergeant at Arms will notify absent
Members, and the Clerk will call the
roll.

The question was taken; and there
were—yeas 233, nays 144, not voting 52,
as follows:
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[Roll No. 135]
YEAS—233

Adair Frey
Adams Fulton, Pa.
Addabbo G'lifianakis
Anderson, Gallagher

Calif Gaydos
Anderson, Ill. Gilbert
Andrews, Goodling

N. Dak. Green. Oreg.
Arencis Green, Pa.
Ashbrook Gross
Ashley Grover
Beall, Md. Gubser
Berry Gude
Betts Hall
Biaggi Halpern
Biester Hamilton
Blackburn Hanley
Boland Hansen, Idaho
Bolling Harrlngton
Bow Farsha
Brademas Harvey
Brasco Hastings
Bray Hathaway
Bi-ock Hechler, W. Va.
Broomfield Heckler, Mass.
Brotzinan Heistoski
Brown, Ohio Hogan
Broyhill, NC. Horton
Broyhull, Va. Hosmer
Buchanan Howard
Burke, Fla. Hull
Burton, Calif. Hunt
Burton, Utah Hutchinson
Button Ichord
ByInes, Wis. Johnson, Pa.
Camp Jonas
Carey Kastenmeier
Carter Keith
Cederberg King
Chamberlain Koch
Clancy Kuykendall
Clausen, Kyros

Don H. Langen
Cleveland Latta
Collier Lloyd
Collins Lowenstein
Conable Lujan
Conte Lukens
Corbett McClory
Coughlin McCloskey
Cowger McClure
Cramer McCulloch
Crane McDade
Culver McDonald,
Cunningham Mich.
Daddarlo McEwen
Daniels, N.J. McKneally
Davis, Wis. Macdonald,
Dellenback Mass.
Denney Mailllard
Derwinski Mathias
Dickinson May
Donohue Mayne
Dowdy Meeds
Dulski Meskill
Duncan Michel
Dwyer Mlkva
Eckhardt Miller. Ohio
Edwards, Ala. Minisli
Erlenborn Mink
Esch Minshall
Eshleman MIze
Farbstein Mizell
Findley Monagan
FIsh Morse
Foley Morton
Ford, Gerald It. Mosher
Foreman Myers
Fraser Nelsen
Frelinghuysen Obey

O'Hara
O'Konski
Olsen
O'Neill, Mass.
Patten
Pelly
Pettis
Pike
Pirnie
Podell
Poff
Powell
Pucinskl
Quie
Quillen
Rallsback
Randall
R'.u, Ill.
Reid, N.Y.
Reuss
Rodino
Roe
Rosenthal
Roth
Ruppe
Ruth
Ryan
St Germain
Saylor
Schadeberg
Scherle
Scheuer
Schneebeli
Schwengel
Scott
Shriver
SkubItz
Smith, Calif.
Smith, Iowa
Smith, N.Y.
Snyder
Springer
Stafford
Staggers
Stanton
Steiger, Ariz.
Steiger, Wis.'
Taft
Talcott
Teague, Calif.
Thompson, Ga.
Thomson, Wis.
Tiernan
Van Deerlin
Vander Jagt
Waldie
Wampler
Watkins
Watson
Weicker
Whalen
Whalley
White
Whitehurst
Widnall
Wiggins
Williams
Wilson, Bob
Wold
Wolff
Wyatt
Wydler
Wylie
Wyman
Yates
Yatron
Zion
Zwach

Mr. MILLS (during the reading). Mr.
Speaker, I ask unanimous consent to dis-
pense with further reading of the motion
to recommit and that it be printed in the
RECORD. It has been discussed.

The SPEAKER pro tempore. Is there
objection to the request of the gentle-
man frOm Arkansas?

There was no objection.
Mr. MILLS. Mr. Speaker, I move the

previous question on the motion to re-
commit.
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NAYS—144 Mr. Edwards of California with Mr. Gold- Dingell Jones, Tenn. flees

Abbitt Fountain Murphy, N.Y. water. Donohue Karth Reid, Ill.
Abernethy Friedel Natcher Mr. Colielan with Mr. Clay. Dowdy Kastenmeier Reid, N.Y.
Albert Fulton, Tenu. Nedzi Mr. Jacobs with Mr. Kirwan. Downing Keith Reuss

Dulski King RodinoAlexander Fuqua Nix Mr. Symington with Mr. Ottinger. Duncan Koch RoeAndrews, Ala. Garmatz O'Neal. Ga. Mr. Tunney with Mr. Dawson. Dwyer Kuykendall Rogers, Fla.Annunzio Gettys passman Mr. Bingham with Mr. Brown of California. Eckhardt Kyros Rooney, N.Y.Aspinall Glaimo Patman Edmondsc,n Landrum Rooney, Pa.Baring Gibbons Pepper Messrs. WOLFF, GETTYS, GILBERT, Edwards, Ala, Langeii RosenthalBarrett Gonzalez Perkins
Bennett Gray Phllbiii MACDONALD of Massachusetts, ASH- Eilberg Latta Rostenkowski

Erlenborn Lennon RothBevill Griffin Pickle LEY, REUSS, OLSEN, HANLEY, Esch Lloyd RoybalBlanton Griffiths Poage WHITE, FATTEN, DONOHtJE, YATES, Eshleman Long, Md. Ruppe
Boggs Hagan Preyer, N.C. MONAGAN and DANIELS of New Jer- Evans, Cob. Lowenstein RuthBrinkley Haley Price, Ill. Evins, Tenis. Lujan Ryan
Brooks Hammer- Price, Tex. sey changed their votes from "nay" to Falbon Lukens St Gerinain
Burke, Mass. schmidt Pryor, Ark. "yea." Farbstein McCbory SandmanBurlèson, Tex. Hanna Purcell Mr. GIAIMO and Mr. WILLIAM D. Fascell McCboskcy Saylor
Cabell Hansen, Wash. Fiarick Feighan McClure Schadeberg
Caffery Hbert flees FORD changed their votes from "yea" Findley McCulloch Sc.herle
Casey Henderson Rogers, Fla. to "nay." Fish McDacie Scheuer
Celler Hicks Rooney, N.Y. The result of the vote was announced Flowers McDonald, SchneebeltChappell Holifleld Ilooney, Pa.
Chisholm Hungate Rostenkowski as above recorded. Foley Mich. Schwengel

Ford, Gerald H. McEwen Scott
Clark Jarman Roybal The doors were opened. Foi'd McFall Shipley
Conyers Jones, Ala. Sandman Mr. MILLS. Mr. Speaker, in accord- William D. McKneally Shriver
Corman' Jones, NC. Satterfield
Daniel, Va. Jones. Tenn. Shipley ance with the instructions of the House Foreman Macdonald, Sisk

Fountain Mass. Skubitz
Davis, Ga. Karth Sisk in the motion to recommit, I report back Fraser Madden Slack
de la Garza Kazen Slack the bill HR. 17550 with an amendment. Frelinghuysen Mailliard Smith, Calif.Deney Kee Steed The SPEAKER. The Clerk will re- Frey Mann Smith, Iowa
Dennis Landrum Stephens Friedel Martin Smith, N.Y.
Dent Lennon Stubblefleld port the amendment. Fulton, Pa. Mathias Snyder
Diggs Long, La. Stuckey The Clerk read the amendment. Fulton, Tenn, May Springer
Dingell Long, Md. Sullivan (For amendment, see proceedings of Galiflanakis Mayne Stafford
Dorn McFall Taylor Gallagher Meeds, Staggers
Downing McMillan Teague, Tex. the House today under motion to re- Garmatz Meicher Stanton
Edmondson Madden Thompson, N.J. commit.) Gaydos Meskill Steed
Edwards, La. Mahon Udall Mr. MILLS (during the reading). Mr. Gettys Michel Steiger, Ariz.
Eilberg Mann Ullman Giaimo Mikva Steiger, Wis.
Evans, Cob. Marsh Vanik Speaker, I ask unanimous consent that Gibbons Miller, Ohio Stephens
Evins, Tenn. Martin Vigorito further reading of the amendment be Gilbert Minish Stubblefleld
Falbon Melcher Waggonner dispensed 'with. Gonzalez Mink Stuckey
Fascell Mills Watts
Feighan Mollohan Whitten The SPEAKER. Is there objection to Goodling Minshall Sullivan

Gray Mize Taft
Fisher Montgomery Wilson. the request of the gentleman from Ar- Green, Oreg. Mizell Talcott
Flowers Moorhead Charles H. kansas? Green, Pa. Moliohan Taylor
Flynt Morgan Wright These was no objection. Griffiths Monagan Teague, Calif.
Ford, Moss Young Gross Moorhead Thompson, Ga.

William D. Murphy, Ill. Zabiocki The SPEAKER. The question is on Grover Morgan Thompson, N.J.
the amendment. Gubser Morse Thomson, Wis.NOT VOTING—52 Gude Morton Tiernaji

Anderson, Edwards, Calif. Ottinger The amendment was agreed to. Hagan Mosher Udall
Tenn. Flood Polbock The SPEAKER. The question is on Haley Moss Ullman

Hall Mul'phy, Ill, van DeerlinAyres Goldwater Reifel the engrossment and third reading of Halpern Murphy, N.Y. Vander JagtBelcher Hawkins Rhodes
Bell, Calif. Hays Riegle the bill. Hamilton Myers Vanik
Blngham Jacobs Rivers The bill was ordered to be engrossed Hammer- Natcher Vigorito

schmidt Nedzi WaldieBlatnik Johnson. Calif. Roberts and read a third time, and was read Hanley Nelsen WamplerBrown. Calif. Kirwan Robison
Brown, Mich. Kleppe Rogers, Cob, the third time. Hanna Nix Watkins

Hansen, Idaho Obey WatsonBurlison, Mo, Kiuczynski Roudebush The SPEAKER. The question is on Hansen, Wash, O'Hara WattsBush Kyl Sebelius
Byrne, Pa. Landgrebe Sikes the passage of the bill. Harrington O'Konski Weicker
Clawson, Del Leggett Stokes Mr. MILLS. Mr. Speaker, on that i Harsha Olsen Whalen

Harvey O'Neal, Ga. WhalleyClay McCarthy Stratton demand the yeas and nays. Hastings O'Neill. Mass. WhiteCohelan MacGregor Symington
Colmer Matsunaga Tunhley The yeas and nays were ordered. Hathaway Patten Whltehurst

Hechler, W. Va. Pelly WidnallDawson Miller. Calif. Winn The question was taken; and there Heckler, Mass. Pepper WigginsDevine Nichols were—yeas 344, nays 32, not voting 53, Helstoski Perkins Williams
So the niotion to recommit was agreed as follows: Henderson Pettis Wilson, Bob

Hicks Philbin Wilson,to. IRoll No. 136] Hogan Pike Charles H.The Clerk announced the following YEAS—344 Holifleld Pirnie Wold
pairs: Abbitt BoIling Clausen, Horton Podell Wolff

Mr. Hays with Mr. Ayres. Adair Bow Don H. Hosmer Poff Wright
Mr. Sikes with Mr. Robison. Adams Brademas Cleveland Howard Powell Wyatt

Mr. Roberts with Mr. Devine. Addabbo Brasco Collier Hull Preyer, N.C. Wydler
Albert Bray Collins Hungate Price, Ill. Wylie

Hunt Price, Tex. WymanMr. Flood with Mr. Roudebush. Alexander Brinkley Conable Hutchinson Pryor, Ark. YatesMr. Matsunaga with Mr. Polbock. Anderson, Brock Conte
Mr. Kluczynski with Mr. Brown of Michl- Calif. Broomfielci Conyers Ichord Pucinski Yatron

gan. Anderson, Ill. Brotzman Corbett Jarman Qule Zabbocki
Andrews. Brown, Ohio Corman Johnson, Pa. Quillen Zion

Jonas Rallsback ZwachMr. Johnson of California with ML N. Dak. Broyhill, N.C. Coughllu Jones, NC. RandallSebelius. \ Annunzio Broyhill, Va, Cowger
Mr. Burlison of Missouri with Mr. Beleher. Arends Buchanan Cramer NAYS—32
Mr. Byrne of Pennsylvania with Mr. Relfel. Ashbrook Burke, Fla. Crane
Mr. Miller of California with Mr. Bell of Ashley Burke, Mass. Culver Abernethy Hébert Patman

California. Baring Burleson, Tex. Cunningham Andrews, Ala. Jones, Ala. Pickle
Barrett Burton, Calif. Daddarlo Aspinall Kazen Poage

Mr. Nichols with Mr. Kleppe. Bea1l, Md. Burton. Utah Daniel, Va. Cabeil Kee Purcell
Mr. Rivers with Mr. Rhodes. Bennett Button Daniels. N.J. Caftery Long, La. Rarick
Mr. Rogers of Colorado with Mr. Kyl. Berry Byrnes, Wis. Davis, Ga. Chappell McMillan Satterfield

Betts Camp Davis, Wis, Dorn Mahon Teague, Tex.Mr. Hawkins with Mr. Mccarthy. Bevill Carey de la Garza Edwards, La. Marsh WaggonflerMr. Leggett with Mr. Del Clawson. Biaggi Carter Delaney Fisher Mills Whitten
Mr. Colmer with Mr. Bush. Biester Casey Dellenbaclc Flynt Montgomery Young
Mr. Blatnik with Mr. Wlnn. Blackburn Cederberg Denney Griffin Passman
Mr. Anderson of Tennessee with Mr. Mac- Blanton Celler Dennis NOT VOTING—53

Gregor. Blatnik Chamberlain Dent
Boggs Chlsholm Derwinski Anderson, Belcher BrooksMr. Stratton with Mr. Landgrebe. Boland Clancy - Dickinson Tenn. Bell, Calif. Brown, Calif.

Mr. Stokes with Mr. itiegle. Clark Dlggs Ayres Blngham Brown, Mich.
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Burlison, Mo. Jacobs Reifel
Bush Johnson, Calif. Rhodes
Byrne, Pa. Kirwan Riegle
Clawson, Del Kleppe Rivers
Clay Kluczynski Roberts
Cohelan Kyl Robison
Colmer Landgrebe Rogers, Cob.
Dawson Leggett Roudebush
Devine McCarthy Sebelius
Edwards, Calif. MacGregor Sikes
Flood Matsunaga Stokes
Fuqua Miller, Calif. Stratton
Goldwater Nichols Syrnington
Hawkins Ottinger Tunney
Hays Pollock Winn

So the bill was passed.
The Clerk announced the following

pairs:
Mr. Rays with Mr. Ayres.
Mr. Sikes with Mr. Robinson.
Mr. Roberts with Mr. Devine.
Mr. Flood with Mr. Roudebush.
Mr. Matsunaga with Mr. Pollock.
Mr. Kluczynski with Mr. Brown of

Michigan.
Mr. Johnson of California with Mr.

Sebelius
Mr. Burlison of Missouri with Mr. Belcher.
Mr. Byrne of Pennsylvania with Mr. Reifel.
Mr. Miller of California with Mr. Bell.
Mr. Nichols with Mr. Kleppe.
Mr. Rivers with Mr. Rhodes.
Mr. Rogers of Colorado with Mr. Kyl.
Mr. Hawkins with Mr. McCarthy.
Mr. Leggett with Mr. Del Clawson.
Mr. Colmer with Mr. Bush.
Mr. Brooks with Mr. Winn.
Mr. Anderson of Tennessee with Mr. Mac-

Gregor.
Mr. Stratton with Mr. Lsndgreho.
Mr. Stokes with Mr. Ricgle.
Mr. Edwards of California with Mr. Gold-

water.
Mr. Cohelan with Mr. Clay.
Mr. Jacobs with Mr. Kirwan.
Mr. Symington with Mr. Ottinger.
Mr. Tunney with Mr. Fuqua.
Mr. Bingham with Mr. Brown of California.

Mr. BLANTON and Mr. HAGAN
changed their votes from "nay" to "yea."

The result of the vote was announced
as above recorded.

A motion to reconsider vas laid on the
table.

DISPENSING WITH THE PRINTING
OF THE BILL HR. 17550

Mr. MILLS. Mr. Speaker, I ask unani-
moos consent to dispense with the print-
ing in the RECORD of the Hoose bill just
passed doe to its length and the cost of
printing.

The SPEAKER. Is there objection to
the request of the gentleman from Ar-
kansas?

There was no objection.

GENERAL LEAVE TO EXTEND
Mr. MILLS. Mr. Speaker, I ask unani-

mom consent that all Members desiring
to do so may have 5 legislative days with-
in which to extend their remarks in the
RECORD on the bill just passed.

The SPEAKER. Is there objection to
the request of the gentleman from
Arkansas?

There was no objection.
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SOCIAL SECURITY AMENDMENTS,
1970

SPEECH OF

HON. OGDEN R. REID
OF NEW YORK

IN THE HOUSE OF REPRESENTATIVES
Thursday, May 21, 1970

The House In Committee of th- Whole
House on the State of the Union had under
consideration the bill (H.R. 17550) to amend
the Social Security Act to provide increases
in benefits, to improve computation methods,
and to raise the earnings base under the
old-age, survivors, and disability insur-
ance system, to make improvements In the
medicare, meeicaid, and maternal and child
health programs with emphasis upon im-
provements in the operating effectiveness of
such programs, and for other purposes.

Mr. REID of New York. Mr. Chairman,
I rise in strong support of H.R. 17550, the
Social Security Amendments of 1970.



E 4700

While I regret the decision of the Ways
and Means Committee not to adopt the
Administration's proposal to tie future
social security benefit increases to rises
in the cost-of-living index, I am heart-
ened by the 5-percent increase in social
security benefits, effective January 1,
1971, which is included in this bill.

We have all felt the pinch of inflation
In the past few months, but the rising
cost of living has been hardest on those
living on fixed incomes such as that pro-
vided by social security. The legislation
before us today would provide additional
benefits for 26.2 million Americans who
will be on the social security roles at the
end of January 1971, when the first in-
creased checks will be issued, and for all
those who enter the program thereafter.
For example, a retired worker who now
receives $112 per month will have his
benefit Increased to $125; a retired cou-
ple who now receive $195 monthly will
receive $218; an aged widow who now
receives $101 will receive $123. Clearly,
these increases are Vital If our older
Americans are to be able to survive in
today's economy, and I urge that they be
accepted by my colleagues.

In addition to Increasing monthly pay-
ments by 5 percent, HR. 17550 would in-
crease from $1,680 to $2,000 the amount
a social security beneficiary can earn in
a year and still receive his full benefit.
I have urged for years that this limita-
tion on earnings by social security re-
cipients be removed completely, and I
will continue to work for that ultimate
goal. However, if the earnings limitation
is to be retained, I am glad to note that
It Is at least being increased. With this
liberalizatfonof the so-called retirement
test, about 900,000 persons will receive
additional benefits In 1971 and about
100,000 persons who would receive no
benefits under present law will receive
some benefits.

Under present law, a widow's or de-
pendent widower's benefit applied for at
age 62 or later Is only 82'/ percent of
the primary insurance amount of the
wage earner. Under the bill before us, a
Widow or widower would be entitled to a
bezefit equal to 100 percent of the Tri-
mary Insurance amount, if first applied
for at age 65 or later. This measure will
result in additional benefits for about 3.3
million widows and widowers when it
goes into effect.

The fourth important provision of
H.R. 17550 would apply the same meth-
ods of computing benefits for men as
those now applied for women—only
years up to age 62 will be required to be
taken into account in computing aver-
age earnings, and benefit eligibility will
be figured u to age 62 for both sexes.
An estImated 10.2 million men will re-
ceive larger benefits under this provision,
and approximately 60,000 persons not
eligible for social security under present
law would be added to the rolls under
the change in eligibility requirements.

In my judgment, these increases in
benefits and the broadening of eligibil-
ity, as well as the constructive changes
in the medicare program contained in
the bill, represent useful modifications
in the social security program at a time
of increasing difficulty for our older citi-
zens. I am deeply concerned, however,

over the portion of the bill which would
reduce Federal medicaid funds and re-
duce Federal matching funds for nursing
home care by one-third after 90 days of
benefits in 1 year, and would propose
an amendment to change that provision
1.1 it were possible.

In my judgment, however, the Con-
gress has an obligation to assist Amer-
ica's senior citizens, many of whom have
no source of income other than social
security, in a time of rising prices and
resulting increased pressure on the
pocketbook. I, therefore, urge the House
to pass H.R. 17550.

CONGREcSIONAL RECORD — ExtensThns of Remarks May 22, 1970
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H.R. 17550, SOCIAL SECURITY
AMENDMENTS OF 1970

SPEECK OF

HON. GARNER E. SHRIVER
OF KANSAS

IN THE HOUSE OF REPRESENTATIVES
Thursday, May 21. 1970

Mr. SHRIVER. Mr. Chairman, I take
this opportunity to discuss certain pro-
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visions of H.R. 17550, the Social Security
Amendments of 1970, which has just
been passed by the House of Representa-
tives, 343 to 32.

Since 1963, Congress has voted three
increases in social security benefits. The
most recent of these Increases was effec-
tive April 1, 1970, when the monthly
benefits were raised 15 percent across
the board.

But inflation is the constant enemy
of the aging. It plays havoc with their
fixed incomes. That is why many of us
in the Home, including myself, have
sponsored legislation time and time
again to provide for automatic increases
in social security benefits whenever the
cost of living rises 3 percent or more.

I certainly concur with the motion to
recommit which includes a provision for
automatic increases In the benefits
geared to rising prices and automatic
increases in the tax base geared to rising
wage levels. If we failed to include this
cost-of-living clause in this bill, we
would be risking the chance that the 5
percent overall increase we are passing
would be wiped out by inflation in less
than a year's time.

I support the committee's recommen-
dations providing a general benefit in-
crease of 5 percent effective with the
benefits payable for January 1971.

This legislation also takes another
Important step In liberalizing the retire-
ment test by permitting the beneficiary
to earn $2,000 a year rather than $1,680
and receive full benefits.

Under this bill, some 3.3 million
widows and widowers on the rolls at the
end of January 1971 will receive higher
benefits. For example, the benefit for
a widow who becomes entitled to a
widow's benefits at or after age 65 would
be Increased from 821/2 percent to 100
percent of the amount her deceased
husband would receive if his benefits
started at or after age 65. This is in keep-
ing with legislation which I have intro-
duced In the past and this action is long
overdue.

This is a broad piece of legislation we
are considering. It contains many nec-
essary and good provisions, but there
are some which will have an adverse
effect upon senior citizens.

The proposed cut in Federal matching
funds to the States for skilled nursing
home care and mental hospitals seems
to be Inadvisable. It will work a hard-
ship on the elderly who ale incapacitated
and ill, as well as the institutions who
are helping meet their needs.

Under the rule by which this legisla-
tion is being considered, we cannot offer
amendments. This weakness in the bill
should be corrected by tile other body
during Its consideration.

On balance, however, HR. 17550 is a
needed measure and it has my support.
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SOCIAL SECURITY CHANGES
SORELY NEEDED

HON. J. HERBERT BURKE
OF FLORIDA

IN THE HOUSE OF REPRESENTATIVES

Wednesday, May 27, 1970
Mr. BURKE of Florida. Mr. Speaker,

throughout the country the month of
May is being celebrated as Senior Citizen
Month and the U.S. House of Represent-
atives indicated their interest on May
21 when we voted for several much
needed changes under the Social Secu-
rity Act.

Certainly the problems facing so many
of our elderly people are acute and hope-
fully the changes will enable them to
better face the rising cost of living.

There are currently 26.6 million people
on social security rolls with .the greatest
portion of these beneficiaries, 25.4 nih-
lion, being senior citizens. Monthly bene-
fits total over $2.16 billion.

In our State of Florida we haye 1.1
million senior citizens who receive a total
of more than $90 million per month.

Our senior citizens mak&a tremendous
impact on our State with their experi-
ence, ability, and financial contributions,
but we would have to be blind if we
could not see the uphill fight that many
of them have in today's society.

With inflation and high taxes raging,
our senior citizens find themselves with
their backs against the wall. Thus, I feel,
It Is now Imperative that the Senate con-
sider the legislation passed by the House
as quickly as possible.

Our senior citizens have been handi-
capped by the limitations on the amount
they can earn, and on the limitation on
the amount of benefits they receive each
month. What once was thought to be a
sufficient supplement has been eroded
away by rising living costs until today our
elderly are barely able to make ends meet.

With the 15 percent social security In-
crease that became payable in April, so-
cial security benefits average $1,392 for
an individual and $2,088 a year for a
couple 65 years of age.

However, when we take into considera-
tion that the U.S. Labor Department
standard indicates $2,920 is the very least
a retired couple needs to stay above the
poverty line, I, like many in the House
of Representatives, have become con-
cerned that many of our elderly who have
been caught In this web of inflation will
continue to become more entangled fi-
nancially without further help.

I appreciate the fact that social secu-
rity was never intended to be a pension,
and In fact was instead Intended to be a
supplement to other savings and income.
Yet, with the many economic changes
resulting over the years, which have In

many ways hurt rather than helped to-
day's elderly, It seems that a càmplete
reappraisal of the problems facing those
under social security Is in order.

I supported the 15 percent social se-
curity increase passed by the Congress in
1969 and also the 5 percent increase
which just passed the House. In this cur-
rent legislation I supported also the
House amendment offered by Represent-
ative JoHN BYRNES granting social secu-
rity increases automatically whenever
the nationar cost of living rises 3 percent
or more per quarter. I introduced legis-
lation calling for this and was indeed
happy that although It was not recom-
mended by the committee, it passed as
an amendment to the committee bill.

In both the 90th Congress and then in
this Congress, I introduced legislation
which would completely remove the
earnings limitations now placed on so-
cial security recipients. The House ap-
proved only a raise in the ceiling from
$1,680 to $2,000 a recipient may earn per
year without penalty, but I still feel fur-
ther working inducements should be of-
fered in the future to those willing to
work after retirement.

I feel that many citizens who reach
their golden years should not, if they
choose, continue to work yet it is my
opinion that those who do wish to con-
tinue to work in order to earn wages to
help pull them through tough financial
times should be encouraged to do so with-
out penalty. Social security is not wel-
fare and most of those receiving benefits
have earned these benefits, and have the
right to keep working if they desire.

Truthfully, should the Federal Gov-
ernment have the right to lknit any citi-
zen in their earning power? It Is even
more ironic since It is the wild spending
sprees of our Government which has con-
tributed to the inflation that is ensnaring
our retirees today.

In any event, the new social security
legislation which passed the House will
help since it includes:

Benefit increases to 100 percent for
widows and widowers entitled to such
under the primary insurance if first ap-
plied for at age 65 or later.

Authorization for the Secretary of
Health, Education, and Welfare to estab-
lish specific periods of time after hospi-
talization for which a patient would be
eligible for extended care—I cosponsored
this.

Authorization to study the possibility
of including chiropractic care under the
medicare program.

Authorization for recipients to take
part In health maintenance programs
with the Government paying up to 95
percent If the party qualifies for both
part A and B of medicare.

More authority given to the Secre-
tary of HEW to clamp down on violators
of the medicare program.

To pay for the benefit increases passed
by the House, the social security tax
base wiil haveto be increased from the
taxable Income limit of $7,800 to $9,000.
It was necessary also for the tax on em-
ployers and employees to be raised from
4.8 to 5.2 percent.

At this point I might mention that a
further bill I Introduced would have al-

lowed all medical expenses to be deducted
in computing the income tax but this
bill was, unfortunately, not passed. It
was held by the committee for further
study.

In closing, I would like to stress that
age is something that comes to us all
and the best of plans in one's old age
often go astray because of circumstances
Impossible to anticipate. Our elderly
citizens of today have gone through the
depression of the 1930's, two world wars,
and two others.

They worked hard and paid their
taxes. They helped build our Nation to its
greatness. They ask not for charity, but
only what is deserving to them, and now
they do need help and the least we can
do is to give them the help they have
earned.



SOCIAL SECURITY ESTABLISH..
MENT—ALL POWERFUL

HON. JOHN R. RARICK
OF LOUISIANA

IN THE HOUSE OF REPRESENTATIVES

Wednesday, May 27, 1970
Mr. RARICK. Mr. Speaker, last Thurs-

day this body set the stage for the corn-
plete nationalization of all economic se-
curity for the American people. Thus, a
bill which started out as a social security
reform, H.R. 17550, has now ended up
turning the full and complete control of
the program over to the Department of
Health, Education, and Welfare. The
HEW bureaucrat.s have now been dele-
gated not only the power to adjust the

3 United Nations, Treaty Series, vol. 480
(1963),No. 6964, p. 43

benefits but also to regulate the contribu-
tion tax from the workers.

Today, we learn that the Chief Actuary
of the Social Security Administration has
resigned because the top social security
policymakers are dedicated to elimina-
tion of all private efforts in economic
security; that is, insuranee. It would thus
appea.r that Congress has again sur-
rendered its responsibility to another
monopolistic bureaucracy.

I include a pertinent newsclipping, as
follows:
From the Washington Post. May 27, 1970]

Toe Aio ON PENSIONS QUITS JOB
The chief actuary of the Social Security

administration has resigned after charging
that Democrats in the agency have attempted
to undermine the Nixon administration.

The actuary, Robert J. Myers, left the gov-
ernment after 35 years because he said ad-
ministration officials refused to heed his
charges about political sabotage by Social
Security officials.

"Certain of the top policymaking officials
of the Social Security administration (who
are holdovers from the Johnson administra-
tion) have strong beliefs in the desirability—
even the necessity—of the public sector tak-
ing over virtually all economic security pro-
visions for the entire population and thus
eliminating private efforts in this area,"
Myers said in his letter of resignation.

"It is my deeply held conviction . . . that
these officials of the Social Security adminis-
tration have not and will not faithfully serve
the Nixon administration," he said. "Rather,
they Will exert their efforts to expand the
Social Security program as much as possible
by aiding and supporting any individual or
organizations that are of this expansionist
conviction."

Myers is reported to have had several run-
ins with Social Security Commissioner Robert
M. Ball, appointed to the post by President
John F. Kennedy.

In a statement yesterday, Myers accused
Ball of attempting "to muffle and intimidate"
him regarding three speeches Myers plans to
make on the Social Security administration,
A Social Seburity spokesman denied the
charges.

SOCIAL SECURITY AMENDMENTS
OF 1970 AND COST-OF-LIVING
INCREASES

SPEECU OF

HON. FLORENCE P. DWYER
OF NEW JERSEY

IN THE HOUSE OF REPRESENTATIVES

Thursday, May 21, 1970
The House in Committee of the Whole

House on the State of the Union had under
consideration the bill (H.R. 17550) to amend
the Social Security Act to provide increases
in benefits, to improve computation meth-
ods, and to raise the earnings base under the
old-age, survivors, and disability insurance
system, to make Improvements In the medi-
care, medicaid, and maternal and child
health programs with emphasis upon im-
provements in the operating effectiveness of
such programs, and for other purposes.

Mrs. DWYER. Mr. Chairman, this is a
good bill, and I congratulate the com-
mittee for bringing It to the floor, but I
believe it can be made substantially bet-
ter by providing for automatic increases
in social security benefits commensurate
with increases in the cost of living.

E4917
Together witlmany of our col1eages,

I have introduced legislation for some
time to make benefit increases automatic
when the cost-of-living index also in-
creases, and I understand that a recom-
mittal motion will be offered with in-
structions to add such language to the
bill. I shall certainly vote for such a mo-
tion.

This is a reform of the social security
system which has long been needed, but
it becomes especially urgent in periods
of inflation when living costs tend to out-
run incomes. No group in our society suf-
fers more from inflation than those who
are forced to live on fixed, and often in-
adequate, incomes, For them, every price
increase means a consequent reduction
in their standard of living. This is espe-
cially true of the retired and the elderly
for whom social security benefits often
comprise all or a substantial part of their
incomes. The longer the delay in adjust-
ing social security benefits, the greater
the hardship and the farther behind they
fall in maintaining a decent living stand-
ard.

The automatic benefit increase will
help correct this situation in several
ways. It will reduce the timelag between
price increase and the needed benefit
gain. It will eliminate the often lengthy
period of debate and consideration in
enacting special legislation changing
benefit levels. It will provide certainty to
the often insecure. It will build into the
social security system a new element of
fairness and assure the retired, the dis-
abled, and the dependent they will no
longer have to bear so heavy a burden of
inflation.

This cost-of-living provision, Mr.
Chairman, will also help in other re-
spects. It will insure that the earnings
test—the amount which social security
beneficiaries can earn without the loss
of benefits—will also keep pace with in-
creases in real earnings. And in order to
assure the financial integrity of the sys-
tem, it will automatically adjust the wage
base of covered workers as their real
wages increase, thereby maintaining the
existing relationship between the wages
of covered workers and the amount of
their contributions to the trust fund.

In every respect, our pposal meets
the test of equity and justice, and I hope
our colleagues will give it the support it
deserves. By supporting the recommital
motion, of course—and this should be
emphasized—Congress will not be fore-
closing the right or .the responsibility to
make additional adjustments in benefit
levels in the future. Depending on
changes in living standards and eco-
nomic conditions, we can and should be
ready to do whatever is required to as-
sure that senior citizens are fairly
treated.

In many other areas, this legislation
also makes valuable improvements in the
social security and related medicare and
medicaid programs. I should like to
mention only a few which seem to me to
be of special significance:

First, social security payments to the
26.2 million beneficiaries now on the rolls
and those who enroll In the future will
be increased by 5 percent beguinnig with
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payments for the morth of January
1971. This is in addition to any future
automatic increases.

Second, the earnings test will be lib-
eralized—a reform I have long and
strongly urged—by increasing from the
present $1,680 to $2,000 a year the
amount a person 65 or older can earn and
still be eligible for full retirement bene-
fits. The new amount is still inadequate,
I believe, and continues to lag far be-
hind the corresponding increases in
prices and average earnings, but it does
represent an important step forward.

Third, widows will be entitled to 100
percent of the primary benefits to which
their husbands would have been entitled
rather than the 821/2 percent under pres-
ent law, thus preventing what has often
been a drastic reduction in the standard
of living of widows following the death
of their husbands. Where appropriate,
widowers will also be entitled to the bene-
fits of this needed change.

Fourth, women workers will no longer
be penalized when they take a reduced
annuity at age 62 based on their own
work record, but will be entitled to the
full wife's benefit when they reach 65.
Under present law, wives who had worked
for years sometimes received smaller
benefits than wives who never worked
at all.

This brief summary, Mr. Chairman,
cannot, of course, do justice to the great
Importance of this comprehensive and
complex social securit'bill. Overall, it
provides many needed liberalizations of
benefits and entitlements, many struc-
tural reforms which will improve the
medicare, medicaid, and maternal and
child health programs. It removes a
number of Inequities, and it encourages
a number of experimental programs and
pilot projects which will in turn, lead to
other resolutions of the difficult prob-
lems still inherent in this vast but vital
program.

We have a long way to go, but this
bill—as improved by the recommittal
motion—will take us a good distance in
the right direction.
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consideration the bill (HR. 17550) to amend
the Social Security Act to provide increases
in benefits, to Improve computation meth-
ods, and to raise the earnings base under the
old-age, survivors, and disability insurance
system, to make improvements in the medi-
care. medicaid, and maternal and child
health programs with emphasis upon im-
provements in the operating effectiveness of
such programs, and for other purposes.

Mr. MESKILJL. Mr. Chairman, I con-
gratulate the House on the action that it
has taken in incorporating many long-
needed improvements into our social
security laws.

I have long felt that a provision should
be made for social security benefits to
keep in step with changes in the cost of
living and I introduced legislation dur-
ing the 90th Congress and again during
the first session of this Congress making
benefit increases automatic whenever
the Consumer Price Index rose at least
3 percent during the preceding year.
Compassion and commonsense dictate
that we not leave adjustments In social
security benefits to meet increased cost
of living to the arbitrary whim or in-
clination of future Congresses.

Passage of this amendment, along with
a 5-percent across-the-board increase,
effective next January 1 will go a long
way in easing the minds of those who
approach their retirement years skepti-
cal of how they will get along in the face
of constantly rising costs.

Although I would prefer to see the
earnings limitation upon the amount of
outside income which an individual may
earn while receiving social security ben-
efits removed completely, the increase
from $1,680 to a $2,000 limitation is a
welcome step in the right direction.

Passage of HR. 17550 also served the
need of equalizing the treatment men
and women receive under social security
laws by eliminating benefit computation
for women on the basis only of working
years through age 62 and permitting
them to take into account average earn-
ings through age 65 in detennining ben-
efit eligibility.

The newly approved bill is also praise-
worthy in its provision enabling widows
to receive 100 percent of their husbands'
benefits at age 62 instead of only 82 '/2
percent.

In the midst of spiraling inflation, we
cannot abandon those citizens who have
contributed so much to our country dur-
ing their working years. They deserve a
decent and dignified standard of living,
not the dim prospect of having to resort
to welfare as many of them have had to
in the past.

The House has recognized this fact
and acted on it.

SOCIAL SECURITY AMENDMENTS
OF 1970

SPEECH 05'

HON. THOMAS J. MESKILL
OF CONNECTICITE

IN THE HOUSE OF REPRESENTATIVES
Thursday, May 21, 1970

The House In Committee or the Whole
House on the State of the Union had under
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IN THE SENATE OF THE UNITED STATES

?Ly 27, 1970

Read twice and referred to the Committee on Finance

AN ACT
To amend the Social Security Act to provide increases in bene-

fits, to improve computation methods, and to raise the earn-

ings base under the old-age, survivors, and disability insur-

ance system, to make improvements in the medicare, medic-

aid, and maternal and child health programs with emphasis

upon improvements in the operating effectiveness of such

programs, and for other purposes.

Be it enacted by the Senate and House of Representa-

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

3 That this Act, with the following table of contents, may be

4 cited as the "Social Security Amendments of 1970".
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TITLE III—MIISCELLANEOUS PROVISIONS

Soc. 301. Meaning of term "Secretary".

1 TITLE I—PROVISIONS RELATING TO OLD-AGE,

2 SURVIVORS, AND DISABILITY INSURANCE

3 INCREASE IN OLD-AGE, SURVIVORS, AND DISABILITY

4 INSURANCE BENEFITS

5 SEC. 101. (a) Section 215 (a) of the Social Security

6 Act is amended by striking out the table and inserting in lieu

7 thereof the following:

"FABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS

"I

(Primary insurance benefit under
1939 Act, as modified)

II

(Primary
Insurance
amount
under

1969 Act)

III

(Average monthly wage)

W

(Primary
Insurance
amount)

V

(Maximum
family

benefits)

If an individual's primary insurance
benefit (as determined under subsec.
(U)) Is— Or his

primary
insurance

amount (as
determined

under
Subsec. (C))

Is—

Or his average monthly
wage (as determined
under subsec. (b)) 1— The amount

referred to
In the

preceding
paragraphs

of this
subsection

ahalJ be—

And the
maximum
amount of
benefits

payable (as
provided in
o. 203(a))
on tbe basis
of his wagas

and self-
employment

Income
shall be—

At
least—

But
not

more
than—

At
least—

But
not

more
than—

$16. 20 $64. 00 $78 $87. 20 $100.80
$16. 21 16. 84 65. 00 $77 78 68.30 102. 60

16.85 17. 60 66.40 79 80 89.80 104.70
17. 61 18. 40 67.70 81 81 71. 10 106.70
18.41 19.24 68.90 82 83 72.40 106.60
19.25 20.00 70.30 84 85 73.90 110.90
20.01 20.64 71.60 86 87 76.20 112.80
20.65 21.28 72.80 88 89 76.50 114.80
21.29 21.88 74.20 90 90 78.00 117.00
21.89 22. 28 75.50 91 92 79. 30 119.00
22.29 22. 68 76.80 93 94 80. 70 121. 10
22.69 23.08 78.00 95 96 81.90 122.90
23.09 23. 44 79.40 97 97 83.40 126.10
28.46 23. 76 80.80 98 99 84.90 127.40
23.77 24.20 82.30 100 101 86.50 129.80
28. 21 24.60 83.50 102 102 87.70 181.60
24.61 25.00 84.90 103 104 89.20 183.80
25.01 25.48 86.40 105 106 90.80 136.20
25.49 25. 92 87.93 107 107 92.20 138.30
26.93 26. 40 89. 20 108 109 93.70 140.60
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"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS—Continued

"I II III IV

(Primary insurance benefit under
(Primary
Insurance (Prhnary

1939 Act, as modified) amount
under

1969 Act)

(Average monthly wage) Insurance
amount)

V

If an individual's primary Insurance
benefit (as determined under subsec.
(d)) is— Or his

Or his average monthly
wage (as determined
under subsec. (b)) is— The amount

primary
insurance

referred to
In the

But

amount (as
determined

under But

preceding
paragraphs

of this
At

least—
not

more
than—

subsec. (c))
is—

At
least—

not
more

than—

subsection
shall be—

(Maximum
family

benefits)

And the
maximum
amount of

benefits
payable (as
provided In
Sec. 203(a))
on the basis
of his wages

and self-
employment

income
shall be—

$26. 41
26.95
27.47
28. 01
28. 89
29. 26
29. 69
30. 37
30. 93
31. 37
32.01
32. 61
33.21
33.89
34. 51
35. 01
35.81
36.41
37.09
37. 61
38. 21
39. 13
39. 69
40. 34
41. 13
41. 77
42.45
43. 21
43. 77
44.45
44.89

$26. 94
27. 46
28.00
28.68
29.25
29.68
30. 36
30. 92
31. 36
32. 00
32. 60
33. 20
33.88
36.50
35. 00
35. 80
36.40
37.08
37. 60
38. 20
39. 12
39. 68
40.33
41. 12
41. 76
42.44
43. 20
43. 76
44.44
44.88
45.60

$142. 80
144. 80
147. 00
149.30
151. 70
153.60
165. 70
158.10
160.20
162.30
164. 70
166. 70
168. 90
171. 20
173. 30
175.50
177.60
180.00
182. 10
184. 20
186.60
188. 70
100.70
193. 10
196. 20
197.40
199. 70
202. 10
204.00
206. 10
208.50
210. 60
212.60
215.00
217. 60
221.60
224.80
228.80
232.80
236.00
240.00
244.00
247.20
251.20
255. 20
258.40
262.40
266. 40
269. 60
273. 60
277. 80
280.80
284.80
288.80
292.00
296.00
300.00
303.20
307. 20
311. 20
314.40
318.40
322.40
325.60
329.60
333.60
336.80
340.80
344.80
348.80
850.40
352.40
358.40
356.00
868.00
360.00
361.60
388.60
8OQ

$90. 60
91.90
93. 30
94. 70
96. 20
97. 60
98.80

100. 30
101. 70
103.00
104. 50
105. 80
107. 20
108. 60
110.00
111. 40
112. 70
114. 20
115. 60
116. 90
118. 40
119. 80
121.00
122.50
123. 90
125. 30
126. 70
128. 20
129. 50
130. 80
132.30
133. 70
134.90
136. 40
137.80
139.20
140. 60
142. 00
143. 50
144.70
146.20
147.60
148.90
150.40
161. 70
153.00
154. 50
155.90
157. 40
158.60
160.00
181. 60
182.80
164.30
165.60
166.90
168.40
169.80
171.30
172.50
173.90
176.40
176. 70
178.29
179.40
180.70
182.00
183.40
188.80
185.90
187.30
188.50
189.80
191.20
192.40
193.70
195.00
196.40
197.60

$110
114
119
123
128
133
137
142
147
151
156
101
165
170
175
179
184
189
194
198
203
208
212
217
222
226
231
236
240
245
250
254
259
264
268
273
278
282
287
292
296
301
306
810
315
320
324
329
334
338
343
348
352
367
362
368
371
378
380
385
390
394
399
404
408
413
418
422
427
432
437
441
446
451
455
460
465
469
474

$113
118
122
127
132
136
141
146
150
155
160
164
169
174
178
183
188
193
197
202
207
211
216
221
225
230
235
239
244
249
263
258
263
267
272
277
281
286
291
295
300
305
309
314
319
323
328
333
337
342
347
351
356
381
365
370
375
379
384
389
393
398
403
407
412
417
421
426
431
436
440
445
450
454
459
464
488
478
478

$95. 20
96.50
9800
99. 50

101. 10
102.40
103.80
105. 40
106.80
108.20
109.80
111.10
112.60
114. 10
115. 50
117. 00
118. 40
120.00
121. 40
122. 80
124.40
125.80
127. 10
128.70
130. 10
131. 60
133. 10
134. 70
136.00
137. 40
139.00
140. 40
141. 70
143. 30
144. 70
146.20
147. 70
149. 10
150. 70
152. 00
153.60
155. 00
156. 40
158. 00
159.30
160. 70
162.30
163.70
16580
168. 60
16800
169.60
171.00
172.60
173.90
175.30
178.90
178.30
179.90
181. 20
182. 60
184.20
185.60
187. 20
188.40
189.80
191. 10
192.60
193.90
195.20
196.70
198.00
199.30
200.80
202. 10
206.40
204.80
206.80
207.50
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"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AN1
MAXIMUM FAMILY BENEFITS—Continued

"I

(Primary Insurance benefit under
1939 Act, as modified)

II

(Primary
Insurance
amount
under

1969 Act)

Ill

(Average monthly wage)

IV

(Primary
insurance
amount)

V

(Maximum
family

benefits)

If an individual's primary insurance
benefit (as determined under subsec.
(d)) Is— Or his

primary
Insurance

amount (as
determined

under
subsec. (c))

is—

Or his average monthly
wage (as determined
under subsec. (b)) is—

But
At not

least— more
than—

The amount
referred to

in the
preceding

paragraphs
of this

Subsection
shall be—

And the
maximum
amount of
benefits

payable (as
provided in
sec. 203(a))
on the basis
of his wages

and sell.
employment

income
shall be—

At
least—

But
not

more
than—

$198.90 $479 $482 $208. 90 $367. 20
200.30 483 487 210. 40 369.20
20L 50 488 492 211.60 371. 20
202.80 493 496 213.00 372.80
204.20 497 501 214. 50 374.80
205.40 502 506 215.70 376.80
206. 70 807 510 217. 10 378.40
208. 00 511 515 218.40 380,40
209. 30 516 520 219.80 382.40
210.60 521 524 221.20 384.90
211.90 525 529 222.50 386.00
213.30 530 534 224.00 388.00
214. 50 535 538 225.30 389. 60
215.80 539 543 226.60 391.60
217. 20 544 548 228, 10 393. 60
218.40 649 553 229.40 395.60
219.70 554 556 230. 70 398.80
220.80 557 560 231.90 398.40
222. 00 561 563 233. 10 399. 60
223. 10 564 567 234. 30 401. 20
224.30 568 570 235. 60 402, 40
225. 40 571 574 236. 70 404.00
226. 60 575 577 238. 00 405. 20
227. 70 578 581 239. 10 406.80
228. 90 582 584 240. 40 408.00
230.00 585 588 241.50 409.60
231. 20 589 591 242. 80 410.80
232. 30 592 595 244.00 412.40
233. 50 596 598 245. 20 413. 60
234. 60 599 602 246. 40 415. 20
235.80 603 605 247. 60 416. 40
236. 90 606 609 248. 80 418.00
238. 10 610 612 250. 10 419. 20
239. 20 813 616 251. 20 420.80
240. 40 617 620 252. 50 422. 40
241. 50 621 623 253.60 423. 60
242. 70 624 627 254.90 425. 20
243.80 628 630 256. 00 426. 40
245. 00 631 634 257. 30 428.00
246. 10 635 637 258. 50 429. 20
247.30 638 641 259. 70 430.80
248.40 642 644 260.90 432.00
249.60 641 648 262. 10 433.60
250. 70 649 650 263. 30 434.40

851 655 264. 00 438.40
656 660 265. 00 438.40
661 665 266.00 440,40
666 670 287.00 442.40
671 875 268.00 444.40
676 680 269.00 446. 40
681 685 270.00 448.40
688 690 271.00 450.40
691 691 272,00 452.40
698 700 273.00 454.40
701 705 274.00 456.40
706 710 275.00 458.40
711 715 276.00 460.40
716 720 277.00 462.40
721 725 278. 00 464.40
726 730 279.00 466.40
731 735 280.00 468.40
738 740 281.00 470.40
741 745 282.00 472,40
746 750 283.00 474.40".
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1 (b) Section 203 (a) of such Act is amended by striking

2 ouJt paragraph (2) and inserting in lieu thereof the following:

3 "(2) when two or more persons were entitled

4 (without the application of section 202 (j) (1) and

5 section 223 (b)) to monthly benefits under section 202

6 or 223 for January 1971 on the basis of the wages and

7 self-employment income of such insured individual and

8 at least one such person was so entitled for December

9 1970 on the basis of such wages and self-employment

10 income, such total of benefits for January 1971 or any

11 subsequent month shall not be reduced to less than the

12 larger of—

13 "(A) the amount determined under this sub-

14 section without regard to this paragraph, or

15 "(B) an amount equal to the sum of the

16 amounts derived by multiplying the benefit amount

17 determined under this title (including this sub-

18 section, but without the application of section 222

19 (b), section 202 (q), and subsections (b), (c),

20 and (d) of this section), as in effect prior to the

21 enactment of the Social Security Amendments of

22 1970, for each such person for such monuth, by 105
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1 percent and raising each such increased amount, if

2 it is not a multiple of $0.10, to the next higher

3 multiple of $0.10;

4 but in any such case (i) paragraph (1) of this subsec-

5 tion shall not be applied to such total of benefits after the

6 application of subparagraph (B), and (ii) if section

7 202 (k) (2) (A) was applicable in the case of any such

8 benefits for January 1971, and ceases to apply after

9 such month, the provisions of subparagraph (B) shall

10 be applied, for and after the month in which section

11 202 (k) (2) (A) ceases to apply, as though paragraph

12 (1) had not been applicable to such total of benefits for

13 January 1971, or".

14 (c) Section 215 (b) (4) of such Act is amended by

15 striking out "December 1969" each time it appears and

16 inserting in lieu thereof "December 1970".

17 (d) Section 215 (c) of such Act is amended to read as

18 follows:

19 "Primary Insurance Amount TJnder 1969 Act

20 "(o) (1) For the purposes of column II of the table

21 appearing in subsection (a) of this section, an individual's

22 primary insurance amount shall be computed .on the basis of

23 the law in effect prior to the enactment of the Social Security

24 Am1endments of 1.970.

25 "(2) The provisions of this subsection shall be applicable

26 only in the case of an individtial who became entitled to bene-
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1 fits under section 202 (a) or section 23 before January

2 1971, or who died before such month."

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

4 with respect to monthly benefits under title Ii of the Social

5 Security Act for months after December 1970 and with re-

6 speot to lump-sum death payments under such title in the

7 case of deaths occurring after December 1970.

8 (f) If an individual was entitled to a disability insur-

9 ance benefit under section 223 of the Social Security Act

10 for December 1970 and became entitled to old-age insurance

11 benefits under section 202 (a) of such Act for January 1971,

12 or he died in such month, then, for purposes of section 215

13 (a) (4) of the Social Security Act (if applicable), the

14 amount in column IV of the table appearing in such section

15 215 (a) for such individual shall be the amount in such col-

16 unin on the line on which in coiunm II appears his primary

17 insurance amount (as determined under section 215 (c) of

18 such Act) instead of the amount in column IV equal to the

19 primary insurance amount on which his disability insurance

20 benefit is based.

21 INCREE IN BENEFITS FOR OERTAIN INDIVIDUALS

22 AGE 72 AND OVER

23 Sio. 102. (a) (1) Section 227 (a) of the Social Secu-

24 rity Act is amended by striking out "$46" and inserting in

25 lieu thereof "$4&30", and by striking out "$23" and in-

26 serting in lieu thereof "$24.20".
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1 (2) Section 227 (b) of such Act is amended by striking

2 out "$46" and inserting in lieu thereof "$48.30".

3 (b) (1) Section 228 (b) (1) •of such Act is amended by

4 striking out "$46" and inserting in lieu thereof "$48.30".

5 (2) Section 228(b) (2) of such Act is amended by

6 striking out "$46" and inserting in lieu thereof "$48.30",

7 and by striking out "$23" and inserting in lieu thereof

8 "$24.20".

9 (3) Section 228 (c) (2) of such Act is amended by

10 striking out "$23" and inserting in lieu thereof "$24.20".

11 (4) Section 228 (c) (3) (A) of such Act is amended

12 by striking out "$46" and inserting in lieu thereof "$48.30".

13 (5) Section 228 (c) (3) (B) of such Act is amended

14 by striking out "$23" and inserting in lieu thereof "$24.20".

15 (c) The amendments made by subsections (a) and (b)

16 shall apply with respect to monthly benefits under title II

17 of the Social Security Act for months after December 1970.

18 AUTOMATIC ADJUSTMENT OF BENEFITS

19 SEc. 103. (a) Section 215 of the Social Security Act

20 is amended by adding at the end thereof the following new

21 subsection:

22 "Cost-of-Living Increases in Benefits

23 "(i) (1) For purposes of this subsection—

24 "(A) the term 'base quarter' means the period of
2o consecutive calendar months ending on September 30,
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1 1971, and the period of 3 consecutive calendar months

2 ending on September 30 of each year thereafter.

3 "(B) the term 'cost-of-living computation quarter'

4 means any base quarter in which the monthly average

5 of the Consumer Price Index prepared by the Depart-

6 ment of Labor exceeds, by not less than 3 per centum,

7 the monthly average of such Index in the later of (i)

8 the 3 calendar-month period ending on September 30,

9 1971, or (ii) the base quarter which was most recently

10 a cost-of-living computation quarter.

11 "(2) (A) If the Secretary determines that a base quar-

12 ter in a calendar year is also a cost-of-living computation

13 quarter, he shall, effective for January of the next calendar

14 year, increase the 'benefit amount of each individual who for

15 'such month is entitled to benefits under section 227 or 228,

16 and the primary insurance amount of each other individual

17 as specified in subparagraph (B) of this paragraph, by an

18 amount derived by multiplying such amount (including each

19 such individual's primary insurance amount or benefit

20 amount under section 227 or 228 as previously increased

21 under this subparagraph) by the same percentage (rounded

22 to the next higher one-tenth of 1 percent if such percentage

23 is an odd multiple of .05 of 1 percent and to the nearest one-

24 tenth of 1 percent in any other case) as the percentage by
25 which the monthly average of the Consumer Price Index
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1 for such cost-oUiving computation quarter exceeds the

2 monthly average of such Index for the base quarter deter-

3 mined after the application of clauses (i) and (ii) of para-

4 graph (1) (B).

5 "(B) The increase provided by subparagraph (A) with

6 respect to a particular cost-of-living computation quarter

shall apply in the case of monthly benefits under this title

8 for months after December of the calendar year in which

occurred such cost-of-living computation quarter, based on

10 the wages and self-employment income of an individual who

became entitled to monthly benefits under section 202, 223,

12 227, or 228 (without regard to section 202 (j) (1) or section

13 223 (b) ), or who died, in or before December of such cal-

14 endar year.

"(C) If the Secretary determines that a base quarter
16

in a calendar year is also a cost-of-living computation quarter,

17 he shall publish in the Federal Register on or before Decem-
18 ber 1 of such calendar year a determination that a benefit
19 increase is resultantly required and the percentage thereof.
20

He shall also publish in the Federal Register at that time
21

(along with the increased benefit amounts which shall be
22 . .

deemed to be the amounts appearing in sections 227 and
23

228) a revision of the table of benefits contained in subsec-
24

tion (a) of this section (as it may have been revised previ-
25

ously pursuant to this paragraph); and such revised table
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1 shall be deemed to be the table appearing in such subsection

2 (a). Such revision shall be determined as follo*s:

3 "(i) The headings of the table shall be the same as

4 the headings in the table immediately prior to its revi-

5 sion, except that the parenthetical phrase at the begin-

6 ning of column II shall show the effective date of the

7 primary insurance amounts set forth in column IV of

8 the table immediately prior to its revision.

9 "(ii) The amounts on each line of column I, and

10 the amounts on each line of column III except as other-

11 wise provided by clause (v) of this subparagraph, shall

12 be the same as the amounts appearing in such column

13 in the table immediately prior to its revision.

14 "(iii) The amount on eaoh line of column II shall

15 be changed to the amount shown on the corresponding

16 line of column IV of the table immediately prior to its

17 revision.

18 "(iv) The amount of each line of column IV shall

19 be increased from the amount shown in the table im-

20 mediately prior to its revision by increasing such amount

21 by the percentage specified in subparagraph (A) of

22 paragraph (2), raising each such increased amount, if

23 not a multiple of $0.10, to the next higher multiple of

24

25 "(v) If the contribution and benefit base (as
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1 defined in section 230 (b)) for the calendar year in

2 which the table 'of benefits is revised is lower than such

3 base for the following calendar year, columns III, IV,

4 and V shall be extended. The amount in the first addi-

5 tional line in column IV shall be the amount in the last

6 line of such column as determined under clause (iv),

7 plus $1.00, rounding such increased amount (if not a

8 multiple of $1.00) to the next higher multiple of $1.00

9 where such increased amount is an odd multiple of $0.50

10 and to the nearest multiple of $1.00 in any other case.

11 The amount on each succeeding line of column IV shall

12 be the amount on the preceding line increased by $1.00,

13 until the amount on the last line of such column is equal

14 to the larger of (I) one.4hirtysixth of the cortribution

15 and benefit base for the calendar year following the

16 calendar year in which the table of benefits is revised

17 or (II) the last line of such column as determined under

18 clause (iv) plus 20 percent of one-twelfth of the excess

19 of the contribution 'and benefit base for the calendar year

20 following the calendar year in which the table of benefits

21 is revised over such base for the calendar year in which

22 the table of benefits is revised, rounding such amount (if

23 not a multiple of $1.00) to the next higher multiple of

24 $1.00 where such amount is an odd multiple of $0.50

25 and to the nearest multiple of $1.00 in any 'other case.
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1 The amount in each 'additional line of oolunm III shall

2 be determined so that the second figure in the last line 'of

3 column III is one-twellth 'of the contribution and benefits

4 base for the calendar year following the 'calendar year

5 in which the taibie of benefits is revised, 'and the remain-

6 ing figures in column III shall be determined in con-

7 'sistnt mathematical intervals from column IV. The

8 second figure in the last line of column III before the

9 extension of. the column shall be 'increased 'to a figure

10 mathematically consistent with 'the figures determined in

11 'accordance with the preceding sentence. The 'amount on

12 each line of column V shall be increased, to the extent

13 necessary, so that each suh 'amount is equal to 40 per-

14 cent of the sec'ond figure in the same line of 'column III,

15 pius 40 percent of the smaller of (I) such second figure

16 or (II) 'the larger of $450 or 50 per centum of the larg-

17 est figure in colunm III.

18 "(vi) The amount on each line of column V shall

19 be increased, if necessary, so that such amount is at
20 least equal to one and one-half times the amount shown

21 on the corresponding line in column IV. Any such in-

22 creased amount that is not a multiple of $0.10 shall be
23 increased to the next higher multiple of $0.10."

24 (b) Section 203 (a.) of such Act (as amended by see-

25 tion 101 (b) of this Act) is amended—
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1 (1) by striking out the period at the end of para-

2 graph (3) and inserting in lieu thereof ", or', and in-

3 serting after paragraph (3) the following new para-

4 graph:

5 "(4) when two or more persons are entitled (with-

6 out the application of section 202 (j) (1) and section

7 223 (b)) to monthly benefits under section 202 or 223

8 for December of the calendar year in which occurs a

9 cost-of-living computation quarter (as defined in see-

10 tion 215 (i) (1)) on the basis of the wages and self-

11 employment income of such insured individual, such total

12 of benefits for the month immediately following shall be

13 reduced to not less than the amount equal to the sum

14 of the amounts derived by increasing the benefit amount

15 determined under this title (including this subsection,

16 but without the application of section 222 (b), section

17 202 (q), and subsections (b), (c), and (d) of this

18 section) as in effect for such December for each such

19 person by the same percentage as the percentage by

20 which such individual's primary insurance amount (in-

21 eluding such amount as previously increased) is in-

22 creased under section 215 (i) (2) for such month im-

23 mediately following, and raising each such increased

24 amount (if not a multiple of $0.10) to the next higher

25 multiple of $0.10."; and
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1 (2) by striking out "the table in section 215 (a)"

2 in the matter preceding paragraph (1) and inserting in

3 lieu thereof "the table in (or deemed to be in) section

4 215(a)".

5 (c) (1) Section 215 (a) of such Act is amended by strik-

6 ing out the matter which precedes the table and inserting in

7 lieu thereof the following:

8 "(a) The primary insurance amount of an insured in-

9 dividual shall be the amount in column IV of the following

10 table, or, if larger, the amount in column IV of the latest

11 table deemed to be such table under subsection (i) (2) (C)

12 or section 230 (c), determined as follows:

13 "(1) Subject to the conditions specified in sub-

14 sections (b), (c), and (d) of this section and except

15 as provided in paragraph (2) of this subsection, such

16 primary insurance amount shall be whichever of the

17 following amounts is the largest:

18 "(i) The amount in column IV on the line on

19 which in column III of such table appears his aver-

20 age monthly wage (as determined under subsection

21 (b));
22 "(ii) The amount in column IV on the line on

23 which in column II of such table appears his pri-

24 mary insurance amount (as determined under sub-

25 section (c)) ; or

H.R. 17550 2
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1 "(iii) The amount in column IV on the line

2 on which in column I of such table appears his pri-

3 mary insurance benefit (as determined under sub-

4 section (d) ).

5 "(2) In the case of an individual who was entitled

6 to a disability insurance benefit for the month before

7 the month in which he died, became entitled to old-

8 age insurance benefits, or attained age 65, such pri-

9 mary insurance amount shall be the amount in column

10 IV which is equal to the primary insurance amount

11 upon which such disability insurance benefit is based,

12 except that, if such individual was entitled to a dis-

13 ability insurance benefit under section 223 for the month

14 before the effective month of a new table (other than

15 a table provided by section 230) and in the follow-

16 ing month became entitled to an old-age insurance bene-

17 fit, or he died in such following month, then his pri-

18 mary insurance amount for such following month shall

19 be the amount in column IV of the new table on the

20 line on which in column II of such table appears his

21 primary insurance amount for the month before the

22 effective month of the table (as determined under sub-

23 section (c)) instead of the amount in column IV equa]

24 to the primary insurance amount on which his dis-

25 ability inurance benefit is based."
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1 (2) Effective January 1, 1973, section 215 (b) (4) of

2 such Act (as amended by section 101 (c) of this Act) is

3 amended to read as follows:

4 "(4) The provisions of this subsection shall be appli-

5 cable only in the case of an individual—

6 "(A) who becomes entitled in or after the effec-

7 tive month of a new table that appears in (or is deemed

8 by subsection (i) (2) (C) or section 230 (c) to appear

9 in) subsection (a) to benefits under section 202 (a) or

10 section 223; or

11 "(B) who dies in or after such effective month

12 without being entitled to benefits under section 202 (a)

13 or section 223; or

14 "(C) whose primary insurance amount is required

15 to be recomputed under subsection (f) (2) .".

16 (3) Effective January 1, 1973, section 215 (c) of

17 such Act (a.s amended by section 101 (d) of this Act) is

18 amended to read as follows:

19 "Primary Insurance Amount Tinder Prior Provisions

20 "(c) (1) For the purposes of column II of the table

21 that appears in (or is deemed to appear in) subsection (a)

22 of this section, an individual's primary insurance amount

23 shall be computed on the basis of the law in effect prior to

24 the effective month of the latest such table.
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"(2) The provisions of this subsection shall be appli-

cable only in the case of an individual who became entitled

to benefits under section 202 (a) or section 223, or who died,

before 'such effective month."

(d) Sections 227 and 228 of such Act (as amended

by section 102 of this Act) are amended by striking out

"$48.30" wherever it appears and inserting in lieu thereof

"the larger of $48.30 or the amount most recently estab-

lished in lieu thereof under section 215 (i) ", and by strik-

ing out "$24.20" wherever it appears and inserting in lieu

thereof "the larger of $24.20 or the amount most recently

established in lieu thereof under section 215 (i)"

INCREASED WIDOW'S AND WIDOWER'S INSURANCE

BENEFITS

SEc. 104. (a) Section 202 (e) of the Social Security

Act is amended—

(1) by striking out "82* percent of" wherever it

appears in paragraphs (1) and (2) ; and

(2) by striking out "age 62" in subparagraphs

(0) (i) and (0) (ii) of paragraph (1), and in the

matter following subparagraph (G) in paragraph ('1),

and inserting in lieu thereof in each instance "age 65".

(b) Section 202 (f) of such Act is amended—

(1) by striking out "82* percent of" wherever it

appears in paragraphs (1) and (3);
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1 (2) by inserting ", after attainment of age 65,"

2 after "was entitled" in paragraph (1) (0) ; and

3 (3) by striking out "age 62" in the matter following

4 subparagraph (G) in paragraph (1) and inserting in

5 lieu thereof "age 65".

6 (c) (1) The last sentence of section 203 (c) of such Act

7 is amended 'by striking out all that follows the semicolon and

8 inserting in lieu thereof the following: "nor shall any de-

9 duction be made under this subsection from any widow's

10 insurance benefit for any month in which the widow or sur-

11 viving divorced wife is entitled and has not attained age 65

12 (but only if she became so entitled prior to attaining age

13 60), or from any widower's insurance benefit for any month

14 in which the widower is entitled and has not attained age 65

15 (but only if he became so entitled prior to attaining age

16 62)."

17 (2) Clause (D) of section 203 (f) (1) of such Act is

18 amended to read as follows: "(D) for which such individual

19 is entitled to widow's insurance benefits and has not attained

20 age 65 (but only if she became so entitled prior to attaining

21 age 60), or widower's insurance 'benefits and has not attained

22 age 65 (but only if he became so entitled prior to attain-

23 ing age 62), or".

24 (d) (1) Section 202 (q) (1) of such Act is amended to

25 read as follows:



1 "(1) If •the first month for which an individual is

2 entitled to an old-age, wife's, husband's, widow's, or

3 widower's insurance benefit is a month before the month in

4 which such individual aittains retirement age, the amount of

5 such benefit for such month and for any subsequent month

6 shall, subject to the succeeding paragraphs of this subsection,

7 bereducedby—

8 "(A) % of 1 percent f such amount if such benefit

9 is an old-age insurance benefit, 2%
6 of 1 percent of such

10 amount if such benefit is a wife's or husband's insurance

11 benefit, or /12o of 1 percent of such amount if such

12 benefit is a widow's or widower's insurance benefit,

13 multiplied by—

14 "(B) (i) the number of the months in the reduction

15 period for such benefit (determined under paragraph

16 (6) (A) ), if such benefit is for a month before the

17 month in which such individual attains retirement age, or

18 "(ii) if less the number of such months in the

19 adjusted reduction period for such benefit (determined

20 under paragraph (7)), if such benefit is (I) for the

21 month in which such individual attains age 62, or

22 (II) for the month in which such individual attains

23 retirement age;

24 and in the case of a widow or widower whose first month of

25 entitlement to a widow's or widower's insurance benefit is a
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1 month before the month in which such widow or widower at-

2 tains age 60, such benefit, reduced pursuant to the preced-

3 ing provisions of this paragraph (and before the application

4 of the second sentence of paragraph (8)), shall be further

5 reduced by—

6 "(C) %4o of 1 percent of the amount of such

7 benefit, multiplied by—

8 "(D) (i) the number of months in the additional

9 reduction period for such benefit (determined under

10 paragraph (6) (B) ) , if such benefit is for a.month before

11 the month in which such individual attains age 62, or

12 "(ii) if less, the number of months in the additional

13 adjusted reduction period for such benefit (determined

14 under paragraph (7)), if such benefit is for the month

15 in which such individual attains age 62."

16 (2) Section 202 (q) (7) of such Act is amended—

17 (A) by striking out everything that precedes sub-

18 paragraph (A) and inserting in lieu thereof the fol-

19 lowing:

20 "(7) For purposes of this subsection the 'adjusted re-

21 duction period' for an individual's old-age, wife's, husband's,

22 widow's, or widower's insurance benefit is the reduction

23 period prescribed in paragraph (6) (A) for such benefit,

24 and the 'additional adjusted reduction period' for an iridi-

25 vidual's widow's, or widower's insurance benefit is the
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1 additional reduction period prescribed by paragraph (6)

2 (B) for such benefit, excluding from each such period—";

3 and

4 (B) by striking out "attained retirement age" in

5 subparagraph (E) and inserting in lieu thereof "attained

6 age 62, and also for any month before the month in

7 which he attained retirement age,".

8 (3) Section 202 (q) (9) of such Act is amended to

9 read as follows:

10 "(9) For purposes of this subsection, the term 'retire-

11 ment age' means age 65."

12 (e) Section 202 (m) of such Act is amended to read

13 as follows:

14 "Minimum Survivor's Benefit

15 "(m) (1) In any case in which an individual is entitled

16 to a monthly benefit under this section (other than under

17 subsection (a)) for any month and no other person is (with-

18 out the application of subsection (j) (1) and section 223 (b))

19 entitled to. a monthly benefit under this. section or see-

20 tion 223 for such month on the basis of the same wages

21 and self-employment income, such individual's benefit amount

22 for such month, prior to reduction under subsections (k) (3)

23 and (q) (1), shall be not less than the first amount appearing

24 in colunm IV of the table in section 215 (a).

25 "(2) In the case of such an individual who is entitled
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1 to a monthly benefit under subsection (e) or (1) and whose

2 benefit is subject to reduction under subsection (q) (1),

3 such benefit amount, after reduction under subsection q)

4 (1), shall not be less than the amount it would be under

5 paragraph (1) after such reduction if such individual had

6 attained (or would attain) retirement age (as defined in sub-

7 section (q) (9)) in the month in which he attained (or

8 would attain) age 62.

9 "(3) In the case of an individual to whom paragraph

10 (2) applies but whose first month of entitlement to benefits

11 under subsection (e) or (1) was before the month in which

12 he at'tained age 60, such paragraph (2) shall be applied, for

13 purposes of determining the number of months to be used in

14 computing the reduction under subparagraphs (A) and (B)

15 of subsection (q) (1) (but not for purposes of determining

16 the number of months to be used in computing the reduction

17 under subparagraphs (0) and (D) of such subsection), as

18 though such first month of entitlement had been the month in

19 which he attained such age."

20 (f) In the case of an individual who is entitled (with-

21 out the application of section 202 (j) (1) and 223 (b) of 'the

22 Social Security A'ct) to wido'w's or widower's insurance

23 benefits for the month of December 1970, the 'Secretary shall

24 redetermine the amount of such benefits under title II of

25 such Act as if the amendments made 'by this sectIon had
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1 been in effect for the first month of such individual's entitle-

2 ment to such benefits.

3 (g) Where—

4 (1) two or more persons are entitled (without.

5 the application of section 202 (j) (1) of the Social Se-

6 curity Act) to monthly benefits under section 202 of

7 such Act for December 1970 on the basis of the wages

8 and self-employment income of a deceased individual,

9 and one or more of such persons is so entitled under

10 subsection (e) or (f) of such section 202, and

11 (2) one or more of such persons is entitled on the

12 basis of such wages and self-employment income to in-

13 creased monthly benefits under subsection (e) or (f)

14 of such section 202 (as amended by this section) for

15 January 1971, and

16 (3) the total of benefits to which all persons are

17 entitled under section 202 of such Act on the basis of

18 such wages and self-employment income for January

19 1971 is reduced by reason of section 203 (a) of such

20 Act, as amended by this Act (or would, but for the

21 penultimate sentence of such section 203 (a), be so

22 reduced),

23 then the amount of the benefit to which each such person

24 referred to in paragraph (1), other than a person entitled

25 under subsection (e) or (f) of such section 202, is entitled
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1 for months after December 1970 shall be adjusted. after the

2 application of such section 203 (a), to an amount no less

3 than the amount it would have been if the person or persons

4 referred to in paragraph (2) had not become entitled to an

5 increased benefit referred to in such paragraph.

6 (h) The amendments made by this section shall apply

7 with respect to monthly benefits under title II of the Social

8 Security Act for months after December 1970.

AOE-62 COMPUTATION POINT FOR MEN

10 SEC. 105. (a) Section 214 (a) (1) of the Social Security

Act is amended by striking out "before—" and all that

12 follows down through "except" a.nd inserting in lieu thereof

13 "before the year in which he died or (if earlier) the year

14. in which he attained age 62, except".

15 (b) Section 215(b) (3) of such Act is amended by

16 striking out "before—" and all that follows down through

17 "For" and inserting in lieu thereof "before the year in

18 which he died or, if it occurred earlier but after 1960, the

19 year in which he attained age 62. For".

20 (c) In the case of an individual who is entitled to

21 monthly benefits under section 202 or 223 of the Social

22 Security Act for a month after December 1970, on the basis

23 of the wages and self-employment income of an insured mdi-

24 vidual who prior to January 1971 became entitled to benefits

25 nuder section 202 (a), or who prior to January 1971 became
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I entitled to benefits under section 223 after the year in which

2 he attained age 62, or who died prior to January 1971 in

3 a year after the year in which he attained age 62, the Sec-

4 retary shall, notwithstanding paragraphs (1) and (2) of

5 section 215 (f) of such Act, recompute the primary insur-

6 ance amount of such insured individual. Such recomputation

7 shall be made under whichever of the following alternative

8 computation methods yields the higher primary insurance

9 amount:

10 (1) the computation methods in section 215 (b)

11 and (d) of such Act, as amended by this Act, as such

12 methods would apply in the case of an insured individual

13 who attained age 62 in 1971, except that the provisions

14 of section 215 (d) (3) of such Act shall not apply; or

15 (2) the computation methods specified in paragraph

16 (1) without regard to the limitation "but after 1960"

17 contained in section 215 (b) (3) of such Act, except thai

18 for any such recomputation, when the number of an

19 individual's benefit computation years is less than 5,

20 his average monthly wage shall, if it is in excess of
21 $400, be reduced to such amount.

22 (d) Section 223 (a) (2) of such Act is amended—
23 (1) by striking out "(if a woman) or age 65 (if

24 a man) ",

25 (2) by striking out "in the case of a woman" and
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1. inserting in lieu thereof "in the case of an individual",

2 and

3 (3) by striking out "she" and inserting in lieu

4 thereof "he".

5 (e) Section 223 (c) (1) (A) of such Act is amended

6 by striking out "(if a woman) or age 65 (if a man) ".

7 (f) Setion 227 (a) of such Act is amended by striking

8 out "so much of paragraph (1) of section 214 (a) as follows

9 clause (C)" and inserting in lieu thereof "paragraph (1) of

10 setion 214 (a) ".

11 (g) Section 227 (b) of such Act is amended by striking

12 out "so much of paragraph (1) thereof as follows clause

13 (C)" and inserting in lieu thereof "paragraph (1) thereof"

14 (h) Sections209(i),213(a) (2),and2lG(i) (3) (A),

15 of such Act are amended by striking out "(if a woman) or

16 age 65 (if a man) ".

17 (i) (1) Section 303(g) (1) of the Social Security

18 Amendments of 1960 is amended—

19 (A) by striking out "Amendments of 1965 and

20 1967" and inserting in lieu thereof "Amendments of

21 1965, 1967, 1969, and 1970";

22 (B) by striking out "Amendments of 1967"

23 wherever it appears and inserting in lieu thereof

24 "Amendments of 1970"; and

25 (C) by inserting "(subject to section 104 (i) (2)
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1 of the Social Security Amendments of 1970)" after

2 "except that" in the last sentence.

3 (2) For purposes of monthly benefits payable after

4 December 1970, or a lump-sum death payment in the case

5 of an insured individual who dies after December 1970,

6 "retirement age" as referred to in section 303(g) (1) of

7 the Social Security Amendments of 1960 shall mean age

8 62.

9 (j) Paragraph (9) of section 3121(a) of the Inerna1

10 Revenue Code, of 1954 (relating to definition of wages) is

11 amended to read as follows:

12 "(9) any payment (other than vacation or sick

13 pay) made to an employee after the month in which he

14 attains age 62, if such employee did not work for the

15 employer in the period' for which such payment is

16 made;".

17 (k) When two or more persons are entitled (without

18 the application of sections 202 (j) (1) and 223 (b) of the

19 Social Security Act) to monthly benefits under section 202

20 or 223 of such Act for December 1970, on the basis of the

21 wages and self-employment income of an insured individual,

22 and the total of benefits for such persons is reduced under

23 section 203 (a) of such Act (or would, but for the penulti-

24 mate sentence of such section 203 (a), be so reduced) for the

25 month of January j971 and such individual's primary insur-
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1 ance amount is increased for such month under the amend-

2 ments made by this section, then the total of benefits for such

3 persons for and after January 1971 shall not be reduced to

4 less than the sum of—

5 (1) the amount determined under section 203 (a)

6 (2) of 'such Act for January 1971, and

7 (2) an amount equal to the excess of (A) such

8 individual's primary insurance amount for January 1971,

9 as determined under section 215 of such Act (as

10 amended by section 101 of this Act) and in accord-

11 ance with' the amendments made by this section, over

12 (B) his primary insurance amount for January 1971

13 as determined under such section 215 without regard to

14 such amendments.

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

16 with respect to monthly benefits under title II of the

17 Social Security Act for months after December 1970 and

18 with respect to lump-sum death payments made under

19 such title in the case of deaths occurring after December

20 1970, except that in the case of an individual who was not

21 entitled to a monthly benefit under title II of such Act for

22 December 1970 such amendments shall apply only on the

23 basis of an application filed in or after the month in which

24 this Act is enacted.



32

1 ELECTION TO RECEIVE ACTUARIALLY REDUCED BENEFITS

2 IN ONE CATEGORY NOT TO BE APPLICABLE TO OERTMN

3 BENEFITS IN OTHER CATEGORIES

4 Sic. 106. (a) (1) Section 202(q) (3) (A) of the

5 Social Security Act is amended by striking out all that fol-

6 lows clause (ii) and inserting in lieu thereof the following:

7 "then (subject to the succeeding paragraphs of this sub-

8 section) such wife's, husband's, widow's, or widower's in-

9 surance benefit for each month shall be reduced as provided

10 in subparagraph (B), (0), or (D) of this paragraph, in

11 lieu of any reduction under paragraph (1), if the amount of

12 the reduction in such benefit under this paragraph is less than

13 the amount of the reduction in such benefit would be under

14 paragraph (1) ."

15 (2) Section 202 (q) (3) of such Act is further amended

16 by striking out subparagraphs (E), (F), and (G).

17 (b) Section 202 (r) of such Act is repealed.

18 (c) (1) (A) Subject to subpara.graph (B), subsection

19 (a) of this section and the amendments made thereby shall

20 apply with respect to benefits for months commencing with

21 the sixth month after the month iTi which this Act is enacted.

22 (B) Subsection (a) of this section and the amendments

23 made thereby shall apply in the case of an individual whose

24 entitlement to benefits under section 202 of the Social Secu-

25 rity Act began (without regard to sections 202 (j) (1) and
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1 223 (b) of such Act) before the sixth month after the month

2 in which this Act is enacted oniy if such individual ifies with

3 the Secretary of Health, Education, and Welfare, in such

4 manner and form as the Secretary shall by regulations pre-

5 scribe, a written request that such subsection and such

6 amendments apply. In the case of such an individual who

7 is described in paragraph (2) (A) (i) of this subsection, the

8 request for a redetermination under paragraph (2) shall con-

9 stitute the request required by this subparagraph, and sub-

10 section (a) of this section and the amendments made thereby

11 shall apply pursuant to such request with respect to such

12 individual's benefits as redetermined in accordance with

13 paragraph (2) (B) (i) (but only if he does not refuse to

14 accept such redetermination). In the case of any individual

15 with respect to whose benefits subsection (a) of this section

16 and the amendments made thereby may apply only pursuant

17 to a request made under this subparagraph, such subsection

18 and such amendments shall be effective (subject to para-

19 graph (2) (D)) with respect to benefits for months corn-

20 mencing with the sixth month after the month in which this

21 Act is enacted or, if the request required by this subpara-

22 graph is not filed before the end of such sixth month, with

23 the second month following the month in which the request is

24 filed.

H.R. 17550 3
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1 (C) Subsection (b) of this section shall apply with

2 respect to benefits payable pursuant to applications filed on

3 or after the date of the enactment of this Act.

4 (2) (A) In any case where an individual—

5 (i) is entitled, for the fifth month following the

6 month in which this Act i's enacted, to a monthly in-

7 surance benefit under section 202 of the Social Security

8 Act (I) which was reduced under subsection (q) (3) of

9 such section, and (II) the application for which was

10 deemed (or, except for the fact that an application had

11 been filed, would have been deemed) to have been filed

12 by such individual under subsection (r) (1) or (2) of

13 such section, and

14 (II) files a written request for a redetermination

15 under this subsection, on or after the date of 'the enact-

16 ment of this Act and in such manner and form as the

17 Secretary of Health, Education, and Welfare shall by

18 regulations prescribe,

19 the Secretary shall redetermine the amount of such benefit,

20 and the amount of the other benefit (reduced under subsec-

21 tion (q) (1) or (2) of such section) which was taken into

22 account in computing the reduction in such benefit under such

23 subsection (q) (3), in the manner provided in subparagraph

24 (B) of this paragraph.

25 (B) Upon receiving a written request for the redeter-
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1 mination under this paragraph of a benefit which was reduced

2 under subsection (q) (3) of section 202 of the Social Se-

3 curity Act and of the other benefit which was taken into ac-

4 count in computing such reduction, filed by an individual as

5 provided in subparagraph (A) of this paragraph, the See-

6 retary shall—

7 (i) determine the highest monthly benefit amount

8 which such individual could receive under the sub-

9 sections of such •section 202 which are involved (or

10 under section 223 of such Act and the subsection of

11 such section 202 which is involved) for the month.

12 with which the redetermination is to be effective under

13 subparagraph (D) of this subsection (without regard

14 to sections 202 (k), 203 (a), and 203 (b) through (1))

15 if—

16 (I) such individual's application for one of

17 such two benefits had been ified in the month in

18 which it was actually filed or was deemed under

19 subsection (r) of such section 202 to have been

20 filed, and his application for the other such benefit

21 had been filed in a later month, and

22 (II) the amendments made by this section

23 had been in effect a.t the time each such application

24 was filed; and

25 (ii) determine whether the amounts which were
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1 actually received by such individual in the form of such

2 two benefits during the period prior to the month with

3 which the redetermination under this paragraph is to

4 be effective were in excess of the amounts which would

5 have been received during such period if the applications

6 for such benefits had actually 'been filed at the times

7 fixed under clause (i) (I) of this subparagraph, and,

8 if so, the total amount by which benefits otherwise pay-

9 able to such individual under such section 202 (and

10 section 223) would have to be reduced in order to

11 compensate the Federal Old-Age and Survivors Insur-

12 ance Trust Fund (and the Federal Disability Insurance

13 Trust Fund) for such excess.

14 (C) The Secretary shall then notify such individual of

15 the amount of each such benefit as computed in accordance

16 with the amendments made by subsections (a) and (b)

17 of this section and as redetermined in accordance with

18 subparagraph (B) (i) of this paragraph, 3pecifying (i) the

19 amount (if any) of the excess determined under subpara-

20 graph (B) (ii) of this paragraph, and (ii) the period during

21 which payment of any increase in such individual's benefits

22 resulting from the application of the amendments made by

23 subsections (a) and (b) of this section would under desig-

24 nated circumstances have to be withheld in order to effect the

25 reduction described in subparagraph (B) (ii). Such mdi-
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1
vidual may at any time within thirty days after such notifica-

2 tion is mailed to him refuse (in such manner and form as the

Secretary shall by regulations prescribe) to accept the

4 redetermination under this paragraph.

(D) Unless the last sentence of subparagraph (C)

6 applies, a redetermination under this paragraph shall be

effective (but subject to the reduction described in subpara-

8 graph (B) (ii) over the period specified pursuant to clause

(ii) of the first sentence of subparagraph (C)) beginning

10 with the sixth month following the month in which this Act

ii. is enacted, or, if the request for such redetermination is not

12 filed before the end of such sixth month, with the second

13 month following the month in which the request for such

14 redetermination is filed.

15 (E) The Secretary, by withholding amounts from bene-

16 fits otherwise payable to an individual under title II of the

17 Social Security Act as specified in clause (ii) of the first sen-

18 tence of subparagraph (C) (and in no other manner), shall

19 recover the amounts necessary to compensate the Federal

20 Old-Age and Survivors Insurance Trust Fund ('and the Fed-

21 eral Disability Insurance Trust Fund) for the excess (de-

22 scribed in subparagraph (B) (ii)) attributable to benefits

23 which were paid such individual and to which a redetermina-

24 tion under this subsection applies.
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1 (d) Where—

2 (1) two or more persons are entitled on the basis of

3 the wages and self-employment income of an individual

4 (without the application of sections 202 (j) (1) and

5 223 (b) of the Social Security Act) to monthly benefits

6 under section 202 of such Act for the month preceding

7 the month with which (A) a redetermination under

8 subsection (c) of this section becomes effective with

9 respect to the benefits of any one of them and (B) such

10 benefits are accordingly increased by reason of the

11 amendments made by subsections (a) and (b) of this

12 section, and

13 (2) the total of benefits to which all persons are

14 entitled under such section 202 on the basis of such

15 wages and self-employment income for the month with

16 which such redetermination and increase becomes effec-

17 tive is reduced by reason of section 203 (a) of such Act

18 as amended by this Act (or would, but for the penulti-

19 mate sentence of such section 203 (a), be so reduced),

20 then the amount of the benefit to which each of the persons

21 referred to in paragraph (1), other than the person with

22 respect to whose benefits such redetermination and increase

23 is applicable, is entitled for months beginning with the month

24 with which such redetermination and increase becomes effec-

25 tive shall be adjusted, after the application of such section
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1 203 (a), to an amount no less than the amount it would have

2 been if such redetermination and increase had not become

3 effective.

4 LIBERALIZATION OF EARNINGS TEST

5 SEc. 107. (a) (1) Paragraphs (1) and (4) (B) of

6 section 203 (f) of the Social Security Act are each amended

7 by striking out "$140" and inserting in lieu thereof

8 "$166M6* or the exempt amount as determined under para-

9 graph (8)".

10 (2) Paragraph (1) (A) of section 203 (h) of such Act

11 is amended by striking out "$140" and inserting in lieu

12 thereof "$166.66-s- or the exempt amount as determined

13 under subsection (f) (8) ".

14 (3) Paragraph (3) of section 203 (f) of such Act is

15 amended to read as follows:

16 "(3) For purposes of paragraph (1) and sub-

17 section (h), an individual's excess earnings for a tax-

18 able year shall be 50 per centiim of his earnings for

19 such year in excess of the product of $1G6.66* or the

20 exempt amount as determined under paragraph (8)

21 multiplied by the number of months in such year. The

22 excess earnings as derived under the preceding sentence,

23 if not a mu'tiple of $1, shall be reduced to the next lower

24 multiple of $1."
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1 (b) Section 203 (f) of such Act is further amended by

2 adding at the end thereof the following new paragraph:

3 "(8) (A) On or before November 1 of 1972 and of

4 each even-numbered year thereafter, the Secretary shall

5 determine and publish in the Federal Register the

6 exempt amount as defiled in subparagraph (B) for each

7 month in any iiidividual's first two taxable years which

8 end with the close of or after the calendar year following

9 the year in which such determination is made.

10 "(B) The exempt amount for each month of a

11 particular taxable year shall be whichever of the fol-

12 lowing is the larger:

13 "(i) the product of $166.6 and the ratio

14 of (I) the average taxable wages of all persons for

15 whom taxable wages were reported to the Secre-

16 tary for the first calendar quarter of the calendar

17 year in which a determination under subparagraph

18 (A) is made for each such month of such particu—

19 lar taxable year to (II) time average of the taxable

20 wages of all persons for whom wages were reported

21 to the Secretary for the first calendar quarter of

22 1971, with such product, if not a multiple of $10,

23 being rounded to the next higher multiple of $10
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1 where such product is an odd multiple of $5 and to

2 the nearest multiple of $10 in any other case, or

3 "(ii) the exempt. amount for each month in the

4 taxable year preceding such particular taxable year;

5 except that the provisions in clause (i) shall not apply

6 with respect to any taxable year unless the contribution

7 and earnings base for such year is determined under

8 section 230(b) (1)."

9 (c) The amendments made by this section shall apply

10 with respect to taxable years ending after December 1970.

11 EXCLUSION OF CERTAIN EARNINGS IN YEAR OF

12 ATTAINING AGE 72

13 SEC. 108. (a) The first sentence 'of section 203 (1) (3)

14 of the Social Security Act is amended by inserting "(A)"

15 after "except that", and 'by inserting before the period at the

16 end thereof the following: ", and (B) in determining an

17 individual's excess earnings for the taxable year in which

18 he attains age 72, there shall be excluded any earrihigs of

19 such individual for the month in which he attains such

20 age and any subsequent month (with any net earnings

21 or net loss from self-employment in such year being prorated

22 in an equitable manner under regulations of the Secretary) ".

23 (b) The. amendment made by subsection (a) shall



42

1 apply with respect to taxable years. ending after December

2 1970.

3 REDUCED BENEFITS FOR WIDOWERS AT AGE 60

4 SEC. 109. (a) Section 202 (f) of the Social Security

5 At (as amended by section 104 (b) (2) of this Act) is

6 further amended—

7 (1) by striking out "age 62" each place it appears

8 and inserting in lieu thereof "age 60"; and

9 (2) by striking out "or the third month" in the

10 matter following subparagraph (G) in paragraph (1)

11 and inserting in lieu thereof "or, if he became entitled

12 to such beiiefits before he attained age 60, the third

13 month".

14 (b) (1) The last sentence of section 203 (c) of such

is Act (as amended by section 104 (c) (1) of this Act) is

16 further amended by striking out "age 62" and inserting in

17 lieu thereof "age 60".

18 (2) Olause (D) of section 203 (f) (1) of such Act (as

19 amended by section 104 (c) (2) of this Act) is further

20 amended by striking out "age 62" and inserting in lieu there-

21 of "age 60".

22 (3) Section 222 (b) (1) of such Act is amended by

23 striking out "a widow or surviving divorced wife who has

24 not attained age 60, a widower who has not attained a.ge
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j 62" and inserting in lieu thereof "a widow, widower or

2 surviving divorced wife who has not attained age 60".

(4) Section 222(d) (1) (D) of such Act is amended

by striking out "age 62" each place it appears and inserting

5 in lieu thereof "age 60".

6 (5) Section 225 of such Act is amended by striking

7 out "age 62" and inserting in lieu thereof "age 60".

8 (c) The amendments made by this section shall apply

with respect to monthly benefits under title II of the Social

10 Security Act for months after December 1970, except that

in the case of an individual who was not entitled to a monthly

12 benefit under title II of such Act for December 1970 such

13 amendments shall apply only on the basis of an application

14 filed in or after the month in which this Act is enacted.

15 ENTITLEMENT TO CHILD'S INSURANCE BENEFITS BASED

16 ON DISABILITY WHICH BEGAN BETWEEN 18 AND 22

17 SEC. 110. (a) Clause (ii) of section 202 (d) (1) (B) of

18 the Social Security Act is amended by striking out "which

19 began before he attained the age of eighteen" and inserting

20 in lieu thereof "which began before he attained the age of

21 22".

22 (b) Subparagraphs (F) and (G) of section 202 (d)

23 (1) of such Act are amended to read as follows:

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

2 earlier of—

3 "(i) the first month during no part of which

4 he is a full-time student, or

"(ii) the month in which he attains the age of

6 22,

7 but oniy if he was not uiider a. disability (as so defined)

8 in such earlier month; or

9 "(G) if such child wa.s under a disability (as so

10 defined) at the time he attained the age of 18, or if he

was not under a disability ( as so defined) at such time

12 but was under a disability (as so defined) at or prior to

13 the time he attained (or would attain) the age of 22,

14 the third month following the month in which he ceases

15 to be under such disability or (if later) the earlier of—

16 "(i) the first month during no part of which

17 he is a full-time student., or

18 "(ii) the month in which he attains t.he age

19 of 22,

20 but only if he was not under a disability (as so defined)

21 in such earlier month."

22 (c) Section 202 (d) (1) of such Act is further amended

23 by adding at the end thereof the following new sentence:

24 "No payment under this paragraph ma be made to a child

25 who would not meet the definition of disability in section
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1 223 (d) except for paragraph (1) (B) thereof for any month

2 in which he engages in substantial gainful activity."

3 (d) Section 202 (d) (6) of such Act is amended by

4 striking out "in which he is a full-time student and has not

5 attained the age of 22" and all that follows and inserting in

6 lieu thereof "in which he—

7 "(A) (i) is a full-time student or (ii) is under a

8 disability (as defined in section 223 (d) ), and

9 "(B) had not attained the age of 22, but only if

10 he has filed application for such reentitlement.

11 Such reentitlement shall end with the month preceding

12 whichever of the following first occurs:

13 "(C) the first month in which an event specified in

14 paragraph (1) (D) occurs;

15 " (D) the earlier of (i) the first month during no

16 part of which he is a full-time student or (ii) the month

17 in which he attains the age 'of 22, but only if he is not

18 under a disability (as so defined) in such earlier month;

19 or

20 "(E) if he was under a disability (as so defined),

21 the third moiTth following the month in which he ceases

22 to be under such disability or (if later) the earlier of—

23 "(i) the first month during no part of which

24 he is a full-time student, or
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1 "(ii) the month in which he attains the age

2 of 22."

3 (e) Section 202 (s) of such Act is amended—

4 (1) by striking out "which began before he at-

5 tamed such age" in paragraph (1); and

6 (2) by striking out "which began before such

7 child attained the age of 18" in paragraphs (2) and

8 (3)

9 (f) Where—

10 (1) one or more persons are entitled (without

11 the application of sections 202 (j) (1) and 223 (b) of

12 the Social Security Act) to monthly benefits under

13 section 202 or 223 of such Act for December 1970 on the

14 basis of the wages and self-employment income of an

15 individual, and

16 (2) one or more persons (not included in para-

17 graph (1)) are entitled to monthly benefits under
18 such section 202 or 223 for January 1971 solely by

19 reason of the amendments made by this section on the

20 basis •of such wages and self-emplnyment income, and

21 (3) the total of benefits to which all persons are

22 entitled under such section 202 or 223 011 the basis of

23 such wages and self-employment income for January

24 1971 is reduced by reason of section 203 (a) of such
25 Act as amended by this Act (or would, but for the
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1 penultimate sentence of such section 203 (a), be so

2 reduced),

3 then the amount of the benefit to which each person referred

4 to in paragraph (1) of this subsection is entitled for months

5 after December 1970 shall be adjusted, after the applica-

6 tion of such section 203 (a), to an amount no less than the

7 amount it would have been if the person or persons referred

8 to in paragraph (2) were not entitled to a benefit referred

9 to in such paragraph (2).

10 (g) The amendments made by this section shall apply

11 only with respect to monthly benefits under section 202

12 of the Social Security Act for months after December 1970,

13 except that in the case of an individual who was not en-

14 titled to a monthly benefit under such section 202 for

15 December 1970 such amendments shall apply only on the

16 basis of an application filed after September 30, 1970.

17 ELIMINATION OF SUPPORT REQUIREMENT AS CONDITION

18 OF BENEFITS FOR DIVORCED AND SURVIVING DIVORCED

19 wives

20 SEC. ill. (a) Section 202 (b) (1) of the Social Security

21 Act is amended—

22 (1) by adding "and" at the end of subparagraph

23 (0),
24 (2) by striking outsubparagraph (D) , and

25 (3) by redesignating subparagraphs (E) through
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1 (L) as subparagraphs (D) through (K), respectively.

2 (b) (1) Section 202 (e) (1) of such Act is amended—

3 (A) by adding "and" at the end of subparagraph

4 (0),

5 (B) by striking out subparagraph (D), and

6 (0) by redesignating subparagraphs (E) through

7 (G) as subparagraphs (D) through (F), respectively.

8 (2) Section 202 (e) (6) of such Act is amended by

9 striking out "paragraph (1) (G)" and inserting in lieu

10 thereof "paragraph (1) (F) ".

11 (c) Section 202 (g) (1) (F) of such Act is amended by

12 striking out clause (i), and by redesignating clauses (ii)

13 and (iii) as clauses (i) and (ii), respectively.

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

15 only with respect to benefits payable under title II of the

16 Social Security Act for months after December 1970 on the

17 basis of applications filed on or after the date of the enactment

18 of this Act.

19 ELIMiNATION OF DISABILITY INSURED-STATUS REQUIRE-

20 MENT OF SUBSTANTIAL RECENT COVERED WORK IN

21 CASES OF INDIVIDUALS WHO ARE BLIND

22 SEe. 112. (a) The first sentence of section 216 (i) (3)

23 of the Social Security Act is amended by inserting before

24 the period at the end thereof the following: ", and except

25 that the provisions of subparagraph (B) of this paragraph
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1 shall not apply in The case of an individual who is blind

2 (within the meaning of 'blindness' as defined in paragraph

3 (1))".

4 (b) Section 223 (c) (1) of such Act is amended by

5 striking out "coverage." in subparagraph (B) (ii) and in-

6 serting in lieu thereof "coverage ;", and by striking out "For

7 purposes" and inserting in lieu thereof the following:

8 "except that the provisions of subparagiaph (B) of

9 this paragraph shall not apply in the case of an mdi-

10 vidual who is blind (within the meaning of 'blindness'

as defined in section 216 (i) (1) ). For purposes".

12 (c) The amendments made by this section shall be

13 elective with respect to applications for disability insurance

14 benefits under section 223 of the Social Security Act, and

15 for disability determinations under section 216 (i) of such

16 Act, filed—

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

18 enacted, or

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

20 if the applicant has not died before such month and if—

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

22 tary of Health, Education, and Welfare has not been

23 given to the applicant before such month; or

24 (B) the notice referred to in subparagraph

H.R. 17550 4
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1 (A) has been so given before such month but a

2 civil action with respect to such final decision is

3 commenced under section 205 (g) of the Social

4 Security Act (whether before, in, or after such

5 month) and the decision in such civil action has not

6 become final before such month;

7 except that no monthly benefits under title II of the Social

8 Security Act shall be payable or increased by reason of the

9 amendments made by this section for months before Jan-

10 uary 1971.

11 WAGE CREDITS FOR MEMBERS OF T UNIFORMED

12 SERVICES

13 SEC. 11.3. (a) Subsection 229 (a) of the Social Security

14 Act is amended—

15 (1) by striking out "after December 1967" and in-

16 serting in lieu thereof "after December 1970"; and

17 (2) by striking out "after 1967" and inserting in

18 lieu thereof "after 1956".

19 (b) The amendments made by subsection (a) shall

20 apply with respect to monthly benefits under title II of the

21 Social Security Act for months after December 1970 and

22 with respect to lump-sum death payments under such title in

23 the case of deaths occurring after December 1970, except

24 that, in the case of any individual who is entitled, on the basis

25 of the wages and self-employment income of any individual
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1. to whom section 229 of such Act applies, to monthly bene-

2 fits under title II of such Act for December 1970, such

3 amendments shall apply (1) only if an application for re-

4 computation by reason of such amendments is filed by such

5 individual, or any other individual, entitled to benefits under

6 such title II on the basis of such wages and self-employment

7 income, and (2) only with respect to such benefits for

8 months beginning with whichever of the following is later:

9 January 1971 or the twelfth month before the month in which

10 such application was filed. Recomputations of benefits as re-

11 quired to carry out the provisions of this paragraph shall be

12 made notwithstanding the provisions of section 215 (f) (1)

13 of the Social Security Act, and no such recomputation shall

14 be regarded as a recomputation for purposes of section 215

15 (f) of such Act.

16 APPLICATIONS FOR DISkBILITY INSURANCE BENEFITS FILED

17 AFTER DEATH OF INSTJRED INDIVIDUAL

18 SEC. 114. (a) (1) Section 223 (a) (1) of the Social

19 Security Act is amended by adding at the end thereof the

20 following new sentence: "In the case of a deceased individual,

21 the requirement of subparagraph (C) may be satisfied by an

22 application for benefits filed with respect to such individual

23 within 3 months after the month in which he died."

24 (2) Section 223 (a) (2) of such Act is amended by
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1 striking out "he filed his application for disability insurance

2 benefits and was" and inserting iii lieu thereof "the applica-

3 tion for disability insurance benefits was sled and he was".

4 (3) The third sentence of section 223 (b) of such Act

5 is amended by striking out "if he files such application" and

6 inserting in lieu thereof "if such application is filed".

7 (4) Section 223 (c) (2) (A) of such Act is amended by

8 striking out "who files such application" and inserting in

9 lieu thereof "with respect to whom such application is filed".

10 (b) Section 216 (i) (2) (B) of such Act is amended

11 by adding at the end thereof the following new sentence:

12 "In the case of a deceased individual, the requirement of an

13 application under the preceding sentence may be satisfied

14 by an application for a disability determination filed with re-

15 spect to such individual within 3 months after the month in

16 which he died."

17 (c) The amendments made by this section shall apply

18 in the case of deaths occurring in and after the year in which

19 this Act is enacted. For purposes of such amendments (and

20 for purposes of sectioiis 402 (j) (1) and 223 (b) of the Social

21 Security Act) , any application with respect to an individual

22 whose death occurred in such year but before the date of the

23 enactment of this Act which is filed within 3 months after

24 the date of the enactment of this Act shall be deemed to have

25 been filed in the month in which such death occurred).
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I WORKMEN'S COMPENSATION OFFSET FOR DISABILITY

2 INSURANCE BENEFICIARIES

3 SEC. 115. (a.) Section 224 (a) (5) of the Social Secu-

4 rity Act is amended by striking out "80 per centurn of".

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

6 apply with respect to monthly benefits under title II of the

7 Social Security Act for months after December 1970.

8 COVERAGE OF FEDERAL HOME LOAN BANK EMPLOYEES

9 Sic. 116. (a) The provisions of section 210 (a) (6)

10 (B) (ii) of the Social Security Act and section 3121 (b)

11 (6) (B) (ii) of the Internal Revenue Code of 1954, inso-

12 far as they relate to service performed in the employ of a

13 Federal Home Loan Bank, shall be eective—

14 (1) with respect to all 'service performed in the

15 employ of a Federal Home Tjoan Bank after December

16 1970;and

17 (2) in the case of individuals who are in the employ

18 of a Federal home Loan Bank on January 1, 1971, with

19 respect to any service performed in the employ of a

20 Federal Home Loan Bank after December 1965; but this

21 paragraph shall be effetive only if an amount equal to

22 the taxes imposed by sections 3101 and 3111 of such

23 Code with respect to the services of all such individuals

24 performed in the employ of Federal Home Loan Banks
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1 after December 1965 are paid under the provisions of

2 section 3122 of such Code by July 1, 1971, or by such

3 later date as may be provided in an agreement entered

4 into before such date with the Secretary of the Treasury

or his delegate for purposes of this paragraph.

6 (b) Subparagraphs (A) (i) and (B) of section 104

7 (i) (2) of the Social Security Amendments of 1956 are

8 repealed.

POLICEMEN AND FIREMEN IN IDAHO

10 SEC. 117. Section 218 (p) (1) of the Social Security

Act is amended by inserting "Idaho," after "Hawaii,".

12 COVERAGE OF CERTAIN HOSPITAL EMPLOYEES IN NEW

13 MEXICO

14 SEC. 118. Notwithstanding any provisions of section 218

15 of the Social Security Act, the agreement with the State of

16 New Mexico heretofore entered into pursuant to such section

17 may at the option of such State be modified at any time prior

18 to January 1, 1971, so as to apply to the services of em-

19 ployees of a hospital which is an integral part of a political

20 subdivision to which an agreement under this section has

21 not been made applicable, as a separate coverage group

22 within the meaning of section 218 (b) (5) of such Act, but

23 only if such hospital has prior to 1966 withdrawn from a re-

24 tirement system which had been applicable to the employees

2o of such hospital.
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1 PENALTY FOR FuRNIShING FALSE INFORMATION TO OBTAIN

2 SOCIAL SECURITY ACCOUNT NUMBER

3 SEC. 119. (a) Section 208 of the Social Security Act

4 is amended by adding "or" after the semicolon at the end of

5 subsection (e), and by inserting after subsection (e) the

6 followiiig new subsection:

7 "(f) willfully, knowingly, and with intent to deceive

8 the Secretary as to his true identity (or the true identity of

9 any other person) furnishes or causes to be furnished false

10 information to the Secretary with respect to any information

11 required by the Secretary in connection with the establish-

12 merit and maintenance of the records provided for in section

13 205(c) (2) ;".

14 (b) The amendments made by subsection (a) shall

15 apply with respect to information furnished to the Secretary

16 after the date of the enactment of this Act.

17 GUARANTEE OF NO DECREASE IN TOTAL FAMILY BENEFITS

18 SEc. 120. (a) Section 03 (a) of the Social Security

19 Act (as amended by sections 101 (b) and 103 (b) of t.his

20 Act) is amended by striking out the period at the end of

21 paragraph (4) and inserting in lieu thereof "; or", and by

22 inserting after paragraph (4) the following new paragraph:

23 "(5) notwithstanding any other proviSiOfl of law,

24 when—

25 "(A) two or more persons are entitled to
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1 monthly benefits for a particular month on the basis

2 of the wages and self-employment income of an

3 insured individual and (for such particular month)

4 the provisions of this subsection and section 202 (q)

5 are applicable to such monthly benefits, and

6 "(B) such individual's primary insurance

7 amount is increased for the following month under

8 any provision of this title,

then the total of monthly benefits for all persons on the

10 basis of such wages and self-employment income for

such particular month, as determined under the provi-

12 sions of this subsection, cihnll for purposes of determin-

ing the total of monthly benefits for all persons on the

14 basis of such wages and sell-employment income for

15 months subsequent to such particular month be con-

16 sidered to have been increased by the smellest amount

17 that would have been required in order to assure that

18 the total of monthly benefits payable on the basis of such

wages and self-employment income for any such subse-

20 quent month wifi not be less (after application of the

other protons of this subsection and section 202 (q))

tium the total of monthly benefits (after the application

of the other protons of this subsection and section 202

(q)) payable on the basis of such wages and self-em-

ployment income for such particular month."
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1 (b) In any case in which the provisions of section

2 1002 (b) (2) of the Social Security Amendments of 1969

3 apply, the total of monthly benefits as determined under see-

4 tion 203 (a) of the Social Security Act shall, for months

5 after 1970, be increased to the amount that would be

6 required in order to assure that the total of such monthly

7 benefits (after the application of section 202 (q) of such

8 Act) will not be less tha.n the total of monthly benefits

9 that was applicable (after the application of such sections

10 203 (a) and 202 (q)) for the first month for which the

11 provisions of such section 1002 (b) (2) applied.

12 CERTAIN ADOPTIONS BY DISABILITY AND OLD-ACE

13 INSURANCE BENEFICIARIES

14 SEc. 121. (a) Clause (i) of section 202 (d) (8) (E)

15 of the Social Security Act is amended—

16 (1) by inserting "(I)" after " (i) "
17 (2) by adding "or" after "child-placement

18 agency,", and

19 (3) by adding at the end thereof (after and below

20 clause (i) (I) as designated by paragraph (1) of this

21 subsection) the following:

22 "(II) in an adoptioii which took place after

23 an investigation of the circumstances surrounding

24 the adQption by a court of competent jurisdiction

25 within the United States, or by a person appointed
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1 by such a court, if the child was related (by blood,

2 adoption, or steprelationship) to such individual or

3 to such individual's wife or husband as a descendant

4 or as a brother or sister or a descendant of a brother

5 or sister, such individual had furnished one-half of

6 the child's support for at least five years immedi-

7 ately before such individual became entitled to such

8 disability insurance benefits, the child had been liv-

9 ing with such individual for at least five years before

10 such individual became entitled to such disability

11 insurance benefits, and the continuous period during

12 which the child was living with such individual be-

13 gan before the child attained age 18,".

14 (b) The amendments made by subsection (a) shall

15 apply with respect to monthly benefits payable under title II

16 of the Social Security Act for months after December 1967

17 on the basis of an application filed in or after the month in

18 which this Act is enacted; except that such amendments

19 shall not apply with respect to benefits for any month before

20 the month in which this Act is enacted unless such applica-

21 tion is filed before the close of the twelfth month after the

22 month in which this Act is enacted.
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1 INCREASE OF EARNINGS COUNTED FOR BENEFIT AND

2 TAX PURPOSES

3 SEC. 122. (a') (1) (A) Section 209 (a) (5) of the So-

4 cial Security Act is amended by inserting "and prior to

5 1971" after "1967".

6 (B) Section 209 (a) of such Act is further amended by

7 adding at the end thereof the following new paragraphs:

8 "(6) That part of remuneration which, after remunera-

9 tion (other than remuneration referred to in the succeeding

10 subsections of this section) equal to $9,000 with respect to

11 employment has been paid to an individual during any calen-

12 dar year after 1970 and prior to 1973, is paid to such mdi-

13 vidual during any such calendar year;

14 "(7) That part of remuneration which, after remunera-

15 tion (other than remuneration referred to in the succeeding

16 subsections of this section) equal to the contribution arid

17 benefit base (determined under section 230) with respect

18 to employment has been paid to an individual during any

19 calendar year after 1972 with respect to which such contri-

20 bution and benefit base is effective, is paid to such individual

21 during such calendar year;".

22 (2) (A) Section 211 (b) (1) (E) of such Act is
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.1 amended by inserting "and beginning prior to 1971" after

2 "1967", and by striking out "; or" and inserting in lieu

3 thereof "; and ".

4 (B) Section 211 (b) (1) of such Act is further amended

5 by adding at the end thereof the following new subpara-

6 graphs:

7 "(F) For any taxable year beginning after

8 1970 and prior to 1973, (i) $9,000, minus (ii) the

9 amount of the wages paid to such individual during

10 the taxable year; and

11 "(G) For any taxable year beginning in any

12 calendar year after 1972, (i) an amount equal to

13 the contribution and benefit base (as determined

14 under section 230) which is effective for such cal-

15 endar year, minus (ii) the amount of the wages

16 paid to such individual during such taxable year;

17 or".

18 (3) (A) Section 213 (a) (2) (ii) of such Act is

19 amended by striking out "after 1967" and inserting in lieu

20 thereof "after 1967 rnd before 1971, or $9,000 in the case

21 of a calendar year after 1970 and before 1973, or an amount

22 equal to the contribution and benefit base (as determined

23 under section 230) in the case of any calendar year after

24 1972 with respect to which such contribution and benefit

25 base is effective".
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1 (B) Section 213 (a) (2) (iii) of such Act is amended

2 by striking out "after 19(37" and inserting in lieu thereof

3 "after 1967 and beginning before 1971, or $9,000 in the

4 case of a taxable year beginning after 1970 and before 1973,

5 or in the ease of any taxable year beginning in. any calendar

6 year after 1 972, an amount equal to the contribution arl(l

7 benefit base (as determined under section 230) which

8 is effective for such calendar year".

(4) Section 215 (e) (1) of such Act is amended by

10 striking out "and the excess over $7,800 in the case of any

calendar year after 1967" and inserting in lien thereof "the

1.2 excess over $7,800 in the case of any ca'endar year after

13 1967 arid before 1971, the excess over $9,000 in the case

1.4 of any calendar year after 1970 and before 1973, and the

15 excess over an amount equal to the contribution arid bene-

16 fit base (as determined under section 230) in the case of

17 any calendar year after 1972 with respect to which such

18 contril)lltiofl and benefit base is effective".

19 (b) (1) (A) Section 1402 (1)) (1) (E) of the Internal

20 Revenue Code of 1954 (relating to definition of self-em-

21 ployment income) is amended by inserting "and beginning

22 before 1971" after "1967", and by striking out "; or" and

23 inserting in lieu thereof "; and".

24 (B) Section 1402 (b) (1) of such Code is further
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1 amended by adding at the end thereof the following new

2 subparagraphs:

3 "(F) forany taxableyearbeginning after 1970

4 and before 1973, (i) $9,000, minus (ii) the amount

5 of the wages paid to sueh individual during the tax-

6 ableyear; and

7 "(G) for any taxable year beginning in any

8 calendar year after 1972, (i) an amount equal to

9 the contribution and benefit base (as determined

10 under section 230 of the Social Security Act) which

11 is effective for such calendar year, minus (ii) the

amount of the wages paid to such individual during

13 such taxable year; or".

14 (2) (A) Section 3121 (a) (1) of such Code (relating

15 to definition of wages) is amended by striking out "$7,800"

16 each place it appears and inserthig in lieu thereof "$9,000".

17 (B) Effective with respect to remuneration paid after

18 1972, section 3121 (a) (1) 'of such Code i amended (1) by

19 striking out "$9,000" each place it appears and inserting in

20. lieu thereof "the contribution and benefit base (as deter-

21 minedunderseotion23ooftheSocialSecurItyAet)",and

22 (2) by striking out "by an employer during any calendar

23 year", and inserting in lieu thereof "by an employer dining

24 the calendar year with respe* to which such contribution

25 and benefit base is effective".
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1 (3) (A) The second sentence of section 3122 of such

2 Code (relating to Federal service) is amended by striking

3 out "$7,800" and inserting in lieu thereof "$9,000".

4 (B) Effective with respect to remuneration paid after

5 1972, the second sentence f section 3122 of sich Code is

6 amended by striking out "$9,000" and inserting in lieu

7 thereof "the contribulion and benefit base".

8 (4) (A) Section 3125 of such Code (relating to returns

9 in the case of governmental employees in Guam, American

10 Samoa, and the District of Columbia) is amended by striking

11 out "$7,800" where it appears in subsections (a), (b), and

12 (c) and inserbing in lieu thereof "$9,000".

13 (B) Effective with respect to remuneration paid after

14 1972, section 3125 of such Code is amended by striking out

15 "$9,000" where it appears in subsections (a), (b), and

16 (c) and inserting in lieu thereof "the contribution and bene-

17 fit base".

18 (5) Section 6413 (c) (1) of such Code (relating to

19 special refunds of employment taxes) is amended—

2() (A) by inserting "and prior to the calendar year

21 1971" after "after the calendar year 1967";

22 (B) by inserting after "exceed $7,800" the fol-

23 lowing: "or (E) during any calendar year after the

24 calendai year 1970 and prior to the calendar year 1973,

25 the wages received by him during such year exceed
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1 $9,000, or (F) during any calendar year after 1972,

2 the wages received by him during such year exceed the

3 contribution and benefit base (as determined under see-

4 tion 230 of the Social Security Act) which is effective

5 with respect to such year,"; and

6 (0) by inserting before the period at the end

'I thereof the following: "and before 1971, or which cx-

8 ceedsthetaxwithrespecttothefirst$9,0000fsuch
9 wages received in such calendar year after 1970 and

10 before 1973, or which exceeds the tax with respect to

an amount of such wages received in such calcndar year

12 after 1972 equal to the contribution and benefit base

13 (as determine4 under section 230 of the Social Security

14 Act) which is effective with respect to such year".

15 (6} Section 6413 (c) (2) (A) of such Code (relating

16 to refunds of employment taxes in the case of Federal em-

17 ployees) is amended by striking out "or $7,800 for any

18 calendar year after 1967" and inserting in lieu thereof

19 "$7,800 for the calendar year 1968, 1969, or 1970, or

20 $9,000 for the calendar year 1971 or 1972, or an amount

n equal to the contribution and benefit base (as determined

22 under section 230 of the Social Security Act) for any

calendar year after 1972 with respect to which such con-

tribution and benefit base is effective".
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1 (7) (A) Section 6654(d) (2) (B) (ii) of such Code

2 (relating to failure by individual to pay estimated income

3 tax) is amended by striking out "$6,600" and inserting in

4 lieu thereof "$9,000".

5 (B) Effective with respect to taxable years beginning

6 after 1972, section 6654 (d) (2) (B) (ii) of such Code is

7 amended by striking out "$9,000" and inserting in lieu

8 thereof "the contribution and benefit base (as determined

9 under section 230 of the Social Security Act) ".

10 (c) The amendments made by subsections (a) (1)

11 and (a) (3) (A), and the amendments made by sub see-

12 tion (b) (except paragraphs (1) and (7) thereof), shall

13 apply only with respect to remuneration paid after Decem-

14 her 1970. The amendments made by subsections (a) (2),

15 (a) (3) (B), (b) (1), and (b) (7) shall apply only with

16 respect to taxable years beginning after 1970. The amend-

17 ment made by subsection (a) (4) shall apply only with

18 respect to calendar years after 1970.

19 AUTOMATIC ADJUSTMiENT OF TRE CONTRIBUTION

20 AND BENEFIT BASE

21 SEC. 123. (a) Title II of the Social Security Act is

22 amended by adding at the end thereof the following new

23 section:

H.R. 17550 5
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1 "AUTOMATIC AD.IUSTMENT OF THE CONTRIBUTION AND

2 BENEFIT BASE

3 "SEC. 230. (a) On or before November 1 of 1972 arid

4 each even-numbered year thereafter, the Secretary shall de-

5 termine and publish in the Federal Register the contribution

6 and benefit base (as defined in subsection (b)) for the firSt
1'

two calendar years following the year in which the deter-

8 minaition is made.

9 "(b) The contribution and benefit base for a particular

1.0 calendar year shall be whichever •of the following is the

larger:

12 "(1) The product of $9,000 and the ratio of (A)

13 the average taxable wages of all persons for whom tax-

14 able wages were reported to the Secretary for the first

15 calendar quarter of .the calendar year in which a deter-

16 mination under subsection (a) is made for such par-

17 ticular calendar year to (B) the average of the taxable

18 wages of 'all persons for whom taxable wages were re-

19 ported to the Secretary for the first calendar quarter of

20 1971, with such product, if not a multiple of $600, being

21 rounded to the next higher multiple of $600 where such

22 product is a multiple of $300 but not of $600 and to the

23 nearest multiple of $600 in any other case; or

24 "(2) The contribution and benefit base for the

25 calendar year preceding such particular calendar year.
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1. "(c) (1) When the Secretary determines and publishes

2 in the Federal Register a contribution and benefit base (as

3 required by subsection (a)), and

4 "(A) such base is larger than the contribution and

5 benefit base in effect, for the year in which the larger

6 base is, so published,, and

7 "(B) a revised table of benefits is not required to

8 be published in the Federal Register under the provi-

9 sions of section 215 (1) (2) (C) which extends such table

10 for 'such larger base on or, before the effective date of

11 such base,

12 then the Secretary shall publish a revised table of benefits

13 (determined under the provisions of paragraph (2)) in the

14 Federal Register on or before December 1 of the year prior

15 to the effective year of the new contribution and benefit

16 base. Such table shall be deemed to be the table appearing

17 in section 215 (a).

18 "(2) The reyision of such table shall be determined as

19 fo1low: ,

20 "(A) All of the amounts on each line of columns I,

21 Ji, III, and IV, except the largest amount in column

22 III, of the table in effect before the revision, shall be

23 the same in the revised table; and , ,

24
, "(B) The additional amounts for the extension of

25 columns III. and IV, and the amounts for purposes of
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1 column V, shall be determined in accordance with the

2 provisions of section 215 (i) (2) (C) (v) and (vi).

3 "(3) When a revised table of benefits, prepared under

4 the provisions of paragraph (2), becomes effective, the pro-

5 visions of section 215 (b) (4) and (c) and of section 203

6 (a) (4) shall be disregarded; and the amounts that are added

to columns III and IV, or are changed in or added

8 to column V, by such revised table, shall be applicable only

in the case of an insured individual—

10 "(A) who becomes entitled, after December of the

year immediately preceding the effective year of the

12 increased contribution and benefit base (provided by

13 this section), to benefits under section 202 (a) or sec-

14 tion 223;

15 "(B) who dies after December of such preceding

16 year without being entitled to benefits under section

17 202 (a) or section 223; or

18 "(C) whose primary insurance amount is required

19 to be recomputed under section 215 (f) (2) ."

20 (b) (1) Section 201 (c) •of the Social Security Act is

21 amended by inserting before the last sentence the following

22 new sentence: "The report shall further include a recom-

23 mendation as to the appropriateness of the tax rates in

24 sections 1401 (a), 3101(a), and 3111 (a) of the Internal

25 Revenue Code of 1954 which wifi be in effect for the fol-
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1 lowing calendar year, made in the light of the need for the

2 estimated income in relationship to the estimated outgo of

3 the Trust Funds during such year."

4 (2) Section 1817 (b) of such Act is amended by insert-

5 ing before the last sentence the following new sentence:

6 "The report shall further include a recommendation as to

7 the appropriateness of the tax rates in sections 1401 (b),

8 3101 (b), and 3111 (b) of the Internal Revenue Code of

1954 which will be in effect for the following calendar year

10 made in the light of the need for the estimated income in

11 relationship to the estimated outgo of the Trust. Fund during

12 such year."

13 CHANGES IN TAX SCHEDULES

14 SEC. 124. (a) (1) Section 1401 (a) of the Internal

15 Revenue Code of 1954 (relating to rate of tax on self-

16 employment income for purposes of old-age, survivors, and

17 disability insurance) is amended by striking out paragraphs

18 (2), (3), and (4) and inserting in lieu thereof the follow-

19 ing:

20 "(2) in the case of any taxable year beginning after

21 December 31, 1968, and before January 1, 1975, the

22 tax shall be equal to 6.3 percent of the amount of the

23 self-employment income for such taxable year; and

24 "(3) in the case of any taxable year beginning
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1 after December 31, 1974, the tax shall be equal to 7.0

2 percent of the amount of the self-employment income

3 for such taxable year."

4 (2) Section 3101 (a) of such Code (relating to rate of

tax on employees for purposes of old-age, survivors, and

6 disability insurance) is amended by striking out paragraphs

7 (2), (3), and (4) and inserting in lieu thereof the follow-

ing:

"(2) with respect to wages received during the

10 calendar years 1969, 1970, 1971, 1972, 1973, and

1974, the rate shall be 4.2 percent;

12 "(3) with respect to wages received during the

13 calendar years 1975, 1976, 1977, 1978, and 1979, the

14 rate shall be 5.0 percent; and

15 "(4) with respect to wages received after Decem-

16 ber 31, 1979, the rate shall be 5.5 percent."

17 (3) Section 3111(a) of such Code (relating to rate of

tax on employers for purposes of old-age, survivors, and

19 disability insurance) is amended by striking out paragraphs

(2), (3), and (4) and inserting in lieu thereof the

21 following:

22 "(2) with respect to wages paid during the cal-

23 endar years 1969, 1970, 1971, 1972, 1973, and 1974,

24
the rate shall be 4.2 percent;

25 "(3) with respect to wages paid during the cal-
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1 endar years 1975, 1976, 1977, 1978, and 1979, the

2 rate shall be 5.0 percent; and.

"(4) with respect to wages paid after December

4 31, 1979, the rate shall be 5.5 percent."

5 (b) (1) Section 1401 (b) of such Code (relating to

6 rate of tax on self-employment income for purposes of hos-

7 pital insurance) is amended by striking out paragraphs (1)

8 through (5) and inserting in lieu thereof the following:

"(1) in the case of any taxable year beginning

10 after December 31, 1967, and before January 1, 1971,

1.1 the tax shall be equal to 0.6 percent of the amount of

12 the self-employment income for such taxable year; and

1° " (2) in the case of any taxable year beginning

.14 after December 31, 1970, the tax shall be equal to 1.0

15 percent of the amount of the self-employment income

16 for such taxable year."

17 (2) Section 3101 (b) of such Code (relating to rate

18 of tax on employees for purposes of hospital insurance) is

19 amended by striking out paragraphs (1) through (5) and

20 inserting in lieu thereof the following:

21 "(1) with respect to wages received during the

22 calendar years 1968, 1969, and 1970, the rate shall be

23 0.6 percent; and

24 "(2) with respect to wages received after Decem-

25 her 31, 1970, the rate shall be 1.0 percent"
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1 (3) Section 3111 (b) of such Code (relating to rate

2 of tax on employers for purposes of hospital insurance) is

3 amended by striking out paragraphs (1) through (5) and

4 inserting in lieu thereof the following:

5 "(1) with respect to wages paid during the calen-

6 dar years 1968, 1969, and 1970, the rate shall be 0.6

7 percent; and

8 "(2) with respect to wages paid after December

9 31, 1970, the rate shall be 1.0 percent."

10 (c) The amendments made by subsections (a) (1) and

11 (b) (1) shall apply only with respect to taxable years be-

12 ginning after December 31, 1970. The remaining amend-

13 ments made by this section shall apply only with respect to

14 remuneration paid after December 31, 1970.

15 ALLOCATION TO DISABILITY INSURANGE TRUST FUND

16 SEC. 125. (a) Section 201 (b) (1) of the Social Seen-

17 rity Act is amended—

18 (1) by striking out "and (D)" and inserting in

19 lieu thereof "(D) "; and

20 (2) by striking out "after December 31, 1969,

21 and so reported," and inserting in lieu thereof the fol-

22 lowing: "after December 31, 1969, and before Janu-

23 a.ry 1, 1971, a.nd so reported, (E) 0.90 of 1 per centurn
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1 of the wages (as so defined) paid after December 31,

2 1970, and before January 1, 1975, and so reported,

3 (F) 1.05 per centum of the wages (as so defined)

4 paid after December 31, 1974, and before January 1,

5 1980, and so reported, and (G) 1.15 per centum of

6 the wages (as so defined) paid after December 31,

7 1979, and so reported,".

8 (b) Section 201 (b) (2) of such Act is amended—

9 (1) by striking out "and (D)" and inserting in

10 lieu thereof "(D)"; and

ii (2) by inserting after "December 31, 1969," the

12 following: "and before January 1, 1971, (E) 0.675 of

13 1 per centum of the amount of self-employment income

14 (as so defined) so reported for any taxable year begin-

15 fling after December 31, 1970, and before January 1,

16 1975, (F) 0.7875 of 1 per centum of the amount of

17 self-employment income (as so defined) so reported for

18 a.ny taxable year beginning after December 31, 1974,

19 and before January 1, 1980, and (G) 0.8625 oIl per

20 centum of the amount of self-employment income (as so

21 defined) so reported for any taxable year beginning

22 after December 31, 1979,".
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1 TITLE IT—PROVISIONS RELATING TO MEDI-

2 CARE, MEDICAID, AND MATERNAL AND

3 CHILD HEALTH

4 PART A—CovioE UNDER MEDICARE PROGRAM

5 PAYMENT UNDER MEDICARE PROGRAM TO INDIVIDUALS

6 COVERED BY FEDERAL EMPLOYEES UEALTH BENEFITS

7 PROGRAM

8 SEC. 201. Section 1862 of the Social Security Act is

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

10 section:

11 "(c) No payment may be made under this title with

12 respect to any item or service furnished to or on behalf of

13 any individual on or after January 1, 1972, if such item or

14 service is covered under a health benefits plan in which such

15 individual is enrolled under chapter 89 of title 5, United

16 States Code, unless prior to the date on which such item or

17 service is so furnished the Secretary shall have determined

18 and certified that the Federal employees health benefits pro-

19 gram under chapter 89 of such title 5 has been modified so as

20 to assure that----

21 "(1) there is available to each Federal employee

22 or annuitant upon or after attaining age 65, in addition

23 to the health benefits plans available before he attains

24 such age, one or more health benefits plans which offer

25 protection supplementing the combined protection pro-
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I vided under parts A and B of this title and one or more

2 health benefits plans which otTer protection supplement-

3 ing the protection provided under part B of this title

4 alone, and

5 "(2) the Government will make available to such

6 Federal employee or annuitant a contribution in an

7 amount at least equal to the contribution which the Gov-

8 ernment makes toward the health insurance of any em-

9 ployee or annuitant enrolled for high option coverage

10 under the Government-wide plans established under

Ii chapter 89 of such title 5, with such contribution being in

12 t.he form of (A) a contribution toward the supplemen-

13 tary protection referred to in paragraph (1), (B) a

14 payment to or on behalf of such employee or annuitaTit

15 to offset the cost to him of coverage under parts A and

16 B (or part B alone) of this title, or (C) a combination

17 of such contribution and such payment."

18 HOSPITAL INSURANCE BENEFITS FOR UNINSURED INDI-

19 vIDUALS NOT ELIGIBLE UNDER PRESENT TRANSITIONAL

20 PROVISION

21 SEC. 202. (a) Section 103 (a) of the Social Security

22 Amendments of 1965 is amended—

23 (1) by redesignating clauses (A) and (B) in para-

24 graphs (2) and (4) as clauses (i) and (ii), respec-

25 tively, and by redesignating paragraphs (1), (2), (3),
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1 (4), and (5) as subparagraphs (A), (B), (0), (D),

2 and (E), respectively;

3 (2) by striking out all tha.t follows "Anyone

4 who—" and precedes subparagraph (B) (as redesig-

5 nated by paragraph (1) of this subsection) and insert-

6 ing in lieu thereof the following:

7 "(1) (A) has attained the age of 65,";

8 (3) by adding "or" at the end of subparagraph

9 (E) (as so redesignated)

10 (4) by striking out "shall (subject to the limita-

11 tions in this section)" and all that follows down through

12 the period at the end of the first sentence and inserting

13 in lieu thereof the following:

14 "(2) (A) meets the provisions of subparagraphs

15 (A), (C), and (D) of paragraph (1),

16 "(B) does not meet the provisions of subparagraph

17 (B) of paragraph (1) , and

18 "(C) has enrolled (i) under section 1837 of the

19 Social Security Act and (ii) under subsection (d) of

20 this section,

21 shall (subject to the limitations in this section) be deemed,

22 solely for purposes of section 226 of the Social Security Act,

23 to be entitled to monthly insurance benefits under such section

24 202 for each month, begirming—

25 "(i) in the case of an individual who meets the
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1 provisions of paragraph (1), with the first month in

2 which he meets the requirements of such paragraph, or

3 "(ii) in the case of an individual who meets the

4 provisions of paragraph (2), with the day on which his

5 coverage period (as provided in subsection (d))

6 begins,

and ending with the month in which he dies, or, if earlier,

8 the month before the month in which he becomes (or upon

filing application for monthly insurance benefits under sec-

10 tion 202 of such Act would become) entitled to hospital

insurance benefits under section 226 or becomes certifiable as

12 a qualified railroad retirement beneficiary.";

13 (5) (A) by striking out "the preceding require-

14 ments of this subsection" in the second sentence and

15 inserting in lieu thereof "the requirements of paragraph

16 (1) of this subsection" and (B) by striking out "para-

17 graph (5) hereof" and inserting in lieu thereof "sub-

18 paragraph (E) of such paragraph"; and

19 (6) by striking out "paragraphs (1), (2), (3),

20 and (4)" in the third sentence and inserting in lieu

21 thereof "subparagraphs (A), (B), (0), and (D) of

22 paragraph (1)".

23 (b) Section 103 (b) of such Amendments is amended

24 (1) by inserting "(i)" after "individual" in the second
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1 sentence, and (2) by adding before the period at the end

2 thereof the following: ", or (ii) (with respect to an enroll-

3 merit under subsection (d) (1)) for any month during his

4 coverage period (as provided in subsection (d) ) ".

5 (c) Section 103 (c) (1) of such Amendments is

6 amended by striking out "this section" and inserting in lieu

7 thereof "paragraph (1) of subsection (a) of this section".

S (d) Section 103 of such Amendments is further

9 amended by adding at the end thereof the following new

10 subsections:

11 "(d) (1) An individual who meets the conditions of

12 subparagraphs (A) and (B) of paragraph (2) of sub-

13 section (a) and has enrolled under section 1837 of the

14 Social Security Act may enroll for the hospital insurance

15 benefits provided under subsection (a).

16 "(2) The provisions of sections 1837, 1838, 1839, and

17 1840 (relating to enrollments under part B of title XVIII

18 of the Social Security Act) shall be applicable to the enroll-

19 ment authorized by paragraph (1) in the same manner, to

20 the same extent, and under the same conditions as such

21 sections are applicable to enrollments under such part B,
22 except that for purposes of this subsection such sections 1837,

23 1838, 1839, and 1840 are modified as follows:

24 "(A) the term 'paragraphs (1) and (2) of see-

25 tion 1836' shall be considered to read 'subparagraphs
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1 (A) and (B) of paragraph (2) of section 103 (a) of

2 the Social Security Amendments of 1965';

3 "(B) the term 'March 1, 1966' shall be considered

4 to read 'March 31, 1971';

5 "(C) the term 'May 31, 1966' shall be considered to

6 read 'March 31, 1971';

7 "(D) the term '1969' shall be considered to read

8 '1972';

9 " (E) subsection (a) (1) o.f such section 1.838

10 shall be considered to read as follows:

1.1 "'(1) in the ease of an individual who enrolls for

12 benefits under subsection (a) of section 103 of the

13 Social Security Amendments of 1965 pursuant to sub-

14 section (c) of section 1837 (as made applicable by

15 section 103 (d) (2) of such Amendments), January 1,

16 1971, or, if later, the first day of the month following

17 the month in which he so enrolls; or';

18 " (F) subsection (b) of such section 1838 shall be

19 considered amended by adding at the end thereof the

20 following new sentence: 'An individual's enrollment

21 tinder subsection (d) of section 103 of the Social Se-

22 curity Amendments of 1965 shall also terminate (i)

23 when he satisfies subparagraghs (B) and (E) of para-

24 graph (1) of subsection (a) of such section, with such
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1 termination taking effect on the first day of the month

2 in which he satisfies such subparagraphs, or (ii) when

3 his enrollment under section 1837 terminates, with such

4 termination taking effect as provided in the second sell-

5 tence of this subsection.';

6 "(G) subsection (a) of such section 1839 shall be

7 considered to read as follows:

8 "'(a) The monthly premium of each individual for

9 each month in his coverage period before July 1972 shall

10 be $27.';

11 "(H) the term '1967' when used in subsection

12 (b) (1) of such section 1839 shall be considered to read

13 'June 1972';

14 "(I) subsection (b) (2) of such section 1839 shall

15 be considered to read as follows:

16 "'(2) The Secretary shall, during December of 1971

17 and of each year thereafter, determine and promulgate

18 the dollar amount (whether or not such dollar amount

19 was applicable for premiums for any prior month) which

20 shall be applicable for premiums for months occurring

21 in the 12-month period commencing July 1 of the next

22 year. Such amount shall be equal to $27 multiplied by the

23 ratio of (1) the inpatient hospital deductible for such next

24 year, as promulgated under section 1813 (b) (2), to (2)
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1 such deductible promulgated for 1971. Any amount de-

2 termined under the preceding sentence which is not a multiple

3 of $1 shall be rounded to the nearest multiple of $1.'; and

4 "(J) t.he term 'Federal Supplementary Medica]

S Insurance Trust Fund' shall be considered to read 'Fed-

6 eral Hospital Insurance Trust. Fund'.

7 "(e) Payment of the monthly premiums on behalf of

S any individual who meets the conditions of subparagraphs

9 (A) and (B) of paragraph (2) of subsection (a.) and

10 has enrolled for the hospital insurance benefits provided

1.1 under subsection (a) may be made by any public or private

12 agency or organization under a contract or other arrange-.

13 ment entered into between it and the Secretary if the

14 Secretary determines that payment of such premiums under

15 such contract or arrangement is administratively feasible."

16 PART B—IMPROVEMENTS IN THE OPERA.TING EFFECTIVE-

17 NESS OF TILE MEDICARE, MEDICAID, AND MATERNAL

18 AND OmI.1D HEALTH PROGRAMS

19 LIMITATION ON FEDERMJ PARTICIPATION FOR CAPITAL

20 EXPENDITURES

21 SEC. 221. (a) Title XI of the Social Security Act is

22 amended by adding at the end thereof the following new

23 section:

H.R. 17550 6
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1 "LIMITATION ON FEDERAL PARTICIPATION FOR CAPITAL

2 EXPENDITURES

3 "SEC. 1122. (a) The purpose of this section is to assure

4 that Federal funds appropriated under titles V, XVIII, and

5 XIX are not used to support unnecessary capital expendi-

6 tures made by or on behalf of health care facilities which are

7 reimbursed under any of such titles and that, to the extent

8 possible, reimbursement under such titles shall support plan-

9 ning activities with respect to health services and facilities

10 in the various States.

11 "(b) The Secretary, after consultation with the Gover-

12 nor (or other chief executive officer) and with appropriate

13 local public officials, shall make an agreement with any

14 State which is able and willing to do so under which a desig-

15 nated planning agency (which shall be an agency described

16 in clause (ii) of subsection (d) (1) (B) that has a govern-

17 ing body or advisory body at least half of whose members

18 represent consumer interests) will—

19 "(1) make, and submit to the Secretary together

20 with such supprting materiaTs as he may find necessary,

21 findings and recommendations with respeot to capital

22 expenditures proposed by or on behalf of any health care

23 facility in such State within the field of its responsibili-

24 ties, and

25 "(2) receive from other agencies described in
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1 clause (ii) of subsection (d) (1) (B), and submit to the

2 Secretary together with such supporting material as he

3 may find necessary, the findings and recommendations of

4 such other agencies with respect to capital expenditures

proposed by or on behalf of health care facilities in such

State within the fields of their respective responsibilities,

7 whenever and to the extent that the findings of such desig-

S nated agency or any such other agency indicate that any

such expenditure is not consistent with the standards, criteria,

10 or plans developed pursuant to the Public Health Service

11 Act (or the Mental Retardation Facilities and Community

12 Mental Health Centers Construction Act of 1963) to meet

13 the need for adequate health care facilities in the area covered

14 by the plan or plans so developed.

13 "(c) The Secretary shall pay any such State from the

16 Federal Hospital Insurance Trust Fund, in advance or by

17 way of reimbursement as may be provided in the agreement

18 with it (and may make adjustments in such payments on

19 account of overpayments or anderpayments previously

20 made), for the reasonable cost of performing the fanctions

21 specified in subsection (b).

22 "(d) (1) Except as provided in paragraph (2), if the

23 Secretary determines that—

24 "(A) neither the planning agency designated in

25 the agreement described in subsection (b) nor an
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1 agency described in clause (ii) of subparagraph (B) of

2 this paragraph had been given notice of any proposed

3 capital expenditure (in accordance with such procedure

4 or in such detail as may be required by such agency)

5 at least 60 days prior to such expenditure; or

6 "(B) (i) the planning agency so designated or

7 an agency so described had received such timely notice

8 of the intention to make such capital expenditure and

9 had, within a reasonable period after receiving such

10 notice and prior to such expenditure, notified the person

11 proposing such expenditure that the expenditure would

12 not be in conformity with the standards, criteria, or plans

13 developed by such agency or any other agency described

14 in clause (ii) for adequate health care facilities in such

15 State or in the area for which such other agency has

16 responsibility, and

17 "(ii) the planning agency so designated had, prior

18 to submitting to the Secretary the findings referred

19 to in subsection (b), consulted with, and taken into

20 consideration the findings and recommendations of,

21 the State planning agencies established pursuant to

22 sections 314 (a) and 604 (a) of the Public Health Serv-

23 ice Act (to the extent that either such agency is not the

24 agency so designated) as well as the public or nonprofit

25 private agency or organization responsible for the corn-
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1 prehensive regional, metropolitan area, or other local

2 area plan or plans referred to in section 314 (b) of the

Public Health Service Act and covering the area in which

4 the health care facility proposing such capital expendi-

ture is located (where such agency is not the agency

(i designated in the agreement) or, if there is no such

7 agency, such other public or nonprofit private agency

or organization (if any) as performs, as determined

9 in accordance with criteria included in regulations,

10 similar functions;

11 t.hen, for such period as he finds necessary in any case to

12 effectuate the purpose of this section, he 'shall, in determining

13 the Federal payments to be made under titles V, XVIII, and

14 XIX with respect to services furnished in the health care

15 facility for which such capital expenditure is made, not in-

16 dude any amount which is attributable to depreciation, in-

terest on borrowed funds, a return on equity capital (in the

case of proprietary facilities), or other expenses related to

such capital expenditure.

20 "(2) If the Secretary, after submitting the matters in-

21 VolVed to the advisory council established or designated

22 under subsection (i), determines that an exclusion of ex-

23 penses related to any capital expenditure of any health care

24 facility would not be consistent with the effective orgaiilza-

2i tirni and delivery of health services or the effective adminis-



C) P
01)

1. tration of title V, XVIII, or X1X, he shall not exclude such

2 expenses pursuant to paragraph (1).

3 "(e) Where a person obtains under lease or comparable

4 arrangement any facility or part thereof, or equipment for

5 a facility, which would have been subject to an exclusion

6 under subsection (d) if the person had acquired it by pur-

7 chase, the Secretary shall (1) in computing such person's

8 rental expense in determining the Federal payments to he

9 made under titles V, XVIII, and XIX with respect to serv-

10 ices furnished in such facility, deduct. the amount which in his

ii judgment is a reasonal)le equivalent of the amount that would

12 have been excluded if the person had acquired such facility

13 or such equipment by purchase, 'and (2) in computing such

14 person's return on equity capital deduct any amount deposited

15 under the terms of the lease or comparable arrangement.

116 "(f) Any person dissatisfied with a determination by the

17 Secretary under this section may within six months follow-

18 ing notification of such determination request the Secretary

19 to reconsider such determination. A determination by the

20 Secretary under this section shall not be 'subject to adminis-

21 trative or judicial review.

22 "(g) For the purposes of this section, a 'capital expendi-

23 ture' is an expenditure which, under generally accepted

24 accounting principles, is not properly chargeable as an ex-

25 pense of operation and maintenance and which (1) exceeds
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1 $100,000, (2) changes the bed capacity of the facility with

2 respect to which such expenditure is made, or (3) sub-

3 stantially changes the services of the facility with respect to

4 which such expenditure is made. For purposes of clause

5 (1) of the preceding sentence, the cost of th.e studies, sur-

6 veys, designs, plans, working drawings, specifications, and

7 other activities essential to the acquisition, improvement, cx-

S pansion, or replacement of the plant and equipment with

9 respect to which such expenditure is made shall be included

10 in determining whether such expenditure exceeds $100,000.

11 "(h) The provisions of this section shall not apply to

12 Christian Science sanatoriums operated, or listed and certi-

13 fled, by the First Church of Christ, Scientist, Boston, Massa-

14 chusetts.

15 "(i) (1) The Secretary shall establish a national advi-

16 sory council, or designate a.n appropriate existing national

17 advisory council, to advise and assist him in the preparation

18 of general regulations to carry out the purposes of this section

19 and on policy matters arising in the administration of this

20 section, including the coordination of activities tinder this

21 section with those under other parts of this Act or tinder

22 other Federal or federally assisted health programs.

23 "(2) The Secretary shall make appropriate provision

24 for consultation between and coordination of the work of

25 the advisory council established or designated under para.-
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1 graph (1) and the Federal Hospital Council, the National

2 Advisory Health Council, the Health Insurance Benefits

3 Advisory Council, the Medical Assistance Advisory Council,

4 and other appropriate national advisory councils with re-

5 spect to matters bearing on the purposes and administration

6 of this section and the coordination of activities under this

7 section with related Federal health programs.

8 "(3) If an advisory council is established by the Secre-

9 tary under paragraph (1), it shall be composed of members

10 who are not otherwise in the regular full-time employ of the

llJnited States, and who shall be appointed by the Secretary

] 2 without regard to the civil service laws from among leaders

in the fields of the fundamental sciences, the medical sciences,

14 and the organization, delivery, and financing of health

15 care, and persons who a.re State or local officials or are

16 active in community affairs or public or civic affairs or who

17 are representative of minority groups. Members of such ad-

18 visory council, while attending meetings of the council or

19 otherwise serving on business of the council, shall be entitled

20 to receive compensation at rates fixed by the Secretary, but

21 not exceeding the maximum rate specified at the time of

22 such service for grade GS—18 in section 5332 of title 5,

23 United States Code, including traveltime, and while away

24 from their homes or regular places of business they may also

25 be allowed travel expenses, including per diem in lieu of sub-

G sistence, as authorized by section 5703 (b) of such title 5
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1 for persons in the Government service employed inter-

2 mittently."

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

4 only with respect to a capital expenditure the obligation for

5 which is incurred by or on behalf of a health care facility

6 subsequent to whichever of the following is earlier: (A)

7 June 30, 1971, or (B) with respect to any State or any part

S thereof specified by such State, the last day of the calendar

9 quarter in which the State requests that the amendment

10 made by subsection (a) of this section apply in such State

11 or such part thereof.

12 (c) (1) Section 505 (a) (6) of such Act (as amended

13 by section 229 (b) of this Act) is further amended by in-

14 serting ", consistent with section 1122," after "standards"

15 where it first appears.

16 (2) Section 506 of such Act (as amended by sections

17 224(c), 227(d), 230(d), and 235(b) of this Act) is

18 further amended by adding at the end thereof the following

19 new subsection:

20 "(g) For limitation on Federal participation for capital

21 expenditures which are out of conformity with a comprehen-

22 sive plan of a State or areawide planning agency, see see-

23 tion 1122."

24 (3) Clause (2) of the second sentence of section 509

25 (a) of such Aot is amended by inserting ", consistent with

26 section 1122," after "standards".
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1 (4) Section 1861 (v) of such Act is amended by adding

2 at the end thereof the following new paragraph:

3 "(5) For limitation oil Federal participation for capital

4 expenditures which are out of conformity with a compre—

5 hensive plan of a State or areawide planning agency, see

6 section 1122."

7 (5) Section 1902 (a) (13) (D) of such Act (as

8 amended by section 229 (afl) of this Act) is further amended

by inserting ", consistent with section 1122," after "stand-

10 ards" where it first appears.

11 (6) Section 1903 (b) of such Act is amended by add-

12 ing at the end thereof the following new paragraph:

13 "(3) For 1rnitat.ion on Federal participation for capital

14 expenditures which are out of conformity with a compre-

15 hensive plan of a State or areawide planning agency, see

16 section 1122."

17 iIOllT ON PLAN FOR PIIOSIECTIVE REIMBTJEsEMENT;

18 EXPERJMENTS AND DEMONSTRATION PROJECTS TO

19 DEVELOP INCENTIVES FOR ECONOMY IN THE PROVI-

20 SION OF HEALTII SERVICES

21 SEC. 222. (a) (1) The Secretary of Health, Education,

22 and Welfare, directly or through contracts with public or

23 private agencies or organizations, shall develop and carry

24 out experiments and demonstration projects designed to de-

25 termine the relative advantages and disadvantages of various
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1 alternative methods of making payment on a prospective

2 basis to hospitals, extended care facilities, and other pro-

3 viders of services for care and services provided by them

4 under title XVIII of the Social Security Act and under

5 State plans approved under titles XIX and V of such Act,

6 including alternative methods for classifying providers, for

7 establishing prospective rates of payment, and for imple-

8 menting on a. gradual, selective, or other basis the estab-

9 lishment of a prospective payment system, in order to

10 stimulate such providers through positive financial incen-

tives to use their facilities and personnel more efficiently and

12 thereby to reduce the total costs of the health programs

13 involved without adversely affecting the quality of services

14 by containing or lowering t.he rate of increase in provider

15 costs that has been and is being experienced under the exist-

16 ing system of retroactive cost reimbursement.

17 (2) The experiments and demonstration projects devel-

18 oped under paragraph (1) shall be of sufficient scop.e and

19 shall be carried out on a wide enough scale to permit a thor-

20 ough evaluation of the alternative methods of prospective

21 paymePt under consideration while giving a.ssurance that the

22 results derived from the experiments and projects will obtain

23 generally in the operation of the programs involved (without

24 committing such programs to the adoption of any prospective

25 payment system either locally or nationally).
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(3) In the case of any experiment or demonstration

2 project under paragraph (1), the Secretary may waive corn-

3 pliance with the requirements of titles XVIII, XIX, and V

4 of the Social Security Act insofar as such requirements relate

5 to methods of payment for services provided; and costs in-

6 curred in such experiment or project in excess of those which

7 would otherwise be reimbursed or paid under such titles may

S be reimbursed or paid to the extent that such waiver applies

9 to them (with such excess being borne by the Secretary).

10 No experiment or demonstration project shall be developed

or carried out under paragraph (1) until the Secretary ob-

12 tails the advice and recommendations of specialists who are

13 competent to evaluate the proposed experiment or project as

14 to the soundness of its objectives, the possibilities of securing

15 produ.etive results, the adequacy of resources to conduct it,

16 and its relationship to other similar experiments or projects

17 already completed or in process; and no such experiment

18 or project shall be actually placed in operation until a

19 written report containing a full and complete description

20 thereof has been transmitted to the Committee on Ways

21 and Means of the House of Representatives and the Corn-

22 mittee on Finance of the Senate.

23 (4) Grants, payments under contracts, and other cx-

24 penditures made for experiments and demonstration projects

25 under this subsection shall be made from the Federal Hospital
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1 Insurance Trust Fund (established by section 1817 of the

2 Social Security Act) and the Federal Supplementary Medi-

3 cal Insurance Trust Fund (established by section 1841 of

4 the Social Security Act). Grants and payments under con-

5 tracts may be made either in advance or by way of reiin-

6 bursement, as may be determined by the Secretary, and shall

7 be made in such installments and on such conditions as the

8 Secretary finds necessary to carry out the purpose of this

9 subsection. 'With respect to any such grant, payment, or other

10 expenditure, the amount to be paid from each of such trust

11 funds shall be determined by the Secretary, giving due

12 regard to the purposes of the experiment or project involved.

13 (5) The Secretary shall submit to the Congress no later

14 than July 1, 1972, a full report on the experiments and

15 demonstration projects carried out under this subsection and

16 on the experience of other programs with respect to pros-

17 pective reimbursement together with any related data and

18 materials which he may consider appropriate. Such report

19 shall include detailed recommendations with respect to the

20 specific methods which could be used in the full implemen-

21 tation of a system of prospective payment to providers of

22 services under the programs involved.

23 (6) Section 1875 (b) of the Social Security Act is

24 amended by inserting "and t.he experiments and demonstra-
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I tion projects authorized by section 222 (a) of the Social

2 Security Amendments 011970" after "1967".

3 (b) (1) Section 402 (a) of the Social Security Amend-

4 ments of 1967 is amended to read as follows:

5 "(a) (1) rllhe Secretary of Health, Education, and We].

6 fa.re is authorized, either directly or through grants to public

7 or nonprofit pri\'ate agencies, institutions, and organuizations

or contracts with public or private agencies, institutions, and

9 organizations, to develop and engage in experiments and

10 demonstration projects for the following purposes:

11 "(A) to determine whether, and if so which,

12 changes in methods of payment. or reimbursement (other

13 than those dealt with in section 222 (a) of the Social

14 Security Amendments of 1970) for health care and

15 services under health programs established by the Social

16 Security Act, including a change to methods based on

17 negotiated rates, would have the effect of increasing the

18 efficiency and economy of health services under such

19 programs through the creation of additional incentives to

20 these ends without adversely affecting the quality of such

21 services;

22 "(B) to determine whether payments to organiza.-

23 tions and institutions which have the capability of pro-

24 viding comprehensive health care services or services

25 other than those for which payment may be made under
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1 such programs (and which are incidental to services for

2 which payment may be made under such programs)

3 would, in the judgment of the Secretary, result in more

4 economical provision and more effective utilization of

5 services for which payment may be made under such

6 programs;

7 "(C) to determine whether the rates of payment or

8 reimbursement for health care services, approved by a

9 State for purposes of the athninistration of one or more

10 of its laws, when utilized to determine the amount to be

11 paid for services furnished ill such State under the health

12 programs established by the Social Security Act, would

13 have the effect of reducing the costs of such programs

14 without adversely affecting the quality of such services;

15 "(D) to determine whether payments under such

16 programs based on a single combined rate of reimburse-

17 ment or charge for the teaching activities and patient care

18 which residents, interns, and supervising physicians ren-

19 der in connection with a graduate medical education pro-

20 grain in a patient facility would result in more equitable

21 and economical patient care arrangements without ad-

22 versely affecting the quality of such care; and

23 "(E) to determine whether utilization review and

24 medical review mechanisms established on an areawide

25 or communitywide basis would have the effect of provid-
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I ing more effective controls under such programs over

2 excessive utilization of services.

3 For purposes of this subsection, 'health programs established

4 by the Social Security Act' means the program established

5 by title XVIII of such Act, a program established by a plan

6 of a State approved under title XIX of such Act, and a

7 program estaDlisbed by a plan of a State approved under

8 title V of such Act.

9 "(2) Grants, payments under contracts, and other cx-

10 penditures made for experiments and demonstration projects

11 under paragraph (1) shall be made from the Federal los-

12 pital Insurance Trust Fund (established by section 1817

13 of the Social Security Act) and the Federal Supplementary

14 Medical Insurance Trust Fund (established by section 1841

15 of the Social Security Act). Grants and payments under

16 contracts may be made either in advance or by way of reim-

17 bursement, as may be determined by the Secretary, and

18 shall be made in such installments and on such conditions

19 as the Secretary finds necessary to carry out the purpose of

20 this section. With respect to any such grant, payment, or

21 other expenditure, the amount to be paid from each of such

22 trust funds shall be determined by the Secretary, giving

23 due regard to the purposes of the experiment or project

24 involved."

25 (2) Section 402 (b) of such Amendments is amended—
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1 (A) by striking out "experiment" each time it ap-

2 pears arid inserting in lieu thereof "experiment or dem-

3 onstration project";

4 (B) by striking out "experiments" and inserting in

5 lieu thereof "experiments and projects";

6 (C) by striking out "reasonable charge" and insert-

7 ing in lieu thereof "reasonable charge, or to reimburse-

8 ment or payment only for such services or items as may

9 be specified in the experiment"; and

10 (D). by inserting before the period at the end thereof

11 the following: "; and no such experiment or project shall

12 be actually placed in operation until a written report

13 containing a. full and complete description thereof has

14 been transmitted to the Conimittee on Ways and Means

is of the House of Representatives and the Committee on

16 Finance of the Senate".

17 (3) Section 1875 (b) of the Social Security Act is

18 amended by striking out "experimentation" and inserting in

19 lieu thereof "experiments and demonstration projects".

20 LIMITATIONS ON COVERAGE OF COSTS TINDER

21 MEfflOARE PROGRAM

22 SEC. 223. (a) The first sentence of section 1861 (v) (1)

23 of the Social Security Act is amended by inserting immedi-

24 ately before "determined" where it first appears the fol-

H.R. 1755() 7
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lowing: "the cost actually incurred, excluding therefrom any

2 part of incurred cost found to be unnecessary in the efficient

3 delivery of needed health services, and shall be".

4 (b) The third sentence of section 1861 (v) (1) of such

5 Act is amended by striking out the comma after "services"

6 where it last appears and inserting in lieu thereof the follow-

7 ing: ", may provide for the establishment of limits on the
8 direct or indirect overall incurred costs or incurred costs

of specific items or services or groups of items or services

10 to be recognized as reasonable based on estimates of the

costs necessary in the efficient delivery of needed health

12 services to individuals covered by the insurance programs

13 established under this title,".

14 (c) The fourth sentence of section 1861 (v) (1) of such

15 Act is amended by inserting after "services" where it first

16 appears the following: "(excluding therefrom any such costs,

17 including standby costs, which are determined in accordance

18 with regulations to be unnecessary in the efficient delivery

19 of services covered by the insurance programs established

20 under this title) ".

21 (d) The fourth sentence of section 1861 (v) (1) of such

22 Act is further amended by striking out "costs with respect"

23 where they first appear and inserting in lieu thereof the fol-

24 lowing: "necessary costs of efficiently delivering covered

25 services".
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1 (e) Section 18(36 (a) (2) (B) of such Act is amended

2 (1) by inserting "(i)" after "(B)", and (2) by adding

3 at the end thereof the following new clause:

4 "(ii) Where a provider of services customarily fur-

5 nishes an individual items or services which are more ex-

6 pensive than the items or services determined to be neces-

7 sary in the efficient delivery of needed health services under

8 this title and which have not been requested by such mdi-

9 vidual, such provider may also charge such individual or

10 other person for such more expensive items or services to

11 the extent that the costs of (or, if less, the customary charges

12 for) such more expensive items or services experienced by

13 such provider in the second fiscal period immediately pre-

14 ceding the fiscal period in which such charges are imposed

15 exceed the cost of such items or services determined to be

16 necessary in the efficient delivery of needed health services,

17 but only if—

18 "(I) the Secretary has provided notice to the

19 public of any charges being imposed on individuals en-

20 titled to benefits under this title on account of costs in

21 excess of the costs determined to be necessary in the

22 efficient delivery of needed health services under this

23 title by particular providers of services in the area in

24 which such items or services are furnished, and

25 "(II) the provider of services ha.s identified such
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1 charges to such individual or other person, in such man-

2 ncr as the Secretary may prescribe, as charges to meet

3 costs in excess of the cost determined to be necessary hi

4 the efficient delivery of needed health services under this

5 title."

6 (f) Section 1861 (v) of such Act (as ameiided by see-

7 tion 221 (c) (4) of this Act) is further amended by redesig-

8 nating paragraphs (4) and (5) as paragraphs (5) and (6),

9 respectively, and by inserting after paragraph (3) the follow-

10 ing new paragraph:

11 "(4) If a provider of services furnishes items or services

12 to an individual which are in excess of or more expensive

13 than the items or services determined to be necessary in the

14 efficient delivery of needed health services and charges are

15 imposed for such more expensive items or services under the

16 authority granted in section 1866 (a) (2) (B) (ii), the

17 amount of payment with respect to such items or services

18 otherwise due such provider in any fiscal period shall be re-

19 duced to the extent that such payment pius such charges

20 exceed the cost actually incurred for such items or services in

21 the fiscal period in which such charges are imposed."•

22 (g) Section 1866 (a) (2) of such Act is amended by

23 adding at the end thereof the following new subpara-

24 graph:

25 "(D) Where a provider of services customarily fur-
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1 nishes items or services which are in excess of or more

2 expensive than the items or services with respect to which

3 payment may he made tinder this title, such provider,

4 notwithstanding the preceding provisions of this paragraph,

5 may not, under the authority of section 1866 (a) (2) (B)

6 (ii), charge any individual or other person any amount for

7 such items or services in excess of the amount of the payment

8 which may otherwise be made for such items or services

9 under this title if the admitting physician has a direct or

10 indirect financial interest in such provider."

ii (h) The amendments made by this section shall be

12 effective with respect to accounting periods beginning after

the date of the enactment of this Act.

14 LIMITS ON PREVAILING CHAEGE LEVELS

SEC. 224. (a) Section 1842 (b) (3) of the Social Secu-

IG rity Act is amended by adding at the end thereof the following

17 new sentences: "No charge may be determined to be reason-

able under this part. for services rendered after June 30,

1970, and before July 1, 1971, if it exceeds the higher of

21) (i) the prevailing charge recognized by the carrier for simi-

21 lar services in the same locality in administering this part

on June 30, 1970, or (ii) the prevailing charge level that,

on the basis of statistical data and methodology acceptable

24 to the Secretary, would cover 75 percent of tite customary

25 charges made for similar services in the same locality during
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1 the calendar year 1969. With respect to services rendered

2 after June 30, 1971, the charges recognized as prevailing

3 within a locality may be increased in any fiscal year only

4 to the extent found necessary, on the basis of statistical data

5 and methodology acceptable to the Secretary, to cover 75

6 percent of the customary charges made for similar services in

7 the same locality during the last preceding elapsed calendar

8 year but may not be increased (in the aggregate) beyond the

) levels described in clause (ii) of the preceding sentence ex-

10 cept to the extent that the Secretary finds, on the basis of ap-

11 propriate economic index data, that such adjustments a.re

12 justified by economic changes. In the case of medical services,

13 supplies, and equipment that, in the judgment of the Sec-

1.4 retary, do not generally vary significantly in quality from

15 one supplier to another, the charges incurred after June 30,

16 1970, determined to be reasonable may exceed the lowest

17 charge levels at which such services, supplies, and equipment

18 are widely available in a locality only to the extent and under

19 the circumstances specified by the Secretary."

20 (b) Section 1903 of such Act is amended by adding

21 at the end thereof the following new subsection:

22 "(g) Payment under the preceding provisions of this

23 section shall not be made with respect to any amount paid

24 for items or services furnished under the plan after June

25 30, 1970, to the extent that such amount exceeds the charge
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1 which would be determined to be reasonable for such items

2 or services under the third, fourth, and fifth sentences of see-

3 tion 1842 (1) (3) ."

4 (c) Section 506 of such Act is amended by adding

at the end thereof the following new subsection:

6 "(f) Notwithstanding the preceding provisions of this

section, no payment shall be made to any State thereunder

8 with respect to any amount paid for items or services

furnished under the plan after June 30, 1970, to the extent

10 that such amount exceeds the charge which would be deter-

mined to be reasonable for such items or services under the

12 third, fourth, and fifth sentences of section 1842 (b) (3) ."

13 ESTABLISHMENT OF INCENTIVES FOR STATES TO EMPHA-

14 SIZE OUTPATIENT CARE UNDER MEDICAID PROGRAMS

15 SEc. 225. (a) (1) Section 1903 of the Social Security

16 Act (as amended by section 228 of this Act) is further

17 amended by inserting after subsection (d) the following new

is subsection:

19 " (e) The amount determined under subsection (a.)

20 (1) for any State shall be adjusted as follows:

21 "( 1) With respect to the following services fur-

22 nished under the State plan after December 31, 1970, the

23 Federal medical assistance percentage shall be increased

24 by 25 per centum thereof, except that the Federal medi-
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1 cal assistance percentage as so increased may iiot exceed

2 95 per centum:

3 " (A) outpatient liopitaJ services and clinic

4 services (other than physical therapy services)

5 and

6 "(B) home health care serces (other than

7 physical therapy services) ; and

8 "(2) with respect to the following servIces fur-

9 nished under the Stat.e plan after Peceinler 1 1970.

10 the Federal medical assistance percentage shall be de-

11 creased as follows:

12 " (A) after an individual has received inpatient

13 hospital services (including services furnished in an

14 institution for tuberculosis) on sixty days (whether

15 or riot such days are consecutive) during utv caleii-

16 dar year ( which br pu I•poscs ol this sertu)n nwa us

17 the four (' leinlar (hIiaI'tcrs ciidiiu with Juue :fl)

1. the F1edei'a I llIe(hcal )t'I ('lLtage \vil Ii

19 spect to aiiy such services futriiislicd thereafter to

such iiidividual in the same calendar year shall he

21 decreased by 33* per centum thereof;

22 "(B) after an individual has received care as an

23 inpatient iii a skilled nursing home on ninety days

24 (whether or not such days are consecutive) during

2 any calendar year, the Federal medical assistance
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1 percentage with respect to any such care furnished

2 thereafter to such individual in the same calendar

3 year shall be decreased by 33 per centum thereof;

4 and

"(C) after an individual has received inpatient

6 services in a hospital for mental diseases on ninety

days occurring after December 31, 1970 (whether

8 or not such days are consecutive) , the Federal

medical assistance percentage with respect to any

10 such services furnished to such individual on an

11 additional two hundred and seventy-five days

12 (whether or not such days are consecutive) shall be

decreased by 33* per ceriturn thereof arid no pay-

14 ment may be made under this title for any such

15 services furnished to such individual on any day

after such two hundred and seventy—five days.

17 In detennining the number of days on which an individual

18 has received services described in this subsection, there

19 shall not be counted any days with respect to which such

20 individual is entitled to have payments made (in whole or

21 in part) on his behalf under section 1812."

22 (2) Section 1903 (a) (1) of such Act is amended by

23 inserting ", subject to subsection (e) of this section" after

24 "section 1905 (b) ".
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1 (h) (1) Section 1121 of such Act is amended by adding

2 at the end thereof the following new subsection:

3 "(f) (1) If the Secretary determines for any calendar

4 quarter beginning after December 31, 1970, with respect to

5 any State that there does not exist a reasonable cost differ-

6 ential between the cost of skilled nursing home services and

7 the cost of intermediate care facility services in such State,

8 the Secretary may reduce the arnouit which would otherwise

9 be considered as expenditures for which payment may be

10 made under subsection (c) by an amount which in his judg-

ment is a reasonable equivalent of the difference between the

12 amount of the expenditures by such State for intermediate

13 care facility services and the amount thaI would have been

14 expended by such State for such services if there had been a

15 reasonable cost differential between the cost of skilled nursing

16 home services and the cost of intermediate care facility

17 services.

18 "(2) In determining whether any such cost differential

19 in any State is reasonable the Secretary shall take into con-

20 sideration the range of such cost differentials in all States.

21 "(3) For the purposes of this subsection, the term 'cost

22 differential' for any State for any quarter means, as deter-

23 mined by the Secretary on the basis of the data for the most

24 recent calendar qi.rnrter for which satisfactory data are avail-

25 able, the excess of—
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I "(A) the average amount. paid in such State (re-

2 gardless of the source of payment) per inpatient day

3 for skilled nursing home services, over

4 "(B) the average amount paid in such State (re-

5 gardless of the source of payment) per inpatient day

6 for intermediate care facility services."

7 (2) Section 1121 (e) of such Act is amended by adding

8 at the end thereof t.he following new sentence: "Effective

9 Jaiiiiarv 1, 1971 . 'the term 'ntermediate care facility' shall

10 ii 01 include any public institution (or distinct pait thereof)

for mcii tal diseases or mental defects."

12 PAYMENT FOR SERVICES OF TE.ACITTNG PHYSTCIANS UNDER

13 MEDICARE PROGRAM

14 SEC. 226. (a) (1) Section 1833(a) (1) of the Social

15 Security Act is. amended by striking out "and" before "(B) ",

16 and by inserting before the semicolon at the end thereof the

17 following: ", and (C) with respect to expenses incurred for

18 services which are furnished to a patient of a hospital by a

19 physician and for which payment may be made under this

20 part, the amounts paid shall be equal to 100 percent of the

21 reasonable cost, to the hospital or other medical service orga-

22 nization incurring such cost., of such services if (i) (I) such

23 services are furnished under circumstances comparable to the

24 circumstances under which similar services are furnished to
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1 all persons, or all members of a class of persons, who are

2 patients in such hospital and who are not covered by the

3 insurance program established by this part (and not covered

4 under a State plan approved under title XIX), and (II)

5 none of such persons, or members of such class of persons,

6 are required to pay the reasonable charges for such similar

7 services even when they have private insurance covering

8 such similar services (or are otherwise able to pay reasonable

9 charges for all such similar services as determined in accord—

10 ance with regulations) , or (ii) (I) none of the patients

in such hospital who are covered by such program are

12 required to pay any charges for services fnrnshed by

13 ph.ysiciars, or (II) such patients are required to pay reason—

14 able charges for such services hut payment of the deductible

15 and coinsurance applicable to such services is not obtained

16 from or on behalf of some or all of them, in addition to the

.17 portion of such charges payable as insurance benefits under

18 us part, even though they have private insurance covering

19 such scrvlces (or are otherwise able to pay reasonable

20 charges for all such services as determined in accordance with

regulations)

22 (2) The first sentence of section 1833 (b) of such Act

23 is amended by striking out "and" before "(2)", a.nd by in-

24 serting before the period at the end thereof tile following:

2 and (3) such total amount shall not include expenses hi—
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1 curred for services to'which clause (C) of subsection (a) (1)

2 applies."

3 (b) Section 1861 (v) (1) of such Act is amended—

4 (1) by inserting "(A)" after "(1)";

5 (2) by strikuig out "(A) take" and "(B) pro—

6 vide'' and inserting in lieu thereof '' (i) take" and "(ii)

7 provide", respectively.

8 (3) by inserting "(B)" immediately preceding

9 "Such regulations in the case of extended care services";

10 and

U. (4) by adding at the end thereof the following new

12 subparagraph:

13 "(C) Where a hospital has an arrangement with a

14 medical school under which the faculty of such school pro-

15 vides services at such hospital and under which reimburse-

16 ment to such school by such hospital is less than the reason-

17 able cost of such services to the medical school, the reasonable

18 cost of such services to the medical school shall be included

19 in determining the reasonable cost to the hospital of furnish-

20 ing services for which payment may be made under part A,

21 but only if—

22 "(i) payment for such services as furnished under

23 such arrangement would be made under part A to the

24 hospital if such services were furnished by the hospital,

and
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.1 "(ii) such hospital pays to the medical school the

reasonable cost of such services to the medical school.

3 (c) (1) The amendments made by subsection (a) shall

4 apply with respect to bills submitted and requests for pay-

5 ment made after the date of the enactment of this Act.

6 (2) The amendments made by subsection (b) shall be

7 effective with respect to accounting periods beginning after

8 the date of the enactment of this Act.

9 AUTHORITY OF SJCRETARY TO TERMINATE PAYMENTS

10 TO SUPPLIERS OF SERVICES

11 SEC. 227. (a) Section 1862 of the Social Security Act

12 (as amended by section 201 of this Act) is further amended

13 by adding at the end thereof the following new subsection:

14 "(d) (1) No payment may be made under this title

15 with respect to any item or services furnished to an individ-

16 ual by a person where the Secretary determines under this

17 subsection that such person—

18 "(A) has made, or caused to be made, any false

19 statement or representation of a material fact for use in

20 an application for payment under this title or for use in

21 determining the right to a payment under this title;

22 "(B) has submitted, or caused to be submitted, bills

or requests for payment under this title containing

24 charges (or in applicable cases requests for payment of

25 costs to such person) for services rendered which the
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1 Secretary finds, with the concurrence of the appropriate

2 program review team appointed pursuant to paragraph

3 (4), to be substantially in excess of such person's cus-

4 tomary charges (or in applicable cases substantially in

5 excess of such person's costs) for such services, unless

6 the Secretary finds there is good cause for such bills or

7 requests containing such charges (or in applicable cases,

8 such costs) ; or

9 "(C) has furnished services or supplies which are

10 determined by the Secretary, with the concurrence

11 of the members of the appropriate program review team

12 appointed pursuant to paragraph (4) who are physi-

13 cians or other professional personnel in the health care

14 field, to be substantially in excess of the needs of mdi-

15 viduals or to be harmful to individuals or to be of a

16 grossly inferior quality.

17 "(2) A determination made by the Secretary under

18 this subsection shall be effective at such time arid upoii such

19 reasonable notice to the public and to the person furnishing

20 the services involved as may be specified in regulations. Such

21 determination shall be effective with respect to services fur-

22 nished to au individual on or after the effective date of such

23 determination (except that in the case of inpatient hospital

24 services, posthospital extended care services, and home
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1 health services such determination shall be effective in the

2 manner provided in section 1866 (b) (3) and (4) with

3 respect to terminations of agreements), and shall remain in

4 effect until the Secretary finds and gives reasonable notice

5 to the public that the basis for such determination has been

6 ren1oved and that there is reasonable assurance that it will

7 not recur.

8 "(3) Any person furnishing services described in para—

9 graph (1) who is dissatisfied with a determination made by

10 the Secretary under this subsection shall be entitled to rca-

11 sonable notice and opportunity for a hearing thereomi by

12 the Secretary to the same extent as is provided in section

13 205 (b), and to judicial review of the Secretary's final dcci-

14 sion after such hearing as is provided in section 205 (g).

15 "(4) For the purposes of paragraph (1) (B) and (C)

16 of this subsection, and clause (F) of section 1866 (b) (2),

17 the Secretary shall, after consultation with appropriate State

18 and local professional societies, the appropriate carriers and

19 intermediaries utilized in the adniinistration of this title, and

20 consumer representatives familiar with the health needs of

21 residents of the State, appoint one or more program review

22 teams (composed of physicians, other professional personnel

23 in the health care field, and consumer representatives) in

24 each State which shall, among other things—

25 "(A) undertake to review such statistical data on
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1 program utilization as may be submitted by the

2 Secretary,

3 "(B) submit to the Secretary periodically, as may

4 be prescribed in regulations, a report on the results of

5 such review, together with recommendations with respect

6 thereto,

7 "(C) undertake to review particular cases where

8 there is a likelihood that the person or persons furnishing

9 services and supplies to individuals may come within the

10 provisions of paragraph (1) (B) and (C) of this sub-

11 section or clause (F) of section 1866 (b) (2), and

12 "(D) submit to the Secretary periodically, as may

13 he prescribed in regulations, a report of cases reviewed

1.4 pursuant to subparagraph (C) along with an analysis of,

15 and recommendations with respect to, such cases."

16 (b) Section 1866(b) (2) of such Act is amended by

17 striking out the period at the end thereof and inserting in

18 lieu thereof the following: ", or (D) that such provider

19 has made, or caused to be made, any false statement or rep-

20 resentation of a material fact for use in an application for

21 payment under this title or for use in determining the right

22 to a payment under this title, or (E) that such provider

23 has submitted, or caused to be submitted, requests for pay-

24 ment under. this title of amounts for rendering services sub-

I[LR. 17550 8
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1 stantially in excess of the costs incurred by such provider

2 for rendering such services, or (F) that such provider has

3 furnished services or supplies which are determined by the

4 Secretary, with the concurrence of the members of the

5 appropriate program review team appointed pursuant to

6 section 1862 (d) (4) who are physicians or other profes-

7 sional personnel in the. health care field, to be substantially

8 in excess of the needs of individuals or to be harmful to

9 individuals or to be of a grossly inferior quality."

10 (c) Section 1903 (g) of such Act (as added by section

11 224 (b) of this. Act) is further amended by striking out "shall

12 not be made" and all that follows and inserting in lieu thereof

13 the following: "shall not be made—

14 "(1) with respect to any amount paid for items or

15 services furnished under the plan after June 30, 1970, to

16 the extent that such amount exceeds the charge which

17 would be determined to be reasonable for such items or

18 services under the third, fourth, and fifth sentences of

19 section 1842 (b) (3) ; or

20 "(2) with respect to any amount paid for services

21 furnished under the plan after June 30, 1970, by a pro-

22 vider or other person during a.ny period of time, if pay-

23 ment may not be made under tiLle XVIII with respect

24 to services furnished by such provider or person during
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1 such period of time solely by reason of a determination

2 by the Secretary under section 1862 (d) (1) or under

clause (D), (E), or (F) of section 1866 (b) (2) ."

(d) Section 506 (1) of such Act (as added by section

224 (c) of this Act) is further amended by striking out "no

6 payment shall be made" and all that follows and inserting in

7 lieu thereof the following: "no payment shall be made to

8 any State thereunder—

9 "(1) with respect to any amount paid for items

10 or services furnished under the plan after June 30, 1970,

to the extent that such amount exceeds the charge which

12 would be determined to be reasonable for such items or

13 services under the third, fourth, and fifth sentences of

14 section 1842(b) (3) ; or

15 "(2) with respect to any amount paid for services

16 furnished under the plan after June 30, 1970, by a

provider or other person during any period of time, if

18 payment may not be made under title XVIII with

19 respect to services furnished by such provider or person

20 during such period of time solely by reason of a determi-

21 nation by the Secretary under section 1862 (d) (1) or

22 under clause (D), (E), or (F) of section 1866 (b)

23 (2)."
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1 ELIMINATION OF REQUIREMENT THAT STATES MOVE

2 TOWARD COMPREHENSIVE MEDICAID PROGRAMS

3 SEC. 228. Section 1903 (e) of the Social Security Act,

4 and section 2 (b) of Public Law 91—56 (approved August

5 9, 1969), are repealed.

6 DETERMINATION OF REASONABLE COST OF INPATIENT

7 HOSPITAL SERVICES UNDER MEDICAiD AND MATERNAL

8 AND CHILD KEALTU PROGRAMS

9 SEC. 229. (a) Section 1902 (a) (13) (D) of the Social

10 Security Act is amended to read as follows:

11 "(D) for payment of the reasonable cost of in-

12 patient hospital services provided under the plan, as

13 determined in accordance with methods and stand-

14 ards which shall be developed by the State and in-

15 eluded in the plan and shall not result in any part

16 Of the cost of any such services provided to mdi-

17 viduals covered by the plan being borne by mdi-

18 viduals not so covered or in any part of the cost

19 of any such services provided to individuals not so

20 covered being borne by the plan, except that the

21 reasonable cost of any such services as determined

22 under such methods and standards shall not exceed

23 the amount which would be determined under

24 section 1861 (v) as the reasonable cost of such

25 services for purposes of title XVIII;".
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1 (b) Section 505 (a) (6) of such Act is amended to read

2 asfoliows:

3 "(6) provides for payment of the reasonable cost of

4 inpatient hospital services provided, under the plan, as

5 determined in accordance with methods and standards

6 which shall be developed by the State and included in the

7 planandshallnotresultinanypartofthecostofMly

8 such services provided to individuals covered by the plan

9 being borne by individuals not so covered or in any part

10 of the costs of any such services provided to individuals

11 not so covered being borne by the plan, except that the

12 reasonable cost of any such services as determined under

13 such methods and standards shall not exceed the amount

14 which would be determined under section 1861 (v) as

15 the reasonable cost of such services for purposes of title

16 XVIII;".

17 (c) The amendments made by this section shall be

18 effective July 1, 1971 (or earlier if the State plan so pro-

19 vides).

20 AMOUNT OP PATMBNTS wnaicS OUSTO'f AR OHABOTS 'FOB

21 $3ftflOBS 'FURBISHED ABE Ti1R THAN 1tRARONABTiB

22

23 SBo. 230. (a) Section 1814 (b) of the Social Security

24 ActisamendedtoreadasfOflOws:
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1 "Amount Paid to Providers

2 "(b) The amount paid to any provider of services with

3 respect to services for which payment may be made under

4 this part shall, subject to the provisions of section 1813,

5 be—

6 "(1) the lesser of (A) the reasonable cost of such

7 services, as determined under section 1861 (v), or (B)

8 the customary charges with respect to such services; or

9 "(2) if such services are furnished by a public

10 provider of services free of charge or at nominal charges

11 to the public, the amount determined on the basis of

12 those items (specified in regulations prescribed by the

13 Secretary) included in the determination of such reason-

14 able cost which the Secretary finds will provide fair corn-

15 pensation to such provider for such services."

16 (b) Section 1833 (a) (2) of such Act is amended to

17 read as follows:

18 "(2) in the case of services described in section

19 1832 (a) (2) —80 percent of—

20 "(A) the lesser of (i) the reasonable cost of

21 such services, as determined under section 1861 (v),

22 or (ii) the customary charges with respect to such

23 services; or

24 "(B) if such services are furnished by a public

25 provider of services free of charge or at nominal
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1 charges to the public, the amount determined in

2 accordance with section 1814 (b) (2) ."

3 (c) Section 1903 (g) of such Act (as added by section

4 224 (b) and amended by section 227 (c) of this Act) is fur-

5 ther amended by striking out the period at the end of para-

6 graph (2) arid inserting in lieu thereof "; or", and by

7 adding after paragraph (2) the following new paragraph:

8 "(3) with respect to any amount expended for in-

9 patient hospital services furnished under the plan to the

10 extent that such amount exceeds the hospital's customary

11 charges with respect to such services or (if such services

12 are frunished under the plan by a public institution free

13 of charge or at nominal charges to the public) exceeds

14 an amount determined on the basis of those items (speci-

15 fled in regulations prescribed by the Secretary) included

16 in the determination of such payment which the See-

17 retary finds will provide fair compensation to such insti-

18 tution for such services."

19 (d) Section 506 (f) of such Act (as added by section

20 224 (c) a.nd amended by section 227 (d) of this Act) is

21 further amended by striking out the period at the end of para—

22 graph (2) and inserting in lieu thereof "; or", and by

23 adding after paragraph (2) the following new paragraph:

24 "(3) with respect to any amount expended for in-

25 patient hospital services furnished under the plan to the
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1 extent that such amount exceeds the hospital's customary

2 charges with respect to such services or (if such services

3 are fumished under the plan by a public institution free

4 of charge or at nominal charges to the public) exceeds

5 an amount detennined on the basis of those items (speci-

6 fled in regulations prescribed by the Secretary) in-

7 cluded in the determination of such payment which the

8 Secretary finds will provide fair compensation to such

9 institution for such services."

10 (e) Clause (2) of the second sentence of section 509 (a)

11 of such Act (as amended by section 221 (c) (3) of this Act)

12 is further amended by inserting "(A)" before "the reason-

.13 able cost", and by inserting after "under the project," the fol-

14 lowing: "or (B) if less, the customary charges with respect

15 to such services provided tinder the project, or (C) if such

16 services are furnished under the project by a public institu-

17 tion free of charge or at iiominal charges to the public, an

18 amount determined on the basis of those items (specified in

19 regulations prescribed by the Secretary) included in the

20 determination of such reasonable Cost which the Secretary

21 finds will provide fair compensation to such institution for

22 such services".

23 (f) The amendments made by subsections (a) and (b)

24 shall apply to services furnished by hospitals and extended

25 care facilities in accounting periods beginning after June 30,
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1 1970,. and to services furnished by home health agencies in

2 accounting periods beginning after June 30, 1970. The

3 amendments made by subsections (c), (d), and (e) shall

4 apply with respect to services furnished in calendar quarters

5 beginning after June 30, 1970.

6 INSTITUTIONAL PLANNING UNDER MEDICARE PROGRAM

7 SEC. 231. (a) The first sentence of section 1861 (e) of

8 the Social Security Act is amended—

9 (1) by striking out "and" at the end of paragraph

10 (7);

11 (2) by redesignating paragraph (8) as paragraph

12 (9) ;and

13 (3) by inserting after paragraph (7) the following

14 new paragraph:

15 " (8) has in effect au overal] plan and budget that

i.G meets the requirements of subsection (z) ; and".

17 (b) Section 1861 (f) (2) of such Act is amended to

18 read as follows:

19 "(2) satisfies the requirements of paragraphs (3)

20 through (9) of subsection (e) ;".

21 (c) Section 1861 (g) (2) of such Act is amended to

22 read as follows:

23 "(2) satisfies the requirements of paragraphs (3)

24 through (9) of subsection (e) ;".
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1 (d) The first sentence of section 1861 (j) of such Act

2 is amended—

3 (1) by striking out "and" at the end of paragraph

4 (9);

5 (2) by redesignating paragraph (10) as paragraph

6 (11);and

7 (3) by inserting after paragraph (9) the following

8 new paragraph:

9 "(10) has in effect an overall plan and budget

10 that meets the requirements of subsection (z) ; and".

11 (e) Section 1861 (o) of such Act is amended—

12 (1) by striking out "and" at the end of paragraph

13 (4);

14 (2) by redesigna.ting paragraph (5) as paragraph

15 (6);and
16 (3) by inserting after paragraph (4) the following

17 new paragraph:

18 "(5) has in effect an overall plan and budget that

19 meets the requirements of subsection (z) ; and".

20 (f) Section 1861 of such Act is further amended by

21 adding at the end thereof the following new subsection:

22 "Institutional Planning

23 "(z) An overall plan and budget of a hospital, extended

24 care facility, or home health agency shall be considered suffi-

25 cient if it,—
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1 "(1) provides for an annual operating budget

2 which includes all anticipated income and expenses re-

3 lated to items which would, under generally acëepted ac-

4 counting principles, be considered income and expense

5 items;

6 "(2) provides for a capital expenditures plan for at

7 least a 3-year period (including the year to which the

8 operating budget described in subparagraph (1) is ap-

9 plicable) which includes and identifies in detail the an-

10 ticipated sources of financing for, and the objectives of,

11 each anticipated expenditure in excess of $100,000 re-

12 lated to the acquisition of land, the improvement of land,

13 buildings, and equipment, and the replacement, modern-

14 ization, and expansion of buildings and equipment which

15 would, mder generally accepted accounting principles,

16 be considered capital items;

17 "(3) provides for review and updating at least

18 annually; and

19 "(4) is prepared, under the direction of the gov-

20 erning body of the institution or agency, by a committee

21 consisting of representatives of the governing body, the

22 administrative staff, and the medical staff (if any) of

23 the institution or agency."

24 (g) (1) Section 1814(a) (2) (0) and section 1814
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1 (a) (2) (D) of such Act are each amended by striking out

2 "and (8) "and inserting in lieu thereof "and (9) ".

3 (2) Section 1863 of such Act is amended by striking

4 ou "subsections (e) (8), (f) (4), (g) (4), (j)1O), and

5 (o) (5)" and inserting in lieu thereof "subsections (e) (9),

6 (f) (4), (g) (4), (j) (11),and (o) (6)".

7 (h) Section 1865 of such Act is amended—

8 (1) by striking out "(except paragraph (6)

9 thereof)" in the first sentence and inserting in lieu

10 thereof "(except paragraphs (6) and (8) thereof) ",

11 and

12 (2) by striking out the second sentence and insert-

13 ing in lieu thereof the following: "If such Commission,

14 as a condition for accreditation of a hospital, (1) re-

15 quires a utilization review plan as defined in section

16 1861 (k) or imposes another requirement which serves

17 substantially the same purpose, or (2) requires insti-

18 tutional plans as defined in section 1861 (z) or imposes

19 another requirement which serves substantially the

20 same purpose, the Secretary is authorized to find that

21 all institutions so accredited by the Commission comply

22 also with section 1861 (e) (6) or 1861 (e) (8), as the

23 case may be."

24 (i) The amendments made by this section shall apply

25 with respect to any provider of services for fiscal years (of



125

1 such provider) beginning after the fifth month following

2 the month in which this Act is enacted.

PAYMENTS TO STATES UNDER MEDICAID PROGRAMS FOR

4 INSTALLATION AND OPERATION OF CLAIMS PROC-

5 ESSING AND INFORMATION RETRIEVAL SYSTEMS

6 SEC. 232. (a) Section 1903 (a) of the Social Security

7 Act is amended by redesignating paragraph (3) as para-

8 graph (4), a.nd by inserting after paragraph (2) the

following new paragraph:

10 "(3) an amount equal to—

11 "(A) 90 per centiim of so much of the sums

12 expended during such quarter as are attributable

13 to the design, development, or installation of such

14 mechanized claims processing and information re-

15 trieval systems as the Secretary determines are

16 likely to provide more efficient, economical, and

17 effective administration of the plan and to be corn-

patible with the claims processing and information

19 retrieval systems utilized in the administration of

20 title XVIII, including the State's share of the cost

21 of installing such a system to be used jointly in the

22 administration of such State's plan and the plan of

23 any other State approved under this title, and

21 "(B) 75 per centum of so much of the sums

expended during such quarter as are attributable to
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1 the operation of systems of the type described in

2 suhparagraph (A) (whether or not designed, de-

3 veloped, or installed with assistance under such sub-

4 paragraph) which are approved by the Secretary

5 and which include provision for prompt written

6 notice to each individual who is furnished services

7 covered by the plan of the specific services so coy-

8 ered, the name of the person or persons furnishing

9 the services, the date or dates on which the services

10 were furnished, and the amount of the payment or

11 payments made under the plan on account of the

12 services; plus".

13 (b) The amendments made by subsection (a) shall

14 apply with respect to expenditures under State plans ap-

15 proved under title XIX of the Social Security Act made

16 after June 30, 1970.

17 ADVANCE APPROVAL OF EXTENDED CARE AND HOME

18 IuiATH COVERAGE TINDER MEDICARE PROGRAM

19 SEC. 233. (a) Section 1862 of the Social Security Act

20 (as amended by sections 201 and 227 (a) of this Act) is

21 further amended by adding at the end thereof the following

22 new subsection:

23 "(e) (1) In any case where post-hospital extended care

24 services or post-hospital home health services are furnished

25 to an individual and—
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1 "(A) a physician provides the certification referred

2 to in subparagraph (0) or (D) of section 1814 (a)

3 (2), as the case may be, and the condition of the mdi-

4 vidual with respect to which such certification is made is

a condition designated in regulations,

6 "(B) such physician (in the case of such extended

7 care services) submitted to the extended care facility

8 which is to provide such services, prior to the admission

of such individual to such facility, a plan for the furnish..

10 ing of such services, or (in the case of such home health

11 services) submitted to the home health agency which

12 is to furnish such services, prior to the first visit to such

13 individual, a plan specifying the type and frequency of

14 the services required, and,

15 "(0) there is compliance with such other require-

16 ments and procedures as may be specified in regulations,

the provisions of paragraphs (1) and (9) of subsection (a)

18 shall not apply (except as may be provided in seetion 1814

19 (a) (7)) for such periods of time, with respect to such

20 conditions of the individual, as may be prescribed in regu-

21 lations.

22 "(2) In specifying the conditions included under parar

23 graph (1) and the periods for which paragraphs (1) and

24 (9) of subsection (a) shall not apply, the Secretary shall

25 take into account the medical severity of such conditions,
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1 the period over which such conditions generally require the

2 services specified in subparagraphs (C) and (D) of section

3 1814 (a) (2), the length of stay in an institution generally

4 needed for the treatment of such conditions, and such other

5 factors affecting the type of care to be provided as the

6 Secretary deems pertinent.

7 "(3) If the Secretary determines with respect to a

8 physician that such physician is submitting with some fre-

9 quency (A) erroneous certifications that individuals have

10 conditions designated in regulations as provided in this sub-

11 section or (B) plans for providing services which are

12 inappropriate, the provisions of pa.ragraph (1) shall not

13 apply, after the effective date of such determination, in any

14 case in which such physician submits a certification or plan

15 referred to in subparagraph (A) or (B) of such paragraph."

16 (b) The amendments made by this section shall be

17 effective with respect to admissions to extended care facili-

18 ties, and home health plans initiated, on or after January

19 1, 1971.

20 PROHIBITION AGAINST REASSIGNMENT OF CLAIMS TO

21 BENEFITS

22 SEc. 234. (a) Section 1842 (b) of the Social Security

23 Act is amended by adding it the end thereof the following

24 new paragraph:

25 "(5) No payment under this part for a service provided
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1 to any individual shall (except as provided in section 1870)

2 be made to anyone other than such individual or (pursuant

3 to an assignment described in subparagraph (B) (ii) of

4 paragraph (3)) t.he physician or other person who provided

5 the service, except that payment may be made (A) to the

6 employer of such physician or other person if such physiQian

7 or other person is required as a condition of his employment

8 to turn over his fee for such service to his employer, or (B)

9 (where the service was provided in a hospital, clinic, or

10 other facility) to the facility in which the service was pro-

11 vided if there is a contractual arrangement between such

12 physician or other person and such facility under which such

13 facility submits the bill for such service."

14 (b) Section 1902 (a) of such Act is amended—

15 (1) by striking out "and" at the end of paragraph

16 (29)

17 (2) by striking out the period at the end of para-

18 graph (30) and inserting in lieu thereof "; and"; and

19 (3) by inserting after paragraph (30) the follow-

20 ing new paragraph:

21 "(31) provide that no payment under the plan for

22 any care or service provided to an individual by a phy-

23 sician, dentist, or other individual practitioner shall be

24 made to anyone other than such individual or such phy-

ILR. 17550———9
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1 sician, dentist, or practitioner, except that payment may

2 be made (A) to the employer of such physician, dentist,

3 or practitioner if such physician, dentist, or practitioner is

4 required as a condition of his employment to turn over

5 his fee for such care or service to his employer, or (B)

6 (where the care or service was provided in a hospital,

7 clinic, or other facility) to the facility in which the care

8 or service was provided if there is a contractual arrange-

9 ment between such physician, dentist, or practitioner and

10 such facility under which such facility submits the bill

11 for such care or service."

12 (c) The amendment made by subsection (a) shall ap-

13 ply with respect to bills submitted and requests for payments

14 made after the date of the enactment of this Act. The

15 amendments made by subsection (b) shall be effective

16 July 1, 1971 (or earlier if the State plan so provides).

17 UTILIZATION REVIEW REQUIREMENTS FOR HOSPITALS AND

18 SKILLED NURSING HOMES UNDER MEDICAID AND MA-

19 TERNAL AND CHILD HEALTH PROGRAMS

20 SEC. 235. (a) (1) Section 1903 (g) of the Social Se-

21 curity Act (as added by section 224 (b) and amended by

22 sections 227 (c) and 230 (c) of this Act) is further amended

23 by striking out the period at the end of paragraph (3) and

24 inserting in lieu thereof "; or", and by adding after para-

25 graph (3) the following new paragraph:
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1 "(4) with respect to any amount expended for care

2 or services furnished under the plan by a hospital or

3 skilled nursing home unless such hospital or skilled nurs-

4 ing home has in effect a utilization review plan which

5 meets the requirements imposed by section.1861 (k) for

6 purposes of title XVIII; and if such hospital or skilled

7 nursing home has in effect such a utilization review plan

8 for purposes of title XVIII, such plan shall serve as the

9 plan required by this subsection (with the same stand-

10 ards and procedures and the same review committee or

11 group) as a condition of payment under this title."

12 (2) Section 1902 (a) (30) of such Act is amended by

13 inserting "(including but not limited to utilization review

14 plans as provided for in section 1903 (g) (4) )" after "plan"

15 where it first appears.

16 (b) Section 506 (f) of such Act (as added by section

17 224 (c) and amended by sections 227 (d) and 230 (d) of

18 this Act) is further amended by striking out the period at

19 the end of paragraph (3) and inserting in lieu thereof "; or",

20 and by adding after paragraph (3) the following new para-

21 graph:

22 "(4) with respect to any amount expended for

23 services furnished under the plan by a hospital uiiless

24 such hospital has in effect a utilization review plan which
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1 meets the requirement imposed by section 18(31 (k) for

2 purposes of title XVIII; and if such hospital has in

3 effect such a utilization review plan for purposes of title

4 XVIII, such plan shall serve as the plan required by

5 this subsection (with the same standards and procedures

6 and the same review committee or group) as a condition

7 of payment under this title."

8 (c) (1) The amendments made by subsections (a) (1)

9 and (b) shall apply with respect to services furnished in

10 calendar quarters beginning after June 30, 1971.

111 (2) The amendment made by subsection (a) (2) shall

12 be effective July 1, 1971.

13 ELIMINATION OF REQUIREMENT THAT COST-SHARING

14 CHARGES IMPOSED ON INDIVIDUALS OThER THAN

15 CASh RECIPIENTS UNDER MEDICAID BE RELATED TO

16 ThEIR INCOME

17 SEC. 236. (a) Section 1902 (a) (14) of the Social

18 Security Act is amended to read as follows:

19 "(14) provide that in the case of individuals re-

20 ceiving aid or assistance under State plans approved

21 under titles I, X, XIV, and XVI, and part A of title
22 IV, no deduction, cost sharing, or similar charge will

23 be imposed under the plan on the individual with respect

24 to services furnished him under the plan;".

25 (1)) The amendment made by subsection (a) shall be
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.1 t)t)

1 effective January 1, 1971 (or earlier if the State plan so

2 provides)

3 NOTIFI('ATION OF UNNECESSARY ADMISSION TO A hOSPITAL

4 OR EXTENDED CARE FACILITY UNDER MEDICARE

5 PROGRAM

6 SEC. 237. (a) Section 1814(a) (7) of the Social

7 Security Act is amended by striking out "as described in see-

8 tion 1861 (k) (4)" and inserting in lieu thereof "as described

9 m section 1861 (k) (4), including any finding made in the

10 course of a sample or other review of admissions to the

11 institution".

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

13 with respect to services furnished after the second month fol-

14 lowing the nionth in which this Act is enacted.

15 USE OF STATE hEALTH AGENCY TO PERFORM CERTAIN

16 FUNCTIONS UNDER MEDICAID AND MATERNAL ANI)

17 CHILD }IEALTH PROGRAMS

18 SEC. 238. (a) Section 1902 (a) (9) of the Social Secu-

19 rity Act is amended to read as follows:

00 " (9) provide—

21 "(A) that the State health agency shall be

22 responsible for establishing and maintaining health

23 standards for private or public institutions in which

24 recipients of medical assistance under the plan may

receive care or services, and
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1 "(B) for the establishment or designation of a

2 State authority or authorities which shall be respon-

3 sible for establishing and maintaining standards,

4 other than those relating to health, for such in-

5 stittitions;".

6 (b) Section 1902 (a) of such Act (as amended by

7 section 234 (b) of this Act) is further amended—

8 (1) by striking out "and" at the end of paragraph

9 (30);

10 (2) by striking out the period at the end of para-

graph (31) and inserting in lieu thereof "; and"; and

12 (3) by inserting after paragraph (31) the follow-

13 ing new paragraph:

14 "(32) provide—

15 "(A) that the State health agency shall be

16 responsible for establishing a plan, consistent with

17 regulations prescribed by the Secretary, for the
18 review by appropriate professional health person-

19 nd of the appropriateness and quality of care and

20 services furnished to recipients of medical assistance

21 under the plan in order to provide guidance with

22 respect thereto in the adniinistration of the plan to

23 the State agency established or designated pursuant

24 to paragraph (5) and, where applicable, to the
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1 State agency described in the last sentence of this

2 subsection; and

3 "(B) that the State health agency, or, if the

4 services of another State or local agency are being

5 utilized by the Secretary for the purpose specified

6 in the first sentence of section 1864 (a), such other

7 agency, will perform for the State agency adminis-

8 tering or supervising the administration of the plan

9 approved under this title the function of determining

10 whether institutions and agencies meet the require-

11 ments for participation in the program under such

12 plan."

13 (c) Section 505 (a) of such Act is amended—

14 (1) by striking out "and" at the end of paragraph

15 (13)

16 (2) by striking out the period at the end of para-

17 graph (14) and inserting in lieu thereof "; and"; and

18 (3) by adding after paragraph (14) the following

19 new paragraph:

20 "(15) provides—

21 "(A) that the State health a.gency shall be

22 responsible for establishing a plan, consistent with

23 regulations prescribed by the Secretary, for the re-

24 view by appropriate professional health personnel of
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1. the appropriateness and quality of care and services

2 furnished to recipients of services wider tile iafl

3 and, where applicable, for providing guidance with

4 respect thereto to the other State agency referred

5 to in paragraph (2) ; and

6 "(B) that the State health agency, or, if the

7 services of another State or local agency are being

8 utilized by the Secretaiy for the purpose specified in

9 the first sentence of section 1 864 (a), such other

10 agency, will perform the function of determining

11 whether institutions and agencies nicet the require-

12 ments for participation in the program under the

13 plan under this title."

14 (d) The amendments made iiv this section shall he effec-

the July 1, 1971.

16 PAYMENTS TO HEALTH MAINTENANCE OEGANTZATTONS

17 SEC. 239. (a) Title XVIII of the Social Security Act

18 is amended by adding after section 1.875 the following new

19 section:

20 "PAYMENTS TO IIEAJTH MAINTENANCE OilCAN I ZATION S

21 "SEC. 1876. (a) (1) In lieu of amounts which would

22 otherwise be payable pursuant to sections 1.814 (h) and 1833

23 (a), the Secretary is authorized to determine, by actuarial

24 methods, as provided in this sectiomi, with respect to any

25 health maintenance organization, a combined part A and
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1 part B, prospective, per capita rate of payment for services

2 provided for enrollees in such organization who are en-

3 titled to hospital insurance benefits under part A and enrolled

4 for medical insurance benefits under part B.

5 "(2) Such rate of payment shall be determined annually

6 in accordance with regulations, taking into account the

7 health maintenance organization's premiums with respect to

8 its other enrollees (with appropriate actuarial adjustments

9 to reflect the difference in utilization between its members

10 who are under age 65 and its members who are age 65 and

11 over) and such other pertinent factors as the Secretary may

12 prescribe in regulations, and shall be designed to provide

13 payment at a level not to exceed 95 per centum of the

14 amount that the Secretary estimates (with appropriate adjust-

15 ments to assure actuarial equivalence) would be payable

16 for services covered under this title if such services were to

17 be furnished by other than health maintenance organizations.

18 "(3) The payments to health maintenance organiza-

19 tions under this subparagraph shall l)e made from the Fed-

20 eral Hospital Insurance Trust Fund and the Federal Sup-

21 plementary Medical Insurance Trust Fund. The portion of

22 such payment to such an organization for a month to be paid

23 by the latter trust fund shall be equal to 200 percent of the

24 product of (A) the number of covered enrollees of such

25 organization for such month, and (B) the monthly premium
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1 rate for supplenientary medical insurance for such month

2 as has been determined and promulgated under section 1839

3 (b) (2). The remainder of such payment shall be paid by

4 the former trust fund.

5 "(b) The term 'health maintenance 'organization' means

6 a public or private organization which—

7 "(1) provides, either directly or through arrange-

S ments with others, health services to enrollees on a per

9 capita prepayment basis;

10 "(2) provides with respect to enrollees to whom

11 this section applies (through institutions, entities, and

12 persons meeting the applicable requirements of section

13 1861) all of the services and benefits covered under

14 parts A and B of this title;

15 "(3) provides physicians' services directly through

16 physicians who are either employees or partners of such

17 organization or under an arrangement with an organized

18 group or groups 'of physicians which is or are reimbursed

19 for services on the basis of an aggregate fixed sum or on

20 a per capita basis;

21 "(4) demonstrates to the satisfaction of the Secre-

22 tary proof of financial responsibility and proof of capa-

23 bility to, provide comprehensive health care services,

24 including instituti orial services, efficiently, effectively,

25 and economically;
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1 "(5) has enrolled members at least half of whom

2 consist of individuals under age 65;

3 "(6) has arrangements for assuring 'that the health

4 services required by its members are received promptly

5 'and appropriately and that the services that are received

6 measure up to quality standards which it establishes in

7 accordance with regulations; and

8 "(7) has an open enrollment period at least once

9 every two years, under which it accepts eligible persons

10 (as defined under subsection (d)) without under-

11 writing restrictions and on a first-come first-accepted

12 basis up to the limit of its capacity (unless to do so

13 would result in failure to meet the requirement of

14 paragraph (5)).

15 "(c) The benefits provided to an individual under this

16 section shall consist of—

17 "(1) entitlement to have payment made on his

18 behalf for all services described in section 1812 and see-

19 tion 1832 which are furnished to him by the health

20 maintenance organization with which he is enrolled pur-

21 suant to subsection (e) of this section; and

22 "(2) entitlement to have payment made by such

23 health maintenance organization to him or on his behalf

24 for such emergency services (as defined in regulations)

25 as may be furnished to him by a physician, supplier, or
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1 provider of services, other than the health maintenance

2 organization with which he is enrolled.

3 " (d) Subject to the provisions of subsection (e) , every

4 individua1 who is entitled to hospital insurance benefits under

5 part A and is enrolled for medical insurance benefits tinder

6 part B shall be eligible to enroll with a health maintenance

7 organization (as defined in subsection (b) ) which serves the

8 geographic area in which such individual resides.

9 " (e) An individual may enroll with a health nainte—

10 nance organization under this section, and may terminate

11 such enrollment, as may be prescribed by regulations.

12 "(f) Any individual enrolled with a health maintenance

13 organization under this section who is dissatisfied by reason

14 of his failure to receive without additional cost to him any

15 health service to which lie believes he is entitled shall, if

16 the amount in controversy is $100 or more, be entitled to a

17 hearing before the Secretary to the same extent as is pro-

18 vided in section 205 (b) and in any such hearing the Secre-

19 tary shall make such health maintenance organization a party

20 thereto. If the amount in controversy is $1,000 or more, such

21 individual or health maintenance organization shall be en-

22 titled to judicial review of the Secretary's final decision after

23 such hearing as is provided in section 205 (g).

24 "(g) (1) If the health maintenance organization pro-

25 vides its enrollees under this section only the services de-
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1 scribed in subsection (c), its premium rate for such enrollees

2 shall not exceed the actuarial value of the cost-sharing pro-

3 visions applicable under part A a.nd part B.

4 "(2) If the health maintenance organization provides

5 its enrollees under this section with additional services over

6 those described in subsection (c), it shall furnish such en-

7 rollees with information as to the division of its premium rate

8 between the portion applicable to such additional services and

9 the portion applicable to the services described in subsectioii

10 (c) , subject to the limitation that the latter portion may not

11 exceed the actuarial value of the costsharing provisions ap-

12 plicable under pa.rt A and part B."

13 (b) Section 1866 of such Act is amended by adding

14 at the end thereof the following new subsection:

15 "(f) For purposes of this section, the term 'provider

16 of services' shall include a health maintenance organization

17 ii such organization meets the requirements of section 1876."

18 (c) Notwithstanding the provisions of section 1833 of

19 tue Social Security Act, a.ny health maintenance organization

20 w'liich has entered into an agreement with the Secretary

21 pursuant to section 1866 of such Act shall, for the duration

22 of such agreement, be •entitled to reimbursement only as

23 provided in section 1876 of such Act.

24 (d) The effective date of any agreement with any health
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1 maintenance organization pursuant to section 1866 of such

2 Act shall be specified in such agreement pursuant to regula-

3 tions.

4 (e) (1) Section 1814 (a) of such Act is amended by

5 striking out "Except as 1)rovided iii subsection (d) ," and

6 inserting in lieu thereof the following: ''Except as provi(led

7 in subsection (d) or iii section 1876,".

8 (2) Section 1833 (a) of such Act is amended by striking

9 out "Subject to" and inserting in lieu thereof the following:

10 "Except. a.s provided in section 1876, and subject to".

11 (3) Section 1866 (b) (2) of such Act is amended by

12 inserting after "1861" in clause (B) the following: "(or of

13 section 1876 in the case of a health maintenance organi-

14 zation) ".

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

16 tive with respect to services provided on or a.fter January

17 1, 1971.

18 PART C—MISCELLANEOUS AND TECHNICAL PRovisIoNs

19 COVERAGE PRIOR TO APPLICATION FOR MEDICAL

20 ASSISTANCE

21 SEC. 251. (a) Section 1902 (a) of the Social Security

22 Act (as amended by sections 234 (b) and 238 (b) of this

23 Act) is further amended—

24 (1) by striking out "and" at the end of paragraph

25 (31)
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1. (2) by striking out the period at the end of para-

2 graph (32) and inserting in lieu thereof "; and"; and

3 (3) by inserting after paragraph (32) the follow-

4 ing new paragraph:

5 "(33) provide that in the case of any individual

(1 who has been determined to be eligible for medical

7 assistance under the plan, such assistance will be iriade

8 available to him for care and services included under

the plan and furnished in or after the third month

10 before the month in which he made application for

11 such assistance if such individual was (or upon appli-

12 cation would have been) eligible for such assistance at

13 the time such care and services were furnished."

14 (b) The amendments made by subsection (afl) shall

15 be effective July 1, 1971.

16 IIOSPJTATj ADMTSSIONS POll DENTAL SERVICES UNDER

17 MEDICARE PROGRAM

18 SEC. 252. (a) Section 1814 (a) (2) of the Social Secu-

19 rity Act is amended by striking out "or" at the end of sub-

20 paragraph (C), by adding "or" after the semicolon at the

21 end of subparagraph (D), and by inserting after siibpara-

22 graph (ID) the following new subparagraph:

23 "(E) in the case of inpatient hospital services

24 in connection with a dental procedure, the individual
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i. sufiers from impairments of such severity as to re-

2 quire hospitalization ;".

3 (b) Section 1861 (r) of such Act is amended by insert-

4 ing alter "or any facial bone" t.he following: ", or (C) the

5 certification required by section 1814 (a) (2) (E) of this

6 Act,".

7 (c) Section 1862 (a) (12) of such Act is amended by

8 inserting before the semicolon the following: ", except that

9 payment may be made under part A in the case of inpatient

10 hospital services in connection with a dental procedure where

11 the individual suffers from impairments of such severity as

12 to require hospitalization".

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

14 with respect to admissions occurring after the second month

15 following, the month in which this Act is enacted.

16 EXEMPTION OF CHRISTIAN SCIENCE SANATORITJMS FROM

17 CERTAIN NURSING HOME REQUIREMENTS UNDER

18 MEDICAID PROGRAMS

19 SEC. 253. (a) Section 1902 (a) of the Social Security

20 Act is amended by adding at the end thereof the following

21 new sentence: "For purposes of paragraphs (26), (28)

22 (B), (D), and (E), and (29), and of section 1903(g)

23 (4), the terms 'skilled nursing home' and 'nursing home'

24 do iiot include a Christian Science sanatorium operated, or



145

1 lited and certified, by the First Church of Christ, Scientist,

2 Boston, Massachusetts."

3 (b) Section 1908(g) (1) of such Act is amended by

4 inserting after "Secretary" the following: ", but does not

5 include a Christian Science sanatorium operated, or listed

6 and certified, by the First Church of Christ, Scientist,

7 Boston, Massachusetts".

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

9 fective on the date of the enactment of this Act.

10 PHYSICAL THERAPY SERVICES UNDER MEDICARE

11 PROGRAM

12 SEC. 254. (a) (1) Section 1861 (p) of the Social

13 Security Act is amended by adding at the end thereof (after

14 and below paragraph (4) (B)) the following new sentence:

15 "Under regulations, the term 'outpatient physical therapy

16 services' also includes, physical therapy services furnished an

17 individual by a physical therapist (in his office or in such

18 individual's home) who meets licensing and other standards

19 prescribed by the Secretary in regulations, otherwise than

20 under an arrangement with and under the supervision of a

21 provider of services, clinic, rehabilitation agency, or public

22 health agency, if the furnishing 'of such services meets such

23 condition's relating to 'health and safety as the Secretary may

24 find necessary."

H.R. 17550 10
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1 (2) Section 1833 of such Act is amended by addimig at

2 the end thereof the following new subsection:

3 "(g) In the case of services described in the next to

4 last sentence of section 1861 (p), with respect to expenses

5 incurred in any calendar year, no more than $100 shall be

6 considered as incurred expenses for purposes of subsections

7 (a) and (b)."

8 (3) Section 1833 (a) (2) of such Act (as amended by

9 s&tion 230 (b) of this Act) is further amended by striking

10 out the period at the end of subparagraph (B) and inserting

11 in lieu thereof "; or", and by adding after subparagraph (B)

12 the following new subparagraph:

13 "(C) if such services are services to which the

14 next to last sentence of section 1861 (p) applies, the

15 reasonable charges for such services."

16 (4) Section 1832 (a) (2) (C) of such Act is amended

17 by striking out "services." and inserting in lieu thereof

18 "services, other than services to which the next to last sen-

19 tence of section 1861 (p) applies."

20 (b) (1) Section 18:61 (p) of such Act (as amended by

21 subsection (a) (1) of this section) is further amended by

22 adding at the end thereof the following new sentence: "In

23 addition, such term includes physical therapy services which

24 meet the requirements of the first sentence of this subsection
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1 except that they are furnished to an individual as an inpatient

2 of a hospital or extended care facility."

3 (2) Section 1835 (a) (2) (0) of such Act is amended

4 by striking out "on an outpatient basis".

5 (c) Section 1861 (v) of such Act (as amended by sec-

6 tions 221 (c) (4) and 223 (f) of this Act) is further amended

7 by redesignating paragraphs (5) and (6) as paragraphs

8 (6) and (7), respectively, and by inserting after paragraph

9 (4) the following new paragraph:

10 "(5) Where physical therapy services are furnished by

a provider of services or other organization specified in the

12 first sentence of section 1861 (p), or by others under an

13 arrangement with such a provider or other organization, the

14 amount included in any payment to such provider or organi-

15 zation under this title as the reasonable cost of such services

16 shall not exceed an amount equal to the salary which would

17 reasonably have been paid for such services to the person

18 performing them if they had been performed in an emp1oy

19 ment relationship with such provider or organization rather

20 than under such arrangement."

21 (d) (1) The amendments made by subsections (a)

22 and (b) shall apply with respect to services furnished on or

23 after January 1, 1971.
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1 (2) The amendments made by subsection (e) shall be

2 effective with respect to accounting periods beginning on

3 or after January 1, 1971.

4 EXTENSION OF GRACE PERIOD FOR TERMINATION OF SUP-

5 PLEMENTARY MEDICAL INSURANCE COVERAGE WHERE

6 FAILURE TO PAY PREMIUMS IS DUE TO GOOD CAUSE

7 Sic. 255. (a) Section 1838 (b) of the Social Security

8 Act is amended by striking out "(not in excess of 90 days)"

9 in the third sentence, and by adding at the end thereof the

10 following new sentence: "The grace period determined under

11 the preceding sentence shall not exceed 90 days; except that

12 it may be extended to not to exceed 180 days in any case

13 where the Secretary determines that there was good cause for

14 failure to pay the overdue premiums within such 90-day

15 period."

16 (b) The amendments made by subsection (a) shall

17 apply with respect to nonpayment of premiums which be-

18 come due and payable on or after the date of the enact-

19 ment of this Act or which became payable within the

20 90-day period immediately preceding such date; and for

21 purposes of such amendments any premium which became

22 due and payable within such 90-day period shall be con-
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1 sidered a premium becoming due and payable on the date

2 of the enactment of this Act.

3 EXTENSiON OF TIME FOR FILING CLAIM FOR SUPPLEMEN-

4 TARY MEDICAL INSURANCE BENEFITS WHERE DELAY

5 is DUE TO ADMINiSTRATIVE ERROR

6 SEc. 256. (a) Section 1842 (b) (3) of the Social

7 Security Act (as amended by section 224 (a) of this

8 Act) is further amended by adding at the end thereof the

9 following new sentence: "The requirement in subparagraph

10 (B) that a bill be submitted or request for payment be

ii made by the close of the following calendar year shall not

12 apply if (i) failure to submit the bill or request the payment

13 by the close of such year is due to the error or misrepre-

14 sentation of au officer, employee, fiscal intermediary, carrier,

15 or agent of the Department of Health, Education, and Wel-

16 fare performing functions under this title and acting within

1.7 the scope of his or its authority, and (ii) the bill is submitted

18 or the payment is requested promptly after such error or mis-

19 representation is eliminated or corrected."

20 (b) The amendment made by subsection (a) shall ap-

21 ply with respect to bill's submitted and requests for payment

22 made after March 1968.
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1 WAIVER OF ENROLLMENT PERIOD REQTJ1REMENTS WHERE

2 INDIVIDUAL'S RIGHTS WERE PREJUDICED BY ADMINIS-

3 TRATIVE ERROR OR INACTION

4 Sic. 257. (a) Section 1837 of the Social Security Act

5 is amended by adding at the end thereof the following new

6 subsection:

7 "(1) In any. case where the Secretary finds, that an indi-

8 vidual's enrollment or nonenroliment in the insurance program

9 established by this part is unintentional, inadvertent, or erro-

10 neous and is the result of the error, misrepresentation, or in-

11 action of an officer, employee, or agent of the Department

12 of Health, Education, and Welfare, the Secretary may take

such action. (including the designation for such individual of

14 a special initial or subsequent enrollment period, with a coy-

15 erage period determined on the basis thereof and with appro-

16 priate adjustments of premiums) as may be necessary to

17 correct or eliminate the effects of such error, misrepresenta-

18 lion, or inaction."

19 (b) The amendment made by subsection (a) shall be

20 effective as of July 1, 1966.

21 ELIMINATION OF PROVISIONS PREVENTING ENROLLMENT IN

22 SUPPLEMENTARY MEDICAL INSURANCE PROGRAM MORE

23 THAN THREE YEARS AFTER FITRST OPPORTUNITY

24 SEO. 258. Section 1837 (b) of the Social Security Act

25 is amended to read as follows:
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1 "(b) No individual may enroll under this part more than

2 twice."

3 WAIVER OF RECOVERY OF INCORRECT PKYMENTS FROM

4 SURVIVOR WHO IS WITHOUT FAULT UNDER MEDICARE

5 PROGRAM

6 SEc. 259. (a) Section 1870 (c) of the Social Security

7 Act is amended by striking out "and where" and inserting in

8 lieu thereof the following: "or where the adjustment (or

9 recovery) would be made by decreasing payments to which

10 another person who is without fault is entitled as provided

11 in subsection (b) (4), if".

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

13 apply with respect to waiver actions considered after the date

14 of the enactment of this Act.

15 REQUIREMENT OF MINIMUM AMOUNT OF CLAIM TO ES-

16 TABLISH ENTITLEMENT TO HEARING UNDER SUPPLE-

17 MENTARY 1\IEDICAL INSURANCE PROGRAM

18 SEC. 260. (a) Section 1842 (b) (3) (0) of the Social

19 Security Act is amended by inserting after "a fair hearing by

20 the carrier" the following: ", in any case where the amount

21 in controversy is $100 or more,".

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

23 apply with respect to hearings requested (under the proce-

24 dures established under section 1842 (b) (3) (0) of the
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1 Social Security Adt) after the date of the enactment of this

2 Aot.

3 COLLECTION OF SUPPLEMENTARY MEDICAL INSURANCE

4 PREMIUMS FROM INDIVIDUALS ENTITLED TO BOTH

5 SOCIAL SECURITY AND RAILROAD RETIREMENT

6 BENEFITS

7 SEC. 261. (a) Section 1840 (a) (1) of the Social Se-

8 curity Act is amended by striking out "subsection (d)" arid

9 inserting in lieu thereof "subsections (b) (1) and (c) ".

10 (b) Section 1840 (b) (1) of such Act is amended by

11 inserting "(whether or not such individual is also entitled

12 for such month to a monthly insurance benefit under section

13 202)" after "1937", and by striking out "subsection (d)"

14 and inserting in lieu thereof "subsection (c) ".

15 (c) Section 1840 of such Act is further amended by

16 striking out subsection (c), and by redesignating subsections

17 (d) through (i) as subsections (c) through (h),

18 respectively.

19 (d) (1) Section 1840 (e) of such Act (as so redesig-

20 nated) is amended by striking out "subsection (d)" and

21 inserting in lieu thereof "subsection (c) ".

22 (2) Section 1840 (f) of such Act (as so redesignated)

23 is amended by striking out "subsection (d) or (f)" and

24 inserting in lieu thereof "subsection (c) or (e) ".

25 (3) Section 1840 (h) of such Act (as so redesignated)
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1 is amended by striking out "(c), (d), and (e)" and insert-

2 ing. in lieu thereof "(c), and (d) ".

3 (4) Section 1841 (h) of such Act is amended by strik-

4 ing out "1840 (e)" and inserting in lieu thereof "1840 (d) ".

5 (e) Section 1841 of such Act is amended by adding

6 at the end thereof the following new subsection:

7 "(i) The Managing Trustee shall pay from time to time

8 from the Trust Fund such amounts as the Secretary of

9 Health, Education, and Welfare certifies are necessary to

10 pay the costs incurred by the Railroad Retirement Board

11 in making deductions pursuant to section 1840(b) (1). Dur-

12 ing each fiscal year or after the close of such fiscal year,

13 the Railroad Retirement Board shall certify to the Secretary

14 the amount of the costs it incurred in making such deduo-

15 dons and such certified amount shall be the basis for the

16 amount of such costs certified by the Secretary to the Man-

17 aging Trustee."

18 (f) The amendments made by this section shall apply

19 with respect to premiums becoming due and payable after

20 the fourth month following the month in which this Act

21 is enacted.

22 PAYMENT FOR CERTAIN INPATIENT HOSPITAL SERVICES

23 FURNISHED OUTSIDE THE UNITED STATES

24 SEC. 262. (a) Section 1814 (f) of the Social Security

25 At is amended to read as follows:
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1 "Payment for Certain Inpatient Hospital Services Furnished

2 Outside the United States

3 "(f) (1) Payment shall be made for inpatient hospital

4 services furnished to an individual entitled to hospital in-

5 surance benefits under section 226 by a hospital located

6 outside the United States, or under arrangements (as de-

7 fined in section 1861(w)) with it, if—

8 "(A) such individual is a resident of the United

9 States, and

10 "(B) such hospital was closer to, or substantially

11 more accessible from, the residence of such individual

12 than the nearest hospital within the United States which

13 was adequately equipped to deal with, and was available

14 for the treatment of, such individual's illness or injury.

15 "(2) Payment may also be made for emergency in-

16 patient hospital services furnished to an individual entitled

17 to hospital insurance benefits under section 226 by a hospital

18 located outside the United States if—

19 "(A) such individual was physically present in a

20 place within the United States at the time the emer-

21 gency which necessitated such inpatient hospital serv-

22 ices occurred, and

23 "(B) such hospital was closer to, or substantially

24 more accessible from, such place than the nearest hos-

25 pital within the United States which was adequately
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1 equipped to deal with, and was available for the treat-

2 ment of, such individual's illness or injury.

3 "(3) Payment shall be made in the amount pro-

4 vided under subsection (b) to any hospital for the inpatient

5 hospital services described in paragraph (1) or (2) fur-

6 nished to an individual by the hospital or under arrange-

7 ments (as defined iii section 1861 (w) ) with it if (A) the

8 Secretary would be required to make such payment if the

9 hospital had an agreement in effect under this title and other-

10 wise met the conditions of payment hereunder, (B) such

11 hospital elects to claim such payment, and (C) such hos-

12 pital agrees to comply, with respect to such services, with

13 the provisions of section 1866 (a).

14 "(4) Payment for the inpatient hospital services de-

15 scribed in paragraph (1) or (2) furnished to an individual

16 entitled to hospital insurance benefits under section 226 may

17 be made on the basis of an itemized bill to such individual

18 if (A) payment for such services cannot be made under

19 paragraph (3) solely because the hospital does not elect to

20 claim such payment, and (B) such individual files applica-

21 tion (submitted within such time and in such form and

22 manner and by such person, and containing and supp9rted

23 by such information as the Secretary shall by regulations

24 prescribe) for reimbursement. The amount payable with
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1 respect to such services shall, subject to the provisions of

2 section 1813, be equal to the amount which would be pay-

3 able under subsection (d) (3)."

4 (b) Section 1861 (e) of such Act is amended—

5 (1) by striking out "except for purposes of sections

6 1814 (d) and 1835 (b)" and inserting in lieu thereof

7 "except for purposes of sections 1814 (d), 1814 (f), and

8 1835(b)";

9 (2) by inserting ", section 1814 (f) (2) ," im-

10 mediately after "For purposes of sections 1814 (d) and

11 1835 (b) (including determinations of whether an in-
12 dividual received inpatient hospital services or diagnos-

13 tic services for purposes of such sections)"; and

14 (3) by inserting after the third sentence the follow-

15 ing new sentence: "For purposes of section 1814 (f)

16 (1), such term includes an institution which (i) is a
17 hospital for purposes of section 1814 (d), 1814 (f) (2),
18 and 1835 (b) and (ii) is accredited by the Joint Corn-

19 mission on Aocreditaiti'on of Hospitals, or is accredited

20 by or approved by a program of the country in which

21 such institution is located if the Secretary finds the
22 accreditation or comparable approval standards of such

23 program to be essentially equivalent to those of the
24 Joint Commission on Accreditation of Hospitals."
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1 (c) Section 1862 (a) (4) of such Act is amended by

2 striking out "emergency".

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

4 to services furnished with respect to admissions occurring

5 after December 31, 1970.

6 STUDY OF CHIROPRACTIC COVERAGE

7 SEC. 263. The Secretary, utilizing the authority con-

8 ferred by section 1110 of the Social Security Act, shall con-

9 duct a study of the coverage of services performed by chiro-

10 practors under State plans approved under title XIX of such

11 Act in order to determine whether and to what extent such

12 services should be covered under the supplementary medical

13 insurance program under part B of title XVIII of such Act,

14 giving particular attentioTi to the limitations which should

15 be placed upon any such coverage and upon payment there-

16 for. Such study shall include one or more experimental, pilot,

17 or demonstration projects designed to assist in providing

18 under controlled conditions the information necessary to

19 achieve the objectives of the study. The Secretary shall re-

20 port the results of such study to the Congress within two

21 years alter the date of the enactment of this Act, together

22 with his findings and recommendations based on such study

23 (and on such other information as he may consider relevant
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1 concerning experience with the coverage of chiropractors by

2 public and private plans).

3 MISCELLANEOUS TECHNICAL AND CLERICAL

4 AMENDMENTS

5 SEC. 264. (a) Clause (A) of section 1902 (a) (26) of

6 the Social Security Act is amended by striking out "evalua-

7 tion" and inserting in lieu thereof "evaluation) ", and by

8 striking out "care)" and inserting in lieu thereof "care".

9 (b) Section 1908 (d) of such Act is amended by strik-

10 ing out "subsection (b) (1)" and inserting in lieu thereof

11 "subsection (c) (1)".

12 (c) Section 408 (f) of such Act is amended by striking

13 out "522 (a)" and inserting iii lieu thereof "422 (a) ".

14 TITLE Ill—MISCELLANEOUS PROVISIONS

15 MEANING OF TERM "SECRETARY"

16 SEC. 301. As used in this Act, and in the provisions of

17 the Social Security Act amended by this Act, the term

18 "Secretary," unless the context otherwise requires, means

19 the Secretary of Health, Education, and Welfare.

Passed the House of Representatives May 21, 1970.

Attest: W. PAT JENNINGS,

Clerk.
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1970 SOCIAL SECURITY LEGISLATION

To Administrative, Supervisory,
and Technical Employees

Yesterday the HouseOf Representatives passed H. R. 17550, the
"Social Security Amendments of 1970," by a vote of 344 to 32, after
adding amendments to provide for the automatic adjustment of benefits,
the contribution and benefit base and the retirement test exempt
amount. These automatic adjustment provisions had been included in
the Administration's proposals for improvements in the social security
program, but were not included in the bill reported to the House by
the Ways and Means Committee.

Under the automatic-adjustment-of-benefits provision added on the
floor of the House, the first possible automatic increase would be for
January 1973, based on the increase in the cost of living from the third
quarter of 1971 to the third quarter of 1972. (Under the Administration
bill, the first possible increase would have been for January 1972, based
on the increase in the cost of living from the third quarter of 1970 to
the third quarter of 1971.) The first possible automatic increase in the
contribution and benefit base would be for 1973. The increase would be
determined in 1972, with the increase based on the increase in wages
from 1971 to 1972. The first possible increase in the annual exempt
amount under the retirement test would be for 1973, with the increase
being determined in 1972 based on increases in wages from 1971 to
1972. In adding the provision for automatic adjustment of the retirement
test, the House also extended the $1 -for -$2 deduction provision so that
it would apply to all earnings above $2000.

SOCIAL SECURITY ADMINISTRATION



The rule under which the bill was debated on the floor permitted only
Committee amendments. Several such amendments, all minor and
limited in scope, were added.

Under the House bill, the actuarial balance of the OASDI program
would be within the limits of traditionally acceptable variation from
exact actuarial balance, that is, it would have a minus balance of no
more than 0. 10 percent of taxable payroll. The hospitalinsurance
program would have an actuarial balance of -0.06 percent of
taxable payroll.

Robert M. Ball
Commissioner
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Statement by the President
on Approval of Proposed Legislation
by the House of Representatives

Yesterday the House of Representatives passed a bill that is a
major milestone on the road to reform of the social security
system. This is the bill that would tie social security payments
to the cost of living and thus protect them from the uncertainties
of politics and shifts of the economy once and for all. I want
to thank the Members of the House who voted to approve this
proposal, which I have been urging since my campaign of 1968.

People receiving social security benefits have been among those
hardest hit by a 5-year inflation of their cost of living. This
reform would give them the peace of mind that comes from the
certainty that the purchasing power of their benefit checks will
not be eroded.

The bill passed by the House would provide a 5 percent rise in
social security payments beginning the first of next yer, financed
by the social security system itself. I urge the Senate to approve
this legislation, which is both fiscally sound and urgently needed
to help the elderly and the disabled and their dependents make
ends meet.

May 22, 1970
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Mr. LONG, from the Committee on Finance, submitted the following

REPORT
together with

SEPARATE, ADDITIONAL VIEWS

[To accompany HR. 17550]

The Committee on Finance, to which was referred the bill (H.R.
17550) to amend th Social Security Act to provide increases in benefits,
to improve computation methods, and to raise the earnings base under
the old-age, survivors, and disability insurance system, to make im-
provements in the medicare, medicaid, and maternal and child health
programs with emphasis upon improvements in the operating effec-
tiveness of such programs, and for other purposes, having considered
the same, reports favorably thereon with amendments and recom-
mends that the bill as amended do pass.

I. GENERAL STATEMENT

The bill (H.R. 17550) as passed by the House of Representatives
would increase social security benefits by 5 percent and achieve other
reforms of the cash benefits program. It would also make significant
changes in the medicare and medicaid programs, generally to em-
phasize cost consciousness in the operation of these major health
programs. Finally, the House bill would restructure the financing
provisions of present law to insure the continued solvency of the old-
age, survivors, and disability trust fund (the cash benefit program)
and to restore a balance in the hospital insurance trust fund (under
the medicare program). .

The committee bill provides for a l0-perent increase in social
security benefits and would increase the minimum benefit to $100
per month. Presently the minimum is $64 per month. It also provides
for a new system of peer review of services rendered under the medi-
care and medicaid programs and establishes a new office of Inspector

(1)
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General for Health Care. Administration to monitor those programs
in the interest of efficiency and consistency with Congressional intent.
In addition, it provides for a new program of insuring against the
costs of catastrophic illness.

The committee bill also modifies various provisions of the House
1)111 and adds several new features to the portions of the bill relatin
to cash benefits and medicare and medicaid.

The financing features of the house bill would be modified by the
(onimittee bill to iefiect the additional funds needed to pay for the
higher level of benefits recommended by the committee. The solvency
of the trust funds is of great concern to the Committee on Finance,
just as it was to the Committee on Ways and Means of the. I-house.

In addition to this work, the committee bill adds significant new
titles to the. I-louse bill. One. of these recommends enactment of the
Trade Act. of 1970, which accomplishes much needed reform in our
tariff and trade laws, including provisions for relief for injured
industries, firms, and workers.

Another new title added to the bill by the committee authorizes
important tests of various welfare and workfare plans prior to enact-
ment. by Congress of new (lepartures in welfare reform. These tests
relate to the program of Aid to Families with Dependent Children
they do not. oneern themselves with the programs of aid to the aged,
the blind, and the disabled. With respect. to these adult. categories, the
committee hill provides for a nationwide guaranteed minimum income
of $130 pci month for a single person and $200 per month for a married
couple. Inhl)ortant changes are also l)roposecl by this title in tue opera-
tion of the work incentive program. These changes should help
ease the trend to greater and greater dependence on welfare for sus-
tenance by family heads who are able to work but are ill-equipped to
obtain jobs today. The committee bill increases the Federal commit-
ment for expansion of child care services, through an increase in
Federal matching and the creation of a Federal Child Care Corpora-
tion designed to provide an effective delivery system for these much-
needed services.

Still another title of the bill provides for substantial increases in
pensions to veterans with non-service-connectel disabihties. Pension
benefits are related to need: as social security payments are increased,
the veteran's need for a pension decreases although by a considerably
smaller amount than social security goes up. The amendment in this
new title would prevent decreases in pensions for virtually all veteran
pensioners and widows under the current law.

Finally, the committee bill includes a new title containing tax
amendments generally related to programs dealt with by the bill. One
calls for reporting to the Internal Revenue Service. of health care
payments by insurance companies and similar payments under the
medicare and medicaid and other Federal health programs. Another
upgrades the retirement income credit to reduce the disparity in tax
treatment between persons receiving taxable retirement incomes and
t.hose receiving tax-free social security or railroad retirement benefits.

All the committee amendments are described more fully in the fol-
lowing parts of this report. The total value of benefits provided by
the bill approximate $10 billion in the first full year of operation,
making this the largest social insurance bill, in terms of dollars, that
Congress has ever acted on.
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Summary of Principal Provisions of the Bill

CONTENTS

A. Social security cash benefits:
1. Provisions of the House bill changed, and new provisions added Page

by the committee:
Increase in social security benefits (sec. 101 of the bill) 9
Increased widows' and widowers' insurance benefits (sec.

lO3of thehill) 9
Cost-of-living increases (sec. 131 of the bill) 10
Age 62 computation point for men (sec. 104 of the bill) 10
Increase in maximum family benefits (sec. 101 of the bill) - - - 11

Actuarial reduction for women 11

Benefits fordivorcedwomen 11
Waiting period for disability benefits (sec. 127 of the bill) - - - 11
Childhood disability benefits (sec. 108 of the bill) 12
Disability benefits affected by the receipt of workmen's

compensation 12
Disability insurance benefits for the blind (sec. 109 of the

bill) 12
Adoption of child by retired or disabled worker (sec. 116 of

the bill) 12
Refund of social security tax to members of certain religious

faiths opposed t.o insurance (sec. 128 of the bill) 13
Trust fund expenditures for rehabilitation services (sec. 120

ofthebill) 13
Underpayments (sec. 126 of thebill) 13
Wage credits for members of the uniformed services (see.

110 of the bill) 13
2. Provisions of the House bill that were not changed by the com-

mittee:
Special payments to people age 72 and older (sec. 102 of the

bill) 14
Reduced benefits for widowers at age 60 (sec. 107 of the

bill) 14
Liberalization of the retirement test (see; 105 of the bi1l)_ 14
Disability insurance benefits applications filed after death

(sec. 111 ofthebill) 14
Penalty for furnishing false information to obtain a social

securitynumber (sec. ll4ofthebill) 14
Other cash benefit amendments 15

B. Medicare and medicaid:
1. Provisions of the House bill that were not substantially changed

by the committee:
Relationship between medicare and Federal employees

benefits (sec. 201 of the bill) 17
Hospital insurance for the uninsured (sec. 202 of the bill) - - 17
Limitation on recognition of physicians' fee increases (sec.

224 of the bill) 17
Termination of payments to suppliers of services who

abuse the medicare program (sec. 227 of the bill) 18
Repeal of medicaid provision requiring expanded programs

(sec. 228 of the bill) 18
State determination of reasonable hospital costs (sec. 229

of the bill) 18
Government payment no higher than charges (see. 230 of

the bill) 18
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B. Medicare and medicaid—Continued
1. Provisions of the Hons bill that were not substantially changed

by the committee—Continued
Federal matching for modern claims processing systems Page

(sec. 232 of the bill) 18
Prohibition of reassignments (sec. 234 of the bill) 18
Utilization review in medicaid (sec. 235 of the bill) 18
Medicaid deductibles for the medically indigent (sec. 235 of

the bill) 10
Terminating payment where hospital admission not neces-

sary under medicare (sec. 237 of the bill) 19
Role of State health agencies in medicaid (sec. 238 of the

bill) 19
Retroactive coverage under medicaid (sec. 251 of the bill) - 19
Certification of hospitalization for dental care (sec. 252 of

the bill) 19
Christian Science sanatoriuins under medicaid (sec. 253 of

the bill) 19
Grace Period for paying medicare premium (sec. 255 of the

bill) 10
Extension of time for filing medicare claims (sec. 256 of the

hill) 20
Waiver of enrollment requirements in cases of adniinistra—

tive error (sec. 257 of the bill) 20
Enrollment tinder medicare (sec. 258 of the bill) 20
Waiver of medicare overpayment (sec. 259 of the bill) - - - - 20
Medicare fair hearings (sec. 260 of the bill) 20
Collection of medicare premium by Railroad Retirement

Board (sec. 261 of the bill) 20
2. Provisions of the House bill that were modified by the com-

mittee:
Limitation on Federal payment for disapproved expenditures

(sec. 221 of the bill) 20
Experiments and projects in prospective reimbursement

and incentives for economy (sec. 222 of the bill) 21
Limits on costs recognized as reasonable (sec. 223 of the

bill) 21
Limitation on Federal medicaid matching (sec. 225 of the

bill) 21
Payment for supervisory physicians in teaching hospitals

(sec. 226 of the bill) 21
Institutional planning and budgeting (sec. 231 of the bill) 22
Modifications in extended care and home health benefits

(sec. 233 of the bill) 22
Payments to health maintenance organizations (sec. 239 of

the bill) 22
Physical and other therapy services tinder medicare (sec.

254 of the bill) 22
Medicare benefits for 1)COP1C living near U.S. border (sec.

262 of the bill) 23
3. New provisions added b the committee:

Professional standards review organizations (sec. 245 of the
bill) 23

Conform medicare and medicaid standards for nursing
facilities (sec. 240 of the bill) 23

Inspector general for health administration (sec. 265 of the
bill) 23

Proficiency evaluation of otherwise disqualified health care
personnel (sec. 264 of the bill) 23

Penalty for fraudulent acts under the medicare and medic-
aid programs (sec. 273 of the bill) 24

Inclusion of American Samoa and the Trust Territory of the
Pacific Islands under title V (sec. 276 of the bill) 24

Provide for reasonable approval of rural hospitals (sec. 242
of the bill) 24

Consultants for extended care facilities (sec. 270 of the bill) - 24
Public access to records concerning institution's qualifica-

tions (sec. 274 of the bill) 25
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B. Medicare and medicaid—Continued
3. New provisions added by the committee—Continued

Simplified reimbursement of extended care facilities (sec. Page
241 of the bill) 25

Authority for establishing liens to permit recovery of over—
payments (sec. 275 of the bill) 25

Direct laboratory billing (sec. 244 of the bill) 25
Refunding of excess medicare premiums (sec. 278 of the

bill) 25
Waiver of recovery of erroneous payment (sec. 282 of the

bill) 26
Provider reimbursement appeals board (sec. 281 of the bill) - 26
Prosthetic lenses furnished by optometrists (sec. 203 of the

bill) 26
Chiropractors (sec. 205 and 280 of the bill) 26
Colostomy supplies (sec. 204 of the bill) 26
Section 1902(d) (sec. 272 of the bill) 26
Increase in maximum Federal medicaid matching for

Puerto Rico (sec. 266 of the bill) 26
Health screening of children (sec. 267 of the bill) 27
Relationship between medicaid and comprehensive health

programs (sec. 277 of the bill) 27
Intermediate care facilities (sec. 243 and 269 of the bill) - - 27
Termination of Nursing Home Administrators Advisory

Council (sec. 271 of the bill) 27
Coverage of mentally ill children under medicaid (sec. 268

of the bill) 27
Definition of "physician" in medicaid (sec. 279 of the bill) 27
75% medicaid matching funds for professional medical per-

sonnel (sec. 283 of the bill) 27
C. Catastrophic health insurance program (sec. 401 of the bill) 29
D. Financing of social security trust funds 31

Tables:
Social security tax rates and maximum annual social security

taxes for employees, employers, and self—employed 32
Old-age, survivors, and disability insurance 33

E. Trade Act of 1970:
Purposes 35
Trade Agreement authority (sec. 301 of the bill) 35
Other Presidential authority 36
Tariff adjustment and adjustment assistance 36
Quotas on certain textile and footwear articles 38
Other tariff and trade provisions 39
Antidumping Act of 1921 (sec. 341 of the bill) 39
Countervailing duty provision (sec. 342 of the bill) 39
Tariff Commission (sec. 351 of the bill) 40
Comprehensive studies by the President and Tariff Com-

mission (sec. 361 and 362 of the bill) 40
Foreign trade statistics 40
Miscellaneous trade provisions 41

F. Amendments to public assistance program and work incentive program:
1. Aid to the aged, blind, and disabled 1 43

National minimum income standards for the needy, aged,
and disabled (sec. 501 of the bill) 43

Pass-along of social security increases to welfare recipients
(sec. 502 of the bill) 43

Definitions of blindness and disability (sec. 503 and 504
of the bill) 43

Prohibition of liens in the program of aid to the blind
(sec. 505 of thebill) 44

Fiscal relief for the states (sec. 506 of the bill) 44
2. Child care (sec. 510 of the bill) 44

Federal matching share 45
Federal child care corporation 45
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F. Amendments to public assistance program—ConNnued
3. Improvement in the work incentive program (sec. 520 of the Page

bill 46
On-the-job training and public service employment 46
Tax incentive for hiring WIN participants 47
Registration of welfare recipients and referral for work

and training 47
Liberalized Federal matching for training 48
Labor market planning and program coordination 48
Earned income disregard 48

4. Family planning services (sec. 520 (a) (7) of the bill) 49
5. Emergency assistance for migrant families (sec. 530 of the bill) — 49
6. Obligation of a deserting father (sec. 540 of the bill) 49
7. Clarification of congressional intent regarding welfare stattites 50

Denial of eligibility for aid to families with dependent
children where there is a continuing parent—child rela-
tionship (sec. 541 of the bill) 50

Duration of residence requirement (sec. 542 of the bill) - - 51
Limitation on duration of welfare appeals process (sec.

543 of the bill) 51
Requiring welfare recipient to perniit caseworker in the

home (sec. 544 of the bill) 51
States permitted to seek to establish name of putative

father (sec. 545 of the bill) 51
8. Regulations of the Department of health, Education, and

Welfare 51
"Declaration Method" of determining eligibility p'r—

mitted but not required (sec. 550 of the bill) 52
Definition of unemployment (sec. 551 of the bill) 52

9. Use of Federal funds to undermine Federal programs (sec. 546
of the bill) 52

10. Use of social security numbers (sec. 560 of the bill) 52
11. Testing of welfare reform alternatives (sees. 561 and 562 of

the bill 52
G. Veterans' pension increase (sec. 607 of the bill) 55
H. Tax and miscellaneous amendments:

Denial of tax deduction with respect to certain medical referral
payments (sec. 602 of the bill) 55

Required information relating to excess medicare tax l)aYmnemts
by railroad employees (sec. 603 of the bill) 55

Reporting of medical payments (sec. 604 of the bill) 56
Tax credit for expenses of employee training and work incentive

rograui1s (sec. 612 of the bill) 57
Retirement. income credit. (sec. 611 of the bill) 57
Other amendments 58



II. SUMMARY OF PRINCIPAL PROVISLONS OF THE.
BILL

A. Social Security Cash Benefits

1. PROVISIONS OF THE HOUSE BILL CHANGED, AND NEW PROVISIONS
ADDED BY THE COMMITTEE

The committee made a number of changes in the provisions of the
House-passed bill affecting the social security cash benefit programs.
In a number of cases, the committee bill would modify or eliminate
provisions of the House bill affecting select groups of beneficiaries;
these changes would help make possible a 10-percent across-the-board
benefit increase compared with the 5-percent increase in the House
bill. Other provisions in the committee bill include a $100 minimum
benefit, an increase in the benefits for widows and widowers1 an age-62
computation point for men, liberalization of the retirement test, an
increase in the maximum benefits payable to a family, a reduction in
the waiting period for disability benefits, and other less far-reaching
but nonetheless important changes.

INCREASE IN SOCIAL SECURITY BENEFITS

Social security payments to the nearly 26 million beneficiaries on
the rolls at the end of January 1971, and to those who come on the
rolls after that date, would be increased by 10 percent, with a new
minimum benefit of $100. (The House-passed bill would have increased
benefits by 5 percent, with a minimum benefit of $67.20.)

The benefit increase would be effective for the month of January
1971, but would not be paid until April, and would mean additional
benefit payments of $5.0 billion in the first full year.

INCREASED WIDOWS' AND WIDOWERS' INSURANCE BENEFITS

Under present law, when benefits begin at or after age 62 the benefit
for a widow (or dependent widower) is equal to 82 percent of the
amount the deceased worker would have received if his benefit had
started when he was age 65. A widow can get a benefit at age 60
reduced to take account of the additional 2 years in which she would
be getting benefits.

Both the House bill and the committee bill are aimed at providing
benefits to a widow equal to the benefits her husband was receiving,
or would have received. It was brought to the committee's attention,
however, that in some cases the widow, under the House bill, would
actually receive a benefit substantially higher than her husband
received before his death. Under the House bill, a widow would be
entitled to 100% of the amount her deceased husband would re-
ceive if he became a beneficiary after reaching age 65. On the other hand,
if he actually began receiving benefits before reaching ae 65, his bene-
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fits would be actuarially reduced. For example, a man eligible for $150
monthly if he retires at age 65 will receive reduced benefits of $135 when
he retires 18 months before reaching age 65. Under the House bill, his
widow age 65 or older would be eligible for monthly benefits of $150;
under the committee bill, she would receive $135, as did her liusbaiid.
Generally, under the committee bill the widow would receive either
100% of the benefit her husband was actually receiving at the time of
his death or, if he was not receiving benefits, 100% of the benefit he
would have been eligible for at age 65.

About 2.7 million widows and widowers on the rolls at the end of
January 1971 would receive additional benefits, and $649 million in
additional benefit payments would be made in the first 11111 year.

Effective date. —January 1, 1971.

CosT-oF-LIvING INCREASES

The House-passed bill would have provided for cost-of-living in-
creases in benefits and for related increases in the tax base and in
the exempt amount under the retirement test which would have sub-
ordinated the role of Congress in determining benefit levels. The
committee has revised these provisions in order to stress the role of
the Congress in setting social security tax an(l benefit levels. Under
the committee bill, social security benefits would rise automatically
in the event the cost of living goes up and Congress failed to legislate oii
social security benefits or taxes. The social security earnings limitation
would increase automatically as covered earnings increase. The full
cost of fhese automatic increases would be met equally by increases
in tax rates and in the tax base, with the function of (leterimning the
base and the rates performed by the Secretary of Health, Education,
and Welfare. The committee bill would provide that the automatic
benefit increases would not go into effect if in the year before the year
in which the increase was to be effective Congress and the President
had approved a change in social security benefit levels, or a change
in the schedule of social security tax rates, or a change in the social
security tax base.

AGE 62 COMPUTATION POINT FOR MEN

Under present law, the method of computing benefits for men and
women differs in that years up to age 65 must be taken into account in
determining average earnings for men, while for women, only years
up to age 62 must be taken into account. Also, benefit eligibility is
figured up to age 65 for men and up to age 62 for women. These dif-
ferences which provide special advantages for women would he elim-
inated under the committee bill and under the House-passed bill by
applying the same rules to men as now apply to women.

The House-passed change would apply immediately to those already
on the rolls as well as to those coming on in the future. Under the com-
mittee's bill, there would be a gradual transition to the hew procedures
SO that the provision would apply only to those becoming entitled to
benefits in the future; the number of years used in determining insured
status and in computing benefits for men would be reduced in 3 steps
so that mcmi reaching age 62 in 1973, aiid later, would have only years
up to age 62 taken into account in determining insured status and
average earnings.
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In the first full year, an additional $6 million in benefits would be
paid out und3r this provision. Under the change in benefit eligibility
requirements for men, some 2,000 people—workers, their dependents,
and survivors not eligible under present law—would be added to
the rolls in the first year.

Effective date.—January 1, 1971.

INCREASE IN MAXIMUM FAMILY BENEFITS

The committee bill provides that families coming on the rolls after
a benefit increase is enacted, as well as families lready on the rolls at
the time the increase is enacted, would be guaranteed the full amount
(10 peicett under the committee bill) of 'the current and future gen-
era! benefit increases. Under the committee bill, maximum family
benefits would range from 1.5 to 1.88 times the worker's benefit
amount payable 'at age 65.

Effective date.—January 1, 1971.

ACTUARIAL REDUCTION FOR WOMEN

Under present law when a woman applies before age 65 for a retire-
ment benefit based on her own earnings, her benefits are actuarially
reduced to take account of the longer period over which benefits
will be paid. If she subsequently applies for a wife's benefit after
reaching age 65, her wife's benefit is also reduced to reflect the
fact that she began to receive benefits before age 65. The House-
passed bill would eliminate actuarial reduction in such cases; the
committee bill would retain the provisions of present law.

BENEFITS FOR DIVORCED WOMEN

The committee bill retains the provisions of present law which
require that in order to qualify for benefits as a divorced wife, divorced
widow or a surviving divorced mother a woman must show that:
(1) she was receiving at least one-half of her support from her former
husband, or (2) she was receiving substantial contributions from her
former husband, or (3) there was a court order in effect providing for
substantial contributions to her support by her former husband.

The House-passed bill would delete these requirements.

WAITING PERIOD FOR DISABILITY BENEFITS

Under present law there is a six-month waiting period before a
disabled person is eligible for social security disability insurance
benefits. The committee added to the House bill a provision to reduce
the waiting period for disability benefits by two months, so that
benefits would be payable on the basis of a four-month waiting period,
rather than a six-month period.

About 140,000 people—disabled workers and their dependents and
disabled widows and widowers—would be able to receive a benefit for
January 1971 as a result of this provision. About $185 million in
additional benefits would be paid out during the first full year.

Effective date.—January 1, 1971.
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CHILDHOOD DISABILITY BENEFITS

The committee bill, like the House bill, would provide childhood
disability benefits for the disabled child of an insured retired, deceased,
or disabled worker, if his disability began before age 22, rather than
before 18 as under present law. The committee added a new provision
to permit a person who was entitled to childhood disability benefits
to become re-entitled if he again becomes disabled within 7 years
after his prior entitlement to such benefits was terminated.

About 13,000 people—disabled children and their mothers—would
immediately become eligible for benefits, primarily as a result of
extending the age limit to 22. About $13 million in additional benefits
would be paid out during the first full year.

Effective date.—January 1, 1971.

DISABILITY BENEFITS AFFECTED BY THE RECEIPT OF WORKMEN'S
COMPENSATION

The committee deleted the provision in the House bill modifying
the workmen's compensation offset provisions to raise the ceiling on
income from combined workmen's compensation and disability insurance
benefits from 80 percent to 100 percent of the disabled worker's average
current earnings before the onset of his disability.

DISABILITY INSURANCE BENEFITS FOR THE BLIND

The House-passed bill contained a provision which would eliminate
the general recency-of-work requirement for people who meet the
definition of blindness in the Social Security Act. The committee
bill revises the requirements for paying disability insurance benefits
to blind people. Under the committee revision, disability insurance
benefits would be payable to any blind person (as defined in the law)
who has credit for 6 quarters of social security coverage, without
regard to his ability to work.

About 225,000 people, blind workers and their dependents, would
become immediately eligible for monthly benefits. About $225 million
in additional benefits would be paid out during the first full year.

Effective date.—January 1, 1971.

ADOPTION OF CHILD BY RETIRED OR DISABLED WORKER

The committee broadened the provision of the House-passed bill
which would change the provis'ons of present law relating to the l)aY-
ment of benefits to a child (other than a natural child or a stepchild)
who is adopted by a disability insurance beneficiary after the latter
becomes entitled to benefits. Under the committee bill, the child,
adopted when a disabled or retired worker is entitled to benefits, would
be able to get child's benefits based on the worker's earnings if: (1) the
adoption was decreed by a court of competent jurisdiction within the
United States, (2) the child lived with the worker in the United States
for the year before the worker became disabled or entitled to an 01(1-age
or disability insurance benefit, (3) the child received at least one-half
of his support from the worker for that year, and (4) the child was
under age 18 at the time he began living with the worker.

Effective date.—January 1, 1971.
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REFUND OF SOCIAL SECURITY TAX TO MEMBERS OF CERTAIN
RELIGIOUS FAITHS OPPOSED TO INSURANCE

Under l)rese1t law, members of certain religious sects, who have
conscientious objections to social security by reason of their adherence
to the established teachings of the sect, may be exempt from the social
security self-employment tax provided they also waive their eligibility
for social security benefits. This exemption was written largely to re-
lieve the Old Order Amish from having to pay the social security tax
when, because of their religious beliefs, they would never draw social
security benefits.

The committee bill would extend the exemption (by a refund or
credit against income taxes at year end) from social security taxes to
members of the sect who are "employees" covered by the Social Secu-
rity Act as well as the "self-employed" members of the sect. The em-
ployee would have to file an application for exemption from the tax
and waive his eligibility for social security and medicare benefits as
the self-employed members must presently do. The provision specifi-
cally provides that there would be no forgiveness of the employer por-
tion of the social security tax as the committee believes this would
create an undesirable preference in the statute.

TRUST FUND EXPENDITURES FOR REHABILITATION SERVICES

The committee added to the House bill a provision to authorize an
increase in the amount of social security trust fund monies that may
be used to pay for the costs of rehabilitating social security disability
beneficiaries. The amount would be increased from 1 percent of the
previous year's disability benefits to 1 percent for fiscal year 1972
and to 13' percent for fiscal year 1973 and subsequent years.

UNDERPAYMENTS

The committee added a provision to the House bill under which
additional relatives (by blood, marriage, or adoption) would be added
to the l)resellt categories of persons listed in the law who may receive
social security cash payments due a deceased beneficiary under title
II of the Social Security Act.

WAGE CREDITS FOR MEMBERS OF THE UNIFORMED SERVICES

Present law provides for noncontributory social security wage
credits of up to $100 a month, in addition to credit for basic pay,
for military service performed after 1967. The committee bill, like
the House bill, would provide that the additional wage credits would
be extended to service in the 1)eriocl from 1957 (when military service
was first covered under social security) through 1967. In addition,
the committee bill would make a change in the way the additional
credit is computed from $100 for each month of service to $300 for
each quarter of service. The additional wage credits would affect
approximately 130,000 beneficiaries immediately; about $35 million
in additional benefits would be paid out in the first full year.

Effective date.—January 1, 1971.

52—149 O—70—--—-2
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2. PROVISIONS OF THE HOUSE BILL THAT WERE NOT CHANGED BY
THE COMMITTEE

SPECIAL PAYMENTS TO PEOPLE AGE 72 AND OLDER

Under present law the special payments of $46 a month for an
individual and $69 for a couple made to people age 72 and over who
have not worked under the program long enough to qualify for regu-
lar cash benefits. Under the bill, the payments would be increased by
5 percent to $48.30 a month for an individual and $72.50 for a couple.

The benefit increase would be effective for the month of January
1971 but would not be paid until April.

REDUCED BENEFITS FOR WIDOWERS AT AGE 60

The 1965 amendments lowered from 62 to 60 the age of eligibility
for widows but left the age of eligibility for dependent widowers at
age 62. The bill provides that widowers who have attained age 60 would
be eligible for reduced benefits, as widows are under present law.

Effective date.—January 1, 1971.

LIBERALIZATION OF THE RETIREMENT TEST

The committee bill, like the House bill, provides an increase from
$1,680 to $2,000 in the amount a beneficiary under age 72 may earn
in a year and still be paid full social security benefits for the year.

Under present law, each $2 earned between $1,680 and $2,880
results in a $1 reduction in benefits; each dollar earned above $2,880
reduces benefits by $1. The bill would provide for a $1 reduction for
each $2 earned with respect to all earnings above $2,000, not just
those between $2,000 and $3,200.

For 1971 about 650,000 beneficiaries would receive additional
benefits, and about 380,000 persons who would receive no benefits
under present law would receive some benefits. Additional benefit
payments for the first full year would be about $404 million.

Effective date.—Taxable years ending after 1970.

DISABILITY INSURANCE BENEFITS APPLICATIONS FILED AFTER DEATH

The committee bill would permit disability insurance benefits (and
dependents' benefits based on the worker's entitlement to disability
benefits) to be paid to the disabled worker's survivors if an application
for benefits is filed within 3 months after the disabled worker's death.

Effective date.—Deaths in and after year of enactment.

PENALTY FOR FURNISHING FALSE INFORMATION To OBTAIN A SOCIAL
SECURITY NUMBER

Under present law, penalties are not provided for individuals who
give false information in order to secure multiple social security
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numbers With an intent to conceal their true identities. This has led
to a nunber of 1)rol)le't1s in private industry and in the administration
of Go vein men t programs. r erefore, the con iinittee bill, like the
House bill, would provi(ie criminal I)e1lties if an individ hal will fully
furnishes false information with the intent to deceive the Secretary of
health, Education, and Welfare for the purpose of obtaining more than
one social security number or of establishing a social securit record
under a different name. Ul)on conviction, an individual shall be fiuied
not more than $1,000, or inprisoned for not more than one ve.r, or
both.

OTm [ER C.sii BENEFIT AMENDMENTS

The committee also deleted the house—passed aniendinent providin&
social seciimit.y coverage for Federal TTome TAan Bank etnploveesnrLd
adopted atnendnents relating to widows who remarry. uetroactve
l)ayl)elIts for certain disal)led people, temporary el[lplovees of the
Goveriiiuient of (iinni, l)o.1metl and fireiiien in Idaho [nd pohicenhen
in Missouri, certain piihlic hiopital eniPlo 005 iii \e.v Mexico. regis—
tin is of voters in Louisiana, certain T• cht izens wi in are so] 1..
e.ml)h)ved outsi do the. 1 ii ited States tfl(l certain pait-! inle and student
emiplovees of tnte and local governments in Nehiaska. Other amend—
mucuts inch muled in time coimimnittees bill iclate to the treatment. of
oil in i of sd f—eni doved people paving taxes on a fiscal ear hasis,
recoli oitat.ion of I Itnefits 1 ased on (oni] iiied rail road and social so—
ciiritv earningS mmmli pavmnemit to a child entitled oim the record of nore
tha U one. worker.



B. Medicare and Medicaid

I. PROVISIONS OF THE HOUSE BILL THAT WERE NOT SUBSTAN-
TIALLY CHANGED BY THE COMMITTEE

RELATIoNShIP BETWEEN MEDICAIiE AND FEDEnAL EiIrIoYEEs
BENEFITS

The. committee bill would require that effective January 1, 1972,
110 payment would l)e niade under medicare for the same Se.FV1CCS
covered under a Federal employees health benefits plan, unless in the
meaiitimne, the Secretary of 1-Tealth, Education, and 1,Velfare. certifies
that the Federal employees health benefits program has been niodifled
to make available, coverage supplementary to medicate beneuits md
that Federal employees and retirees age 65 and over will continue to
have the benefit of a Government contribution toward their health
insurance premiums.

HOSPITAL INSURANCE FOR TIlE UNINSURED

People reaching age 65 who are ineligible for hospital insurance
benefits under medicare would be able to enroll, omi a voluntary basis,
for hospital insurance coverage under the same conditions under which
people can enroll under the supplementary medical insurance pait of
medicare. Enrollment for supplementary medical insurance is also re-
quired. Those who enroll would pay the full cost of the protection—
estimated at $27 a month at the beginning of the program, and rising
as hospital costs rise. States and public organizations, through agree-
ments with the Secretary, would be permitted to purchase such protec-
tion, on a group basis for their retired (or active) employees age 65 or
over.

LIMITArIoN ON RE000NITION OF PI-IysIoIANs' FRE INCREASES

Charges determined to be reasonable under the present criteria in
the medicare, medicaid, and maternal and child health law would be
limited by providing: (a) that after enactment of the bill medical
charge levels recognized as prevailing may not be increased
beyond the 75th percentile of actual charges in a loca,lity during the
previous elapsed calendar year; (b) that. for fiscal year 1972 and there-
after the prevailing charge levels recognized for a locality may be in-
creased, in the aggregate, only to the extent justified by indexes reflect-
ing changes in costs of I)ractice of physicians and in earnings levels;
and (c) that for medical supplies, equipment, and services that, in
the judgment of the Secretary, generally do not vary significantly in
quality from one supplier to another, charges allowed as reasonable
may not exceed the lower levels at which such supplies, equipment and
services are widely available in a locality.

(17)



18

TERMINATION OF PAYMENTS TO SUPPLIERS OF SERVICES Wiio ABUSE
THE MEDICARE PROGRAM

The Secretary of Health, Education, and Welfare would be given
authority to terminate paymentS for services rendered by a supplier
of health and medical services found to be guilty of program abuses.
Program review teams would be established to furnish the Secretary
professional advice in carrying out this authority.

REPEAL OF MEDICAID PROVISION REQUIRING EXPANDED PROGRAMS

The requirement in present law that States have comprehensive
medicaid programs by 1977 would be repealed.

STATE DETERMINATION OF REASONABLE HOSPITAL COSTS

States would be permitted to pay hospitals on the basis of their
own determination of reasonable cost, provided there is assurance
that the medicaid program would pay the actual cost of hospitaliza-
tion of medicaid recipients.

GOVERNMENT PAYMENT No HIGHER THAN ChARGES

Payments for institutional services tinder the medicare, medicaid,
and inatei-nal and child health programs could not be higher than
the charges regularly made for those services.

FEDERAL, MATchING FOR MODERN CLAIMS PROCESSING SYSTEMS

Federal matching at the 90-percent rate would be available under
medicaid for the States to set up mechanized claims processing and
informational retrieval systems. Federal matching for the continu-
ing operation of such systems would be at the 75-percent rate.

PROHIBITION OF REASSIGNMENTS

Medicare (part B) and medicaid payments to anyone other than
a patient, his physician, or other person providing the service, would
generally be prohibited, unless the physician (or, in the case of
medicaid, another type of practitioner) is required as a condition
of his employment, to turn over his fees to his employer or unless there
is a contractual arrangement between the physician and the facility
in which the services were provided under which the facility bills
for all such services.

UTILIZATION REVIEW IN MEDICAID

Hospitals and skilled nursing homes participating in the medi-
caid and maternal and child health programs would be required to
have the same type of utilization review committee with the same
functions as are required in the medicare program. (Any such com-
mittee actually performing such functions for medicare purposes
would apply these to medicaid cases.)
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MEDICAID DEDUCTIBLES FOR TIlE MEDICALLY INDIGENT

Present law requires medicaid cost sharing provisions for the med-
ically-indigent to vary directly with the amount of the recipient's
income.

This has created an impossible administrative situation for States
desiring to apply uniform reasonable copaymnent requirements (for
example, 5() cents or $1 per prescription).

The amendment would permit States to employ reasonable cost-
sharing provisions with respect t.o health services for the medically
indigent without requirinr variations because of differences in income
levels of different medically indigent, recipients.

TERMINATING PAYMENT WHERE HOSPITAL ADMISSION NOT NECESSARY
UNDER MEDICARE

If the utilization review committee of a hospital or extended care
facility, in its sample review of admissions, finds a case where institu-
tionalization is no longer necessary, iMlymnemit would be cut off after
3 days. This provision parallels the provision in pmesent law under
which long-stay cases are cut off after 3 days wlien the utilization
review committee determines that -institutionalization is no longer
required.

Roi OF STATE HEALTh AGENCIES IN MEDICAID

State health or other appropriate State medicaid agencies would
be required to perform certain functions under the medicaid and
maternal and child health programs relating to the qulity of the
health care furnished to recipients.

RETROACTIVE CovERi1 UNDER MEDICAID

State's would be required to cover under medicaid the cost of health
care provided to an eligible individual during the 3-month period
before the month in which he applied for medicaid.

CERTIFICATION OF HOSPITALIZATION FOR DENTAl, CARE

A dentist would1 be authorized to certify to the necessity for hos-
pitalization to protect the health of a medicare patient vho is hos-
pitalized for noncovered dental procedures.

CHRISTIAN SCIENCE SANATORIUMS UNDER MEDICAID

Christian Science sanatoriums would be exempted from the medicaid
requirement that they have a licensed nursing home administrator and
from other inappropriate skilled nursing home requirements.

GRACE PERIOD FOR PAYING MEDICAPE PREMIUM

W1iere there is good cause for a medicare beneficiary's failure to
pay supplementary medical insurance premiums, an extended grace
period of 90 days would be provided.
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EXTENSION OF TIME FOR FILING MEDICARE CLIIs

The time limit for filing supplementary medical insurance claims
would be extended where the medicare beneficiary's delay is due to
administrative error.

WAIVER OF ENROLLMENT REQUIREMENTS IN CASES OF ADMINISTRATIVE
ERROR

Where an individual's enrollment rights under part B of medicare
have been prejudiced because of inaction or error on the part of the
Government, the Secretary would be authorized to provide equitable
relief to the individuaL

ENROLLMENT IJNDER MEDICARE

Eligible individuals would be permitted to enroll under medicare's
supplementary medical insurance program during any prescribed en-
rollrnent period. Beneficiaries would no longer be required to enroll
within 3 years following first eligibility or a previous withdrawal from
the program. Relief would be. provided where administrative error
has prejudiced an individual's right to enroll in medicare's supple-
mentary medical insurance program.

WAIVER OF MEDICARE OVERPAYMENT

Where incorrect medicare payments w-ere made to a deceased l)enefi-
ciary, the. liability of survivors for repayment could be waived if the
survivors were without fault in incurring the overpayment.

MEDICARE FAIR HEARINGS

Fair hearings, held by medicare carriers in response to disagreements
over amounts paid under supplementary medical insurance, would be
conducted only where the amount in controversy is $100 or more.

Cor.LEc'rIoN OF MEDICARE PREMIUM BY RAILROAD RIrIREMENT BOARD

Where a person is entitled to both railroad retirement and social
security monthly benefits, his premium payment for supplementary
medical insurance benefits would be deducted from his Railroad
Retirement benefit in all cases.

2. PROVISIONS OF THE HOUSE BILL MODIFIED BY THE COMMIrI'EE

LIMITATION ON FEDERAL PAYMENT FOR DISAPPROVED EXPENDVIURES

Reimbursement amounts to providers of health services under the
medicaid, medicare, and maternal and child health programs for cap-
ital costs, such as depreciation and interest, would not be made with
respect to large capital expenditures which are inconsistent with
State or local health facility plans. The committee added a provision
which would require States which apply this provision to establish
an appeals mechanism at the State level for purposes of considering
adverse deciisions.
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EXPERIMENTS AND PROJzcTs IN PROSPECTIVE REIMBURSEMENT AND
INCENTIVES FOR ECONOMY

The Secretary of Health, Education, and Welfare would be re-
quired to develop experiments and demonstration projects designed to
test various methods of making paymelit to providers of services on a
prospective basis tinder the medicare, medicaid and maternal and
child health programs. In addition, the Secretary would be authorized
to conduct experiments with methods of payment or reimbursement
designed t.o increase efficiency and economy. Tue committee added a
provision which would allow the Secretary to include in, such p'roects
community mental health centers, and ambulatory care facilities.

LIMITS ON COSTS RECOGNIZED AS REASONABLE

The Secretary of Health, Education, and Welfare, would be given au-
thority to establish and promulgate limits on provider costs to be
recognized as reasonable tinder medicare based on comparisons of the
cost of covered services by various classes of providers in the same geo-
graphical area. Hospitals and extended care facilities could charge
beneficiaries for the costs of services in excess of those that are neces-
sary to the efficient delivery of needed health services (except in the
case of an admission by a physician who has a financial interest in the
facility). The committee added a provision which would further de-
fine unreasonable costs as including those resulting from gross
inefficiency.

LIMITATION ON FEDERAL MEDICAID MATCHING

The House bill provided for a one-third cutback in Federal medi-
caid matching after a medicaid patient had received 90 days of care
in a skilled nursing home or 90 days in a mental hospital or 60 days
in a general hospital in a year. The committee substituted for the
House section a provision which would authorize the Secretary of
HEW to reduce the ma.thuing selectively in those States where he
finds inadequate medical audit. and utilization review-. The cutback
in matching would be related to the degree of excessive costs resulting
from inadequate review and audit.

PAYMENT FOR SurERvlsoin- PHYSICIANS IN TEACHING HOSPITALS

The committee modified the provision in the House bill which would
provide for payment for services of certain teaching physicians on
a cost. l)asis and would make fee-for-service reimbursement contingent
on general billing for such services to all patients and collection from
those able t:o pay. Under the committee modification, reimbursement
of physician time in the teaching service would he determined on a
cost or cost-equivalent basis. Reimbursement for such services would
be made on a reasonable-charge basis if the hospital had, in the 2-year
perod ending in 1967, and subsequently, cust.oma.iily charged all
patients !i.nd collected from a majorit.y of patients on a fee-for-service
basis, or if a bonafide private patient. relationship had been established.
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INSTITUTIONAL PLANNING AND BUDGETING

Health institutions under the medicare program would be required
to have a written plan reflecting an operating liuciget and a capital
expenditure budget. The committee clarified this provision to stipu-
late that the operating budget would not have to be a detailed item
budget.

MODIFICATIONS IN EX'J'ENI)EI) (1m A NI) )ME IJEA LTI I I ENEFITS

The committee modifie(l the provision of the House bill which would
authorize the Secretary of Health, Education, and Welfare to estab-
I isli presumptive periods of coverage oii the basis of a physician's cer-
tification for patients admitted to an extended care facility or started
on a home health plan. The committee provides that, to the, extent
feasible, pre-adni ission review of extended care admissioiis would be
required and imless disapproved, coverae iipomm admission voiild con-
tinue for the lesser of (1) the. initially certihed peiiod, (2) until notice
of disapproval, or (3) 1 () days. WThmere certifications and evidence were
provided on a timely basis, any sul)se(Iuemlt (letermniimtion (for pur-
poses of determining medicare payniemit liability) that the patient no
longer required covered cue. would be effective 2 (lays after notifica-
tion to the facility. The committee piovides for a similar approach
to the cleterminatioii of coverage of home health services.

PAYMENTS TO hEALTh MAINTENANCE Onc. NIZATIONS

Medicare beneficiaries could choose to have their care provided by a
health maintenance organization (a prepaid group health or other
capitation plan). Medicare w-ould contract with such organization, and
would reimburse them on a capitation basis at a rate equivalent to 95
percent of the per capita costs of medicare beneficiaries in the area with
actuarial adjustments taking into account variations m l)atient mix.
Profits accruing to the organization, beyond their retention rate for
non-medicare members would be passed to the medicare enrollees in
the form of expanded benefits. The committee substantially tightened
the provision so as to define more specifically the quality standards
and reimbursement mechanisms which would apply to the organiza-
tions as well as including additiional safeguards against potential
abuse and exploitwtion.

PHYSICAL AND OTHER ThERAPY SERVICES UNDER MEDICARE

The committee removed the provision in the House bill which would
authorize reimbursement up to $100 for physical therapy services in a
therapist's office.

The committee modified the limitation on reimbursement for insti-
tutional therapy services by chnnging the limitation from a "salary
equivalent" to a "salary related" basis, and also extended the limita-
tion to apply to other therapists, diet.icians, social workers and medi-
cal records librarians for their services provided in an institutional
setting.
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MEDICARE BENEFITS FOR PEOPLE LIvING NEAR U.S. BORDER

The House bill provides that medicare beneficiaries living in the
border areas of the United States would be entitled to covered inpatient
hospital care if the hospital they use is closer to their residence than a
comparable U.S. hospital and if it has been accredited by a hospital
approval program with standards comparable to medicare standards.
The committee added to the House bill a provision extending coverage
n these cases to physicians' and ambulance services furnished in con-
junction with covered foreign hospital care.

3. NEW PROVISIONS ADDED BY THE COMMITrEE

PRoFEssIoNAr STANDARDS REVIEW ORGANIZATIONS

The committee provided for the establishment of Professional
Standards Review Organizations formed by oramzations represent-
ing substantial numbers of practicmg physicians in local areas to
assume responsibility for comprehensive and ongoing review of serv-
ices provided in the medicare and medicaid programs. The purpose of
the amendment is to assure proper utilization of care and services
provided in medicare and medicaid through a formal professional
mechanism representing the broadest possible cross-section of physi-
cians in an area. Appropriate safeguards are included so as to ade-
quately provide for protection of the public interest and to prevent
pro forma assumption and carrying out of the vitally important re-
view activities in the two highly-expensive programs. The amend-
nle.nt provides for the use by the PSRO of effective utilization review
committees in hospitals and medical organizations.

CONFORM MEI)ICARE AND MEDICAID STANDARDS FOR NURSING FACILITIES

The committee added to the House bill a provision which would
require that health, safety, environmental, aimd staffing standards for
extended care facilities be uniform with those established for skilled
nursing homes under medicaid.

INSPECTOR GENERAL FOR HEALTH ADMINISTRATION

An Office of Inspector General for Health Administration would
be established within the Department of Health, Education, and Wel-
fare. The Inspector General would be appointed by the President,
would report to the Secretary, and would be responsible for reviewing
and auditing the social security health programs on a continuing and
comprehensive basis to determine their efficiency, economy, and con-
sonance with the law.

PROFICIENCY EVALUATION OF OTHERWISE DISQUALIFIED HEALTH
CARE PERSONNEL

The committee bill would require the Secretary of Health, Educa-
tion, and Welfare to develop and employ proficiency examinations to
determine whether health care personnel, not otherwise meeting spe-
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cific formal criteria now included in medicare regulations, have suffi-
cient training, experience, and professional competence to be consid-
ered qualified personnel for purposes of the medicare program.

PENALTY FOR FRAUDULENT Ac'rs UNDER THE MEDICARE AND
MEDICAID PROGRAMS

The committee added to the House bill a provision which would
broaden the present penalty provisions relating to the making of a
false statement or representation of a material fact. in any applica-
tion for medicare payments, to include the soliciting, offering, or
acceptance of kickbacks or bribes, including the rebating of a portion
of a fee or a charge for a pat.ient referral, by providers of health care
services. The penalty for such acts, as well as the acts currently subject
to penalty under medicare, would be imprisonment up to oiw year, a
fine of $10,000, or both. In addition, the committee bill provides that
similar penalty provisions apply under medidaid.

The committee also provided that anyone who knowingly and
willfully makes, or induces the making of, a false statement of mate-
rial fact with respect to the conditions and opeiation of a health care
facility or home health agency in order to secure medicare or medicaid
certification of the facility or agency, would be guilty of a mis-
demeanor punishable by up to 6 months' imprisonment, a fine of not
more than $2,000, or both.

INCLUSION OF AMERICAN SAMOA AND TIlE TRUST TERRITORY OF THE
PACIFIC ISLANDS TINDER TImE V

The committee bill would include the Trust Territory of the Pacific
Islands and American Samoa as eligible to receive funds under the
maternal and child health and crippled children programs (title V).

PROVIDE FOR REASONABLE APPROVAL OF RURAL HOSPITALS

The committee added to the House bill a provision which would au-
thorize the Secretary of Health, Education, and 'Welfare to waive, on
an annual basis, the requirement that an access hospital have registered
professional nurses on duty around the clock, but only if he finds that
the hospital: (a) has made, and is cont.inuing to make, a bona fide
effort to comply with the nursing staff requirement but is unable to
employ the qualified personnel necessary because of nursing personnel
shortages in the area and has an RN on the daytime shift; (b) is
located in a geographical area in which hospital facilities are in short.
supply; and (c) nonparticination of the "access" hospita would
seriously reduce the avnilability of hospital services to beneficiaries
residing in the area. The waiver authority would expire December 31,
1975.

CONSULTANTS FOR EXTENDED CARE FAcIuTIES

The committee added to the House bill a provision to authorize
State agencies to provide consultative services to those extended



25

care facilities which r&luest them in such specialty areas as mainte-
nance of medical records and the formulation of policies governing
the provision of dietary and social services. Medicare payment
would be made directly to the State agency for the costs incurred in
rendering these consultative services. The provision of such serv-
ices by the State would satisfy the medicare requirements relating to
the use of consultants in the appropriate specialty areas.

PUBLIC ACCESS TO RECORDS CONCERNING INSTITUTIONS' QUALIFICATIONS

The committee added to the House bill a provision under which the
Secretary of Health, Education, and Welfare would be required to
make reports of an institution's significant deficiencies (such as de-
ficiencies in the areas of staffing, fire, safety, and sanitation) a matter
of public record readily and generally available at. social security dis-
trict offices if, after a reasonable lapse of time (not to exceed 90 days),
such deficiencies were not corrected.

SIMPLIFIED REIMBURSEMENT OF EXTENDED CARE FACILITIES

The committee provision would authorize the Secretary of Health,
Education, and 'Welfare to adopt (and adjust as specified), as reason-
able-cost payments for extended care facilities in any State, the rates
developed in that State under medicaid for reimbursement of skilled
nursing care, if the Secretary finds that they are based upon reasonable
analyses of costs of care in comparable facilities.

AUTHORITY FOR ESTABLISHING LIENS To PERMIT RECOVERY OF
OVERPAYMENTS

The committee added a provision to the House bill to facilitate the
recoupment of overpayments to provideis of services by authorizing
the Secretary of Health, Education, and Welfare, when he determines
it to be necessary for purposes of recovering an overpayment to a pro-
vider, to establish a lien in favor of the Government in the amount of
the overpayment, preserving in the course of such action the right of
the provider to contest the amount of the overpayment and to seek
release of the lien to clear title.

DIRECT LABORATORY BILLING

The committee bill would authorize direct payment to laboratories
for diagnostic tests at a negotiated rate provided that such rate does
not exceed the amount which is payable under present law.

REFUNDING OF EXCESS MEDICARE PREMIUMS

The committee bill would authorize the refunding of excess medi-
care premiums paid p1101 to a beneficiarys death.
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WAIVER OF RECOVERY OF ERRONEOUS PAYMENT

The committee provision would limit medicare's right of recovery
of an erroneous payment to a three-year period from the date of the
payment, where the institution or person involved acted in good faith.
Similarly, the Secretary of H.E.W. would specify a reasonable period
of time (not to exceed 3 years) after which medicare would not be re-
quired to accept claims for underpayment or nonpayment.

PROVIDER REIMBURSEMENT APPEALS BOARD

The committee amendment would establish an appeals board to hear
appeals on reimbursement decisions made by intermediaries, under
certain conditions, and where the amount at issue was $10,000 or more.

PROSTHETIC LENSES FURNISHED BY OPTOMETRISTS

The committee amended the definition of physician in medicare to
include a licensed-doctor of optometry, but only with respect to estab-
lishing the medical necessity of prosthetic lenses.

CHIROPRACTORS

The committee amendment would delete the study of chiropractic
services called for in the House bill and would substitute a provision
which would provide for the coverage under medicare of services
involving manipulation of the spine by licensed chiropractors, if the
chiropradtor meets certain minimum standards established by the
Secretary of Health, Education, and 'Welfare. The same limitations
on chiropractic services would also be applicable to States providing
such care under medicaid.

COLOSTOMY SUPPLIES

The committee provided for the inclusion of materials directly
related to the care of colostomies as a reimbursable expense under
medicare.

SECrION 1902(d)

The committee added a provision to the HOUSe bill which would
repeal section 1902(d) which requires States to maintain their level
of fiscal expenditures from year-to-year in their medicaid programs.

Separately, the committee also provided that the 1902(d) mainte-
nance of fiscal effort provision would not apply to Missouri effective
for the year beginning July 1, 1970.

INCREASE IN MxIMuM FEDERAL MEDICAID MATCHING FOR
PUERTO Rico

The $20 million ceiling on Federal medicaid matching for Puerto
Rico would be raised to $30 million under the committee provision.
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HEALTH SCREENING OF CHILDREN

The committee would authorize the Secretary to establish orderly
priorities in the implementation of the presently required health
care screening for children programs, with initial priority being
given to pre-school children.

RELATIONSHIP BETWEEN MEDICAID AND COMPREHENSIVE HEALTH
PROGRAMS

The committee bill would permit a State to make arrangements
with comprehensive health care programs for the delivery of serv-
ices on a pre-paid basis to medicaid recipients, subject to the approval
of the Secretary.

INTERMEDIATE CARE FACILITIES

Under the committee amendment, the intermediate care provision
would be transferred from title XI to title XIX. An IOF would be
required to have at least one full-time licensed practical nurse on its
staff, and care in ICF's would be subject to professional audit and
utilization review requirements. The mentally retarded receiving ac-
tive treatment in public institutions meeting appropriate standards
established by H.E.W. would be eligible for Federal matching funds.

TERMINATION OF NURSING HOME ADMINISTRATORS ADVISORY COUNCIL

The committee would terminate the Advisory Council on Decem-
ber 31, 1970. Under present law the council would be terminated
December31, 1971.

COVERAGE OF MENTALLY ILL CHILDREN UNDER MEDICAID

The committee bill would authorize coverage of inpatient care in
State and local mental institutions for medicaid recipients under age
21, provided that the care consists of active treatment, that it is pro-
vided in an accredited institution, and that the State maintain its
own level of fiscal expenditure for care of the mentally ill under 21.

DEFINITION OF "PHYSICIAN" IN MEDICAID

The committee bill would define "physician" in title XIX to mean
a doctor of medicine or a doctor of osteopathy.

75 PERCENT MEDICAID MATCHING Fus I'OR PROFESSIONAL MEDICAL
PERSONNEL

The present 75 percent Federal medicaid matching rate for pro-
fessional medical personnel in State agencies would be expanded to
also include such personnel who, on a contract or similar basis, under-
take independent professional and medical audits of medicaid patients.



C. Catastrophic Health Insurance Program

The committee added to the House bill an amendment which would
establish a program of catastrophic health insurance under the Social
Security Act for all persons under age 65 who are insured under social
security, their spouses and dependent children, as well as all persons
under age 65 who are entitled to retirement, survivors, or disability
benefits under title II of the act, The health services to be covered,
and the applicable exclusions, are the same as under the medicare
program, except that there would be no upper limit on covered hos-
pital or extended care days or home health visits. Under the cata-
strophic health insurance program, benefits would be payable toward
the costs of inpatient hopitai services and post-hospital extended care
services above an annual deductible of 60 days of inpatient hospital
care for each individual, subject to a daily coinsurance amount. The
program would also cover 80 percent of reasonable costs incurred
for home health care and hospital outpatient services, and 80 percent
of reasonable charges incurred for other covered medical services
above an annual deductible amount which would initially be set at
$2,000 per family and which would rise 'in accordance with any in-
creases in the physicians' services component of the Consumer Price
Index. The program could be administered through regular medicare
administrative procedures and subject to all utilization, cost, quality
and administrative controls applicable under that program. Cover-
age under the program would be effective beginning January 1, 1972,
and the financing provisions necessary to pay for the additiional bene-
fits would become effective at the same time.

(29)
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D. Financing of Social Security Trust Funds

In order to pay for the. additional costs of the social security
changes proposed in the committee bill, including the new cata-
strophic illness insurance and the existing actuarial deficit in the hos-
pital insurance program, the social security tax base would be in-
creased from $7,800 a year to $9,000 a year, starting January 1, 1971,
as in the House-passed bill.

In addition, a new schedule of taxes would be provided. Like the
schedule of taxes proposed in the House bill, the committee bill would
decrease th€. taxes paid under the cash benefits program over the next
few years, and increase the taxes paid under the hospital insurance
program. Also, the. committee bill provides an additional tax of 0.3
percent in 1972, rising to 0.4 percent in 1980 to pay for the cata-
strophic illness insurance provided in the bill.

The following table compares the tax rates and the maximum taxes
under present law under the House-passed bill and under the com-
mittee bill:

(31)



SOCIAL SECURITY TAX RATES AND MAXIMUM ANNUAL SOCIAL SECURITY TAXES FOR EMPLOYEES, EMPLOYERS, AND SELF-EMPLOYED

Employees and employers, each Self-employed

OASDI HI CI Total Maximum
Year (percent) (percent) (percent) (percent) tax

OASDI
(percent)

HI
(percent)

Cl
(percent)

Total
(percent)

Maximum
tax

Present law:1
1970 4.2 0.6 4.8 $37440 6.3 0.6 6.9
1971—72 4.6 0.6 5.2 405.60 6.9 0.6 7.5

$538.20

585.00

1973—75 5.0 0.65 5.65 440.70 7.0 0.65 7.65 596.70
1976—79 5.0 0.7 5.7 444.60 7.0 0.7 7.7 600.60
1980—86 5.0 0.8 5.8 452.40 7.0 0.8 7.8 608.40
1987and after

House bill: a
1970

5.0

4.2

0.9

0.6

5.9

4.8

460.20

374.40

7.0

6.3

0.9

0.6

7.9

6.9

616.20

538.20
1971—74 4.2 1.0 5.2 468.00 6.3 1.0 7.3 657.00
1975—79 5.0 1.0 6.0 540.00 7.0 1.0 8.0 720.00
l980aodafter

Senate Finance Committee bill:
1971

5.5

4.4

1.0

0.8

6.5

5.2

585.00

468.00

7.0

6.6

1.0

0.8

8.0

7.4

720.00

666.00
1972 4.4 0.8 0.3 5.5 495.00 6.6 0.8 0.3 7.7 693.00
1973—74 4. 4 0. 9 0. 3 5. 6 504. 00 6. 6 0. 9 0. 3 7. 8 702. 00
1975—79 5.0 1.0 0.35 6.35 571.50 7.0 1.0 0.35 8.35 751.50
1980—85 5.5 1.1 0.4 7.0 630.00 7.0 1.1 0.4 8.5 765.00
1986 and after 6.1 1.1 0.4 7.6 684.00 7.0 1. 1 0.4 8.5 765.00

I Tan rates apply to annual earsingx up to $7,800. 2 Assumes tax rates apply to annual earnings up to $9,000 after 1970.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—HR. 17550 AS REPORTED BY SENATE FINANCE COMMITTEE

1ST-YEAR BENEFIT COSTS AND NUMBER OF PERSONS AFFECTED UNDER THE BILL AS PASSED BY THE HOUSE

OF REPRESENTATIVES AND AS REPORTED BY THE SENATE FINANCE COMMITTEE

1st-year benefit
costs' (millions)

Present law
beneficiaries
immediately

affecled 5 Newly eligible
(thousands) personss(thousands)

Provisinn

Senate
Finance

House Commit-
bill tee bill

Senate Senate
Finance Finance

House Cummit- House Cnmmit-
bill tee bill bill tee bitt

Total

General benefit increase

$3, 970 $6, 535 (4) (4) $504 $624

1,729 5,003 $26, 300 $26, 300 6 6

Modified retirement test 404 404 650 650 380 380

Age 62 compntation point 1,040 6 10,200 60

Increased benefits for widnws and
widowers 689 649 3,300 2,700

Shnrten disability waiting perind to 4
mnnths (5) 185 (5) 140 (5)

Nnncontributory credits br military
service after 1956 35 35 130 130

Children disabled at ages 18 to 21 11 13 13 13

LIberalized provisions for blind
workers 25 240 313 225

ElectIon tn neceive larger tuture
benefits by certaIn beneficiaries
eligIble for more than 1 actuarially
reduced benefit 17 (5) 100 (5) (5)

LIberalized woikmen's compensation
offset 7 (5) (5) 5 (5)

ElimInate support requirement for
divorced wives and surviving
divorced wives 13 (5) (3) 10 (5)

Represents additional benefit payments in fiscal year 1972.
Present law beneficiaries whose benefit for the effective month would be increased under the provision.
Persons who cannnt receive a benefit under present law for the effective month, but who would receive a benefit for

such month under the provision.
I Figures not additive because a beneficiary may be affected by more than I provision.

Provision out included.



E. Trade Act of 1970

PURPOSES

The committee's trade amendment (Title III of this bill) is derived,
with changes, from I-T.R. 18970 which passed the 1-louse of Representa-
t,ives on November 19, 1970.

In brief, the general purposes of the Committee's trade amendment
are:

(1) To provide to the President. limited tariff-reducing authority
for compensatory purposes until July 1, 1975;

(2) To strengthen our unfair trade practice statutes and thus en-
able industry and workers who are adversely affected by
unfair foreign trade practices to receive a fair opportunity
for relief;

(3) To revise the adjustment assistance and tariff adjustment pro-
cedures and criteria in the Trade Expansion Act of 1982,
and provide a fair opportunity for injure.d industries,
firms, and workers to receive adequate and prompt relief;

(4) To establish import quotas on textiles and footwear, unless:
(a) the President finds them not to be in the national in-
terest or (b) voluntary agreements limiting such imports
are consummated with foreign governments, or (c) the
President finds that imports do not disrupt the U.S.
market;

(5) To revise the national security provisions of the Trade Ex-
pansion Act to preclude the use of duties or tariffs when-
ever the President has determined that imports of a partic-
ular product or material are threatening to impair the
national security;

(6) To strengthen the independent status of the U.S. Tariff
Commission; and

(7) To make various other changes in our tariff and trade laws
which will streamline the procedures dealing with specific
import or export problems.

TRADE AGREEMENT AUTHORITY

The President's trade agreement authority under the Trade
Expansion Act of 1962 terminated at the close of June 30, 1967. The
President has been without such authority since that time and in his
trade message to the Congress, of November 18, 1969, he requested
renewal of the authority, including new authority to reduce duties.

The committee amendment would extend the President's authority
to enter into new trade agreements under the Trade Expansion Act
of 1962 to July 1, 1975. The President is given new authority to reduce
duties by 20 percent, or 2 percentage points, below the rates of duty
which will exist when the final stage of the Kennedy Round reduction

(35)
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becomes effective on January 1, 1972. The committee. amendment wouldlimit the President's authority to enter into and carry out new tradeagreements to those situations in which coInpensatorr concessions
are necessary to offset the effects of an increase in U.S. duties or
Imposition of other restrictions by the U.S. Government on theproducts of a foreign country which were bound under a trade
agreement. Should reductions in duty under the new authority be
agreed to prio to the, final stages of the Kennedy Round, the remain-
ing stages of Kennedy Round reductions and the new reductions agreed
to are to be aggregated and made effective in at least two stages.

OTHER PRESIDENTIAL AUTHORITY

Concern has been expressed about the barriers to trade which
have developed despite the Kennedy Round of trade negotiation.
In 1962, the Committee on Finance added section 252 to the Trade Ex-
pansion Act to provide new authority and direction to the President to
act against import restrictions or other acts of foreign countries which
unjustifiably or unreasonably burden or discriminate against U.S.
commerce. The Trade Act. of 1070 broadens the President's authority
to deal with foreign trade barriers and streamlines the procedures
for handling specific complaints.

The Trade Act of 1970 also amends the President's authority to
safeguard the national security by providing that any adjustment of
imports under the national security authority shall not be accoin-
pushed by the imposition or increase of any duty or of any fee or
charge having the effect of a duty. In addition, time limitations are
imposed on the Director of the Office of Emergency Preparedness in
making determinations on applications for action under the national
security provision.

TARIFF ADJUSTMENT AND ADJUSTMENT ASSISTANCE

The need for making less rigid the criteria for determining serious
injury from increased imports is met in title III both for tariff
adjustment for industries and adjustment assistance in the case of
firms or groups of workers.

Tariff Adjustment.—In present law, the criteria for determining
serious injury are the same for tariff adjustment for industries and for
adjustment assistance for firms and workers. The committee agrees
with the House and the Administration that the present criteria are
too stringent. Under the new provisions, the Tariff Commission, in
the case of tariff adjustment, or the President., in the case of ad)ust-
ment assistance, is to determine whether increased imports "con tr bute
substantially" toward causing or threatening to cause serious 'injury.
In the case of tariff adjustment., the committee provided that in-
creased imports must be. related in whole or in part to the duty or
other customs treatment reflecting tariff concessions agreed to by
the United States.

If serious injury is found to an industry, those Commissioners
finding injury are to make an additional determination under the
new provision. This additional determination will be in the affirma-
tive if the Commission finds that imports of the article are: (1)
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acutely or severely injuring a domestic industry or (2) threatening
to acutely or severely injure a domestic industry.

A majority of the Commissioners present and voting is to be required
for an affirmative injury determination and a majority of those Com-
missioners finding Injury under the criteria provided must determine
the type of import restriction required to remedy the injury.

When the Commission finds and reports to the President an affirma-
tive injury determination, the President is required to take such
action as he deems necessary to prevent or remedy the injury so found
unless he determines that such action is not in the national interest.
In the case of an additional affirmative determination by the Commis-
sion on the question of acute or severe injury, the President is required
to impose the import restrictions found by the Commission to be
necessary to prevent or remedy the acute or severe injury unless he
determines that such action would not be in the national interest.
As is presently provided, if the President does not make effective the
remedy determined by the Tariff Commission, he must report to the
Congress within 60 days of the receipt of the Tariff Commission's
report and findings. In such case, the existing provisions of law with
respect to Congressional implementation of the Tariff Commission
finding as to the action necessary to prevent or remedy the injury
would continue to apply.

Section 352 of the Trade Expansion Act with regard to orderly
marketing agreements is amended to provide that the President may,
at any time, negotiate such agreements on articles subject. to tariff
adjustment or upon which lie has received an affirmative injury
determination.

New review procedures on pending tariff adjustment action are
provided. In any report by t.he Tariff Commission reviewing such
tariff adjustment actions, it must include information on steps taken
by firms in the industry to compete more effectively with imnorts.
In addition, in any review of tariff adjustment actions by the Tariff
Commission, as a result of which the President may determine to
extend, in whole or in part, or terminate such action, the Commission
will be required to determine whether the existing restrictions on
imports are sufficient to prevent or remedy injury to the domestic
industry.

Adjustment Assistance.—The Trade Act of 1970 also revises the
procedures for petitions by firms or groups of workers to provide thwt
petitions by firms or groups of workers are to he made to the Presi-
dent rather than the Tariff Commission. The Tariff Commission will
continue to provide the President with a factual report to assist the
President in making his determination as to eligibility of firms and
groups of workers to apply for adjustment assistance.

The amendment provides increased trade adjustment allowances
payable to adversely affected workers. Under existing law, the allow-
ance is 65 percent of the worker's average weekly wage or 65 percent
of the average weekly manufacturing wage, whichever is lower. The
amendment increases each of these percent.ages to 75 percent.

The amendment provides that if the President does not provide
tariff adjustment for an industry after an affirmative injury deter-
mination by the Tariff Commission, lie is required to provide that the
firms and workers in that industry may request certification of eli-
gibility for adjustment assistance.
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The Committee also provided the Tariff Commission with a period
of 90 days after the date of enaotment of this Act to make the necessary
changes in its rules and regulations and to so organize its staff to
expeditiously process the tariff adjustment and adjustment assistance
petitions filed under the provisions of this Act. No new petition may
be filed under section 301 (a) of the Trade Expansion Act until the
Tariff Commission issues new rules and regulations, which must be
within 90 days after enactment.

QUOTAS ON CERTAIN TEXTILE AND FOOTWEAR ARTICLES

We believe that the tariff adjustment amendments described above
will be sufficient to deal with competitive situations facing many do-
mestic producers in the economy. However, the effects of rapidly
increasing imports on two basic industries are such as to require ex-
traordinary measures. Part B of title III of this bill deals with the
extremely serious threat to the textile and apparel industry and to the
nonrubber footwear industry.

Under part B of title III, the total quantities of imports of cer-
tain textile and footwear articles are to be limited by category and by
country beginning in the year 1971. For that year, imports are to be
limited to the annual average quantities imported during the three cal-
endar years 1967 through 1969. For the years after 1971, the total
quantity of imports of each category of textile articles or footwear
articles is to be limited to the quantity determined for the foreign
country for the preceding year pius an increase determined by the
President. Any such increase is to be limited to a percent age not over
5 percent of the total quantity permitted to be entered in the immedi-
ately preceding year as the President determines to be consistent with
the purposes of the quota provisions.

The President is authorized to exempt from quotas imports of
articles: (1) which he determines are not disrupting the U.S.
market, (2) when he determines that the national interest requires
such action, or (3) when he finds that the supply of such articles in the
domestic market is insuffieient to meet demand at reasonable prices.

In addition, the President is authorized to negotiate agreements
under which imports of textiles and footwear would be contrOlled
on a voluntary basis. Imports covered by such agreements would
also be exempt from quantitative limitations as would imports of
cotton textile articles as a result of the existing Long Term Arrange-
ments on Cotton Textiles.

Determinations with respect to the establishment of or change in
quantitative limitations or exemptions from such limitations, other
than determinations made by the President for national interest
reasons, would be subject to the rulemaking provisions of the Ad-
ministrative Pro'edure Act.

The quota limitations provided in the bill would terminate on
July 1, 1976, unless the President finds that the extension of the
quantitative limitations for periods not to exceed 5 years would be
in the national interest.
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OTHER TARIFF AND TRADF. PRovIsIoNs

The magnitude and the nature of U.S. foreign trade has changed
remarkably over the past decade. Although both imports and
exports separately account for about 4 percent of the gross national
product, they now exceed $80 billion. The committee is concerned that
the rules of competition governing this volume of trade be fair to all
concerned. Consequently, the committee has tightened the domestic
procedures with respect to such international trade practices as dump-
ing and subsidization of exports. Greater recognition as to the role of
the Tariff Commission as an independent agency is emphasized in
amendments made to'the Tariff Act of 1930. The committee directs the
Executive and the Tariff Commission to conduct a series of studies
aimed at developing basic principles of free and fair trade, insuring
reciprocity for U.S. commerce, and fair international labor standards.
Provision is also made for the solution of specific trade problems which
cannot be remedied under existing provisions of law.

ANTIDUMPING ACT OF 1921

The Antidumping Act is amended to provide that the Secretary of
the Treasury must take initial action within 4 months after the ques-
tion of dumping has been presented to him. In exceptional cases the
Secretary would have an additional 90 day period to reach such a find-
ing, if he published in the Federal Register, within 60 days after the
complaint is received, the reasons why additional time is absolutely
necessary. Under the committee amendment, this would require the
withholding of appraisement within that period should the Secretary
of the Treasury have reason to suspect that sales at less than fair
value are, or are likely to be, taking place. Should the Secretary of
the Treasury's initial action involve a tentative negative determina-
tion, the Secretary would be authorized to withhold appraisement
within three months after the notice of negative determination has
been made if he should reverse his initial negative determination. In
addition, the Antidumping Act is amended to provide criteria for a
determination of dumping with regard to imports from State con-
trolled economies. The amendment reflects existing Customs practices.

COUNTERVAILING DUTY PROVISION

The countervailing duty provision is amended to require the Secre-
tary of the Treasury to make a determination within 12 months after
the question is presented to him as to whether a bounty or grant has
been bestowed on imports into the United States.

Under the bill, subsidized duty-free imports are also to be sub]ect to
the countervailing duty provisions but only if the Tariff Commission
should determine that such subsidized imports are injuring a domestic
industry. The countervailing duty provision is also amended to provide
the Secretary of the Treasury with discretionary authority with re-
spect to the imposition of a countervailing duty on an article subject
to quantitative limitation or subject to agreements under which the
volume of exports to the United States is limited. Countervailing
duties would be imposed when the Secretary determines that such
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limitations are not an adequate substitute for a countervailing duty
with respect to the article in question.

TARIFF COMMISSION

In view of the added investigative and statutory burden on the
Tariff Commission which will result from this legislation and in
view of flie, concern of the committee to protect the inclepen'cleiit nature
of the Tariff Commission, the committee provided, in effect., that t.he
Tariff Commission's budget shall be directly appropriated by the
Congress (as is the budget of other independent agencies such as the
General Accounting Office), and that the Executive shall not have
authority to reorganize the Commission. The committee bill also
would direct the Tariff Commission to do a iiumber of studies which
could lay the ground-work for a fresh approach to U.S. trade problems
and agreementh.

COMPREhENSIVE STUDIES BY THE PRESIDENT AND TARIFF COMMISSION

There are a nuniher of outstanding problems in the field of inter-
national trade which require intensive study. One such problem is
the apparent lack of balance. and reciprocity in the General Agree-
inent on Tariffs and Trade. The I)reSently constituted GATT agree-
ment. contains certain provisions that were written in 1947 when the
United States had an overwhelmingly dominant position in world
trade. They were designed at that time to put more dollars into the
hands of the then war-torn European countries. The international
economic positions of Europe, Japan, and the United States have
changed so radically since the end of World War II that a new
executive agreement incorporating the provisions of commercial
reciprocity in all trade. and investment matters appears to be desir-
able. As a first step toward the realization of this goal, the committee's
bill authorizes and directs the executive branch and the Tariff Com-
mission to conduct a. series of studies dealing with the U.S. position
in world trade and the rules under which trading nations can freely
and fairly compete in world markets. It would be expected that. this
series of studies will lead to concrete negotiating proposals to the
Congress arid ultimately to new agreement.s and machinery for coping
with all trade and investment problems.

FOREIGN TRADE STATISTICS

The committee trade amendment also provides for the collection and
publication of U.S. import. statistics which wi'l show c.i.f. value and
thus include the cost of insurance, freight and other charges associated
with c.i.f. value. This is the practice recommended to all countries by
the United Nations and the International Monetary Fuiid for com-
puting balance of trade. statistics. Over 100 countries have adopted the
so-called c.i.f. basis of measuring imports; only the Tjnited States and
a few other countries use the free on board (f.o.b.) system, under
which imports are tabulated on t.he basis of their value at the foreign
port.. The committee felt that the c.i.f. system will be more. comparable
to the method of publishing import statistics used by most other coun-
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tries. Moreover, the committee's bill provides that U.S. export.s, which
are financed directly by Government grants and credits, should be
shown separately from other exports on all monthly statistics which
are published by the Department of Commerce.

MISCELLANEcyrJS TRADE PROVISIONS

The committee trade amendment also would provide certain tariff-
rate quota controls on imports of glycine and related products and on
mink furskins.

The committee also provided a quarterly allocation of meat import
quotas and closes a loophole concerning "prepared" fresh, chilled, and
frozen beef and veal. The committee amendment does not extend the
meat quota provisions to any other products not currently under
quota.

The committee amendment also provides that additional invoice
information will be required from foreign shippers for th ptirpose
of statistical classification of imports.

The committee amendment also would reduce the rate of duty on
parts of ski bindings.

A new provision of law would authorize the President to impose a
suspension of trade with a nation which permits the uncontrolled or
unregulated production of or trafficking in certain drugs in a manner
to permit these drugs to fall into illicit commerce for ultimate dis-
position and use in this country.





F. Amendments to Public Assistance Programs and Work
Incentive Program

1. AID TO THE AGED, BLIND, AND DISABLED

NATIONAL MINIMUM INCOME STANDARDS FOR THE NDY AGED,
BLIND, AND DISABLED

The committee bill would establish a national minimum income
level for persons who receive cash assistance under federally matched
State welfare programs for the needy aged, blind, and disabled. States
would be required to provide a level of assistance sufficient to assure
persons in these categories a total monthly income from all sources
of at least $130 for a single individual or $200 for a couple. In the
aged category this provision would result in increased assistance for
eligible single aged individuals in about 31 States and for eligible
aged couples in about 36 States. Concurrently with establishing these
national minimum standards for assistance to the aged, blind, and
disabled, the committee bill would make persons receiving such as-
sistance ineligible to participate in the food stamp program. In effect,
the bill would give needy persons more cash in lieu of food stamps.

PASS-ALONG OF SOCIAL SECURITY INCREASES TO WELFARE RECIPIENTS

Under other provisions of the bill, social security benefits would be
increased by 10 percent, with the minimum basic social securit.y bene-
fit increased to $100 from its present $64 level. If no modification
were made in piesent welfare law, however, many needy aged, blind,
and disabled persons would get no benefit from these substantial in-
creases in social security since offsetting reductions would be made
in their welfare grants. To assure that such individuals would enjoy
at least some benefit from the social security increases, the committee
bill requires States to raise their standards of need for those in the
aged, blind, and disabled categories by $10 per month for a single
individual and $15 per month for a couple. As a result of this provi-
sion, recipients of aid to the aged, blind, or disabled, who are also
social security beneficiaries, would enjoy an increase in total monthly
income of at least $10 ($15 in the case of a couple).

DEFINITIoNs OF BLINDNESS AND DISABILITY

The committee bill provides for the establishment of nationally
uniform definitions of blindness and disability for purposes of the
federally matched programs of assistance to the blind and disabled.
The definitions adopted are those already applied in the disability
insurance program established under title II of the Social Security
Act.
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The term "disability" would be defined by the committee bill as
"inability to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment which can
be expected to result in death or has lasted or can be expected to last
for a continuous period of not less than 12 months," vit.h further
clarification of the meaning of "substantial gainful activity."

The term "blindness" would be defined as "central visual acuity
of 20/200 or less in the better eye with the use of correcting lens."
Also included in this definitioji would be the particular sight limita-
tion which is referred to as "tunnel vision."

Under present law each State is free to piesibe its own definition
of blindiless and disability, and the committee bill would permit States
to continue assistance to individuals who are now on the rolls under
the existing State definition, but who would not be considered blind
or disabled under the new Federal definitions.

PROHIBITION OF LIENS IN THE PROGRAM OF AID TO TIlE BLIND

The committee bill would prohibit any State from imposing a lien
on a blind individual's property as a condition of his receiving
Federally—matched Aid to the Blind welfare payments. Present law
leaves the matter of ]iens up to the discretion of the States.

FISCAL RELIEF FOR TilE STATES

The committee bill includes a provision which generally would not
require States in future years to spend more for assistance to the
aged, blind, and disabled than 90 percent of their expenditures for
this purpose in calendar year 1970. The 10 peiceiit savings would l)e
paid from Federal funds as would the full amount of any increased
expenditures resulting from mandatory provisions of the bill (such
as the $10 pass-along of social security increases and the $130 national
minimum standard for assistance to the aged, blind, and disabled).
Increases in caseloads resulting from normal program growth would
also be fully paid for with Federal funds, but increased expenditures
resulting from liberalizations in State welfare programs not required
by Federal law would not be covered by the 90 percent limitation.
Such optional State liberalizations would he financed in accord w-ifh
the regu]ar Federal-State matching provisions.

2. CHILD CARE

Although present law includes provisions designed to make child
care services available to needy families with children, these services
are still unavailable to many who need them. The lack of child care
is particularly serious for those who wish to participate in work or
training programs. or who undertake employment in an effort to
become economically independent. The committee bill would promote
the. development of additional services both by providing for more
favorable matching to the States for child care services and by estab-
lishing a new mechanism for the delivery of these services, the Federal
Child Care Corporation.
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FEDERAL MATCHING SHARE

The bill provides for an increase from 75 percent to 90 percent in
the Federal matching share for child care services provided by the
States under title fl' part A of the Social Security Act. The Secre-
tary of Health, Education, and Welfare would be authorized to pay
100 percent of the cost of child care for a limited period of time in
cases where he determined that necessary care would otherwise be un-
available. The 90 percent matching rate would be available to the
States for child care for families receiving Aid to Families with De-
pendent Children and also for past and potential recipients, if the
State has adopted the optional program for these groups. States would
be required to maintain their present efforts so that additional Federal
funds would result in expanded child care services.

FEDERAL CHILD CARE CORPORATION

As a mechanism to expand the availability of child care services,
the bill would establish a Federal Child Care Corporation. The
Corporation would have as its first prioiiy making available child
care services to children of parents eligible for such services under
the AFDC program and who need them in order to participate in
employment or training. However, it would also have the broader
function of making child care available for any family which may
need it, regardless of welfare status.

The bill provides for $50 million as initial working capital for the
Corporation. This amount would be in the form of a loan by the
Secretary of the Treasury and would be placed in a revolving fund.
The money would be used by the Corporation to begin arranging for
child care services. Initially, the Corporation would contract with
existing public, private nonprofit, and proprietary facilities to serve
as child care providers. To expand services, the Corporation would also
give technical assistance and advice to organizations interested in
establishing facilities under contract with the Corporation. In addi-
tion, the Corporation could provide child care services in its own
facilities.

Fees would be charged for all services provided or arranged for by
the Corporation. The fees would go into the revolving fund to provide
capital for further development of services and to repay the nitia1
loan. They would be set at a level which would cover the costs to the
Corporation of arranging child care.

The bill also includes a provision which authorizes the Corporation
to issue bonds for construction if, after the first two years of operation,
the Corporation feels that additlional funds for capital construction of
child care facilities are needed. Up to $50 million in bonds could be
issued each year, with an overall limit of $250 million on bonds out-
standing. Construction is to be undertaken only if child care services
cannot. be provided in existing facilities.

Federal child care sta'dards are specified in the amendment to as-
sure. that adequate space, staff and health requirements are met. In
addition, facilities used by the Corporation would have to meet the
Life Safety Code of the National Fire Protection Association. Any
facility in which child care is provided by the Corporation, either di-
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rectly or by contract, would have to meet the Federal standards, but
would not be subject to any licensing or other requirements imposed
by States or localities.

The Corporation, while providitig a mechanism for expanding the
availability of child care services, would not provide funds to subsi-
dize child care. Those who are able to pay would 1)e charged the full
cost of services. The cost of child care needed by families on welfare
would be paid by State welfare agencies.

State welfare agencies would be free to use the services of the Cor-
poration in providing child care to welfare recipients, but would not
be required to do so.

The Corporation would also have the authority to conduct programs
of 111-service training, either directly or by contract.

The bill requires the Corporation to submit a report to each Con-
gress on the activities of the Corporation, including data and. infor-
mation necessary to apprise the Congress of the actions taken to
improve the quality of child care services and plans for future
improvement.

The Corporation would be headed by a Board of Directors con-
sisting of three members, to be appointed by the President with the
consent. of the Senate. The members of the Board would hold office
for a term of three years.

A National Advisory Council on Child Care w-ould be established
to provide advice and recommendations to the Board on matters of
general policy and with respect to improvements in the administra-
tion of the Corporation. The Council would be composed of the Sec-
retary of Health. Education. and Welfare, the Secretary of Labor,
the Secretary of Housing and ITrban Development, and 12 individuals,
appointed by the Board.

3. IMPROVEMENTS IN THE WORK INCENTIVE PROGRAM

The Work Incentive Program was created by the Congress as a
part of the Social Security Amendments of 19'7. It represents an
attempt to cope with the problem of rapidly growing dependency on
welfare by providing welfare recipients with the training and job
opportunities needed to help them become financially independent.

Experience under the program has shown that a number of modi-
fications are desirable. The committee's bill is designed to strengthen
and improve the program.

ON-TILE-Jon TRAINING AND Punrac SERVICE EMPLOYMENT

A major criticism of the present Work Incentive Program has been
the lack of development of on-the-job training and public service em-
ployment. On-the-job training and public service employment offer the
best opportunity for employment of welfare recipients because they
provide training in actual job situations. Unfortunately. less than two
percent of the w-elfare recipients enrolled in the Work Incentive Pro-
gram today are participating in on-the-job training and public service
employment. The committee. amendment would require that at least
40 percent of the funds spent for the Work Incentive Program be
used for on-the-job training and public service employment.
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The cominitt'e bill would also simplify, the financing and increase
the Federal share of the cost of public service employment (formerly
called special work projects) by providing 100 percent Federal fund-
ing for the fit-st year and 90 percent Federal sharing of the costs in
subsequent years' (if the project was in effect less than three years,
Federal sharing for the first iear would be cut back to 90 percent).

TAx INCENTIVE FOR HIRING WIN PARTICrPANTS

As an incentive for employers in the prite sector to hire individ-
uals 1)laced in employment through the Work Incentive Program,
another feature of the amendment w-ould provide a tax credit equal
to 20 percent of the wages and salaries of these individuals. The credit
would only apply to wages paid to these employees during their first
12 months of employment, and it would be recaptured if the employer
terminated employment of an individual during the first 12 months
of his employment or before the end of the following 12 months.
This recapture provision would not apply if the employee became
disabled or left work voluntarily. (The tax credit is described more
fully in Part H of this summary.)

REGISTRATION OF WELFARE RECIPIENTS AND REFERRAL FOR WORK
AND TRAINING

Under present law, all "appropriate" welfare recipients must be
referred by the welfare agency to the Labor Department for par-
ticipation in the '\Vork Incentive Program. Certain categories of
persons are statutorily considered inappropriate. Persons may
volunteer to participate in the 'Work Incentive Program even if the
State welfare agency finds them inappropriate for mandatory referral.

Another criticism of the program has been that the State applica-
tion of those standards of "appropriateness" for the program have
resulted in w-idely differing rates of referrals and program participa-
tion. The committee's bill would eliminate this situation with a series
of amendments. First, it w-ould require welfare recipients to register
with the Labor Department as a condition of welfare eligibility unless
they fit within one of the following categories:

1. Children who are under age 16 or attending school;
2. Persons who are ill, incapacitated or of advanced age;
3. Persons so remote from a 'WIN project that their effective

participation is precluded;
4. Persons whose presence in the home is required because of

illness or incapacity of another member of the household; and
5. Mothers with children of preschool age.

At least 15 percent of the registrants in each State would be required
to he prepared by the welfare agency for trainine and referred to the
Work Incentive Program each year; States failing to meet this per-
centwe would be subject to a decrease in Federal matching funds
for aid to famil'ies with dependent. children. The committee bill would
also establish clear statutory direction in determining which individ-
uals would receive employment or training by generally requiring the
Departments of Labor and Health, Educatioi, and 'Welfare to accord
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priority in the following order, taking into account employability
potential:

1. Unemployed fathers;
2. Dependent children and relatives age 16 or over who are not

in school, working or in training;
3. Mothers who volunteer for participation; and
4. All other persons.

Thus, under the amendment, mothers would not be required to par-
ticipate until every person who volunteered was first placed.

LIBERALIZED FEDERAL MATCHING FOR TRAINING

The committee bill increases from 80 percent to 90 percent the rate
of Federal matching for WIN training expenditures. Welfare agency
expenditures for social, vocational rehabilitation, and medical services
which are provided to directly support an individual's participation in
WIN would also be matched at the 90 percent rate. Under existing law,
these services are now generally matched by the Federal Government
at the 75 percent rate.

LABOR MARKET PLANNING AND PROGRAM COORDINATION

The committee bill would require the Secretary of Labor to estab-
lish local labor market advisory councils whose function would be to
identify present and future local labor market needs. The findings of
these councils would have to serve as the basis for local training plans
under the Work Incentive Program to assure that training was related
to actual labor market demands.

The committee also mandates coordination between the Departments
of Labor and Health, Education, and Welfare and their counterparts
at the local level. The committee bill would require a separate WIN
unit in local welfare agencies and joint participation by welfare and
manpower agencies in preparmg employability plans for WIN par-
ticipants and in program planning generally.

EARNED INCOME DISREGARD

Under present law States are required, in determining need for Aid
to Families with Dependent Children, to disregard the first $30
monthly earned by an adult plus one-third of additional earnings.
Costs related to work (such as transportation costs) are also deducted
from earnin°s in calculating the amount of the welfare benefit.

Two probTems have been raised concerning the earned income dis-
regard under present law. First, Federal law neither defines nor limits
what may be considered a work-related expense, and this has led to
great variation amopg States and to some cases of abuse. Secondly,
some States have complained that the lack of an upper limit on the
earned income disregard has the effect of keeping people on welfare
even after they are working full-time at wages well above the poverty
line.

The committee bill would deal with both of these problems by modi-
fying the earnings disregard formula and by allowing only day care
as a separate deductible work expense (with reasonable limitations on
the amount allowable for day care expenses). Under the committee
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bill, States would be required to disregard the first $60 earned monthly
by an individual working full-time ($30 in the case of an individual
working part time) plus one-third of the next $300 earned plus one-
fifth of amounts earned above this.

4. FAMILY PLANNING SERVICES

Under present law, family planning services must be offered all ap-
1)Iopiiate welfare recipients; 75 percent Federal matching is available
in meeting the cost of family planning services. The committee bill
would provide. 100 percent. Federal funding for family planning serv-
ices offered recipients of Aid to Families with Dependent Children. In
addition, there would be 100 percent Federal funding, at the State's
option, for those who were once welfare recipients or who are likely
to become welfare recipient.

5. EMERGENCY ASSISTANCE FOR MIGRANT FAMILIES

The bill would require the States to establish State-wide programs to
provide emergency assistance to needy migrant families with children.
The Federal matching rate would be 75 percent. Under present law
the establishment of programs for migrant families is optional with
the States, and the Federal share is 50 percent. As under the existing
program, assistance could be in the form of money payments or pay-
ments in kind. Assistance would be limited to a period not to exceed
30 days in any .12-month period.

6. OBLIGATION OF A DESERTING FATHER

Present law requires that the State welfare agency undertake to
establish the paternity of each. child receiving welfare who was born
out of wedlock and to secure support for hith; if the child has been
deserted or abandoned by his parent, the welfare agency is required
to secure support for the child from the deserting parent, utilizing
any reciprocal arrangements adopted with other States to obtain or
enforce court orders for support. The State welfare agency is further
required to enter into cooperative arrangements with the courts and
with law enforcement officials to carry out this program. Access is
authorized to both Social Security and Internal Revenue Service
records in locating deserting parents.

rrhe committee added to these provisions an amendment which would
make it a Federal misdemeanor for a father to cross State lines in
order to avoid his family responsibilities.

In addition, the committee bill also provides that an individual who
has deserted or abandoned his spouse, child, or children shall owe a
monetary obligation to the United States equal tO the Federal share
of any welfare payments made to the spouse or child during the period
of desertion or abandonment. In those cases where a court has issued
an order for the support and maintenance of the deserted spouse or
children, the obligations of the deserting parent would be limited to
the amount specified by the court order. If the State has obtained a
court order, the Federal Government would attempt to recover both
the Federal and non-Federal share of welfare payments to the desert-
ing father's family. If the State has not obtained a court order, the
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Federal Government would only attempt to recover the Federal share
of the welfare payments. The deserting parent's obligation could be
collected in the same manner as any other obligation against the United
States.

The bill also would authorize Federal officials knowing the where-
abouts of a deserting parent to furnish this information to such par-
ent's spouse (or to the guardian of his child) in cases in which a court
order for child support has been issued against him.

7. CLARIFICATION OF CONGRESSIONAL INTENT REGARDING WELFARE
STATUTES

DENIAL OF ELIGIBILny FOR Am TO FAMILIES WITH DEPENDENT CHu.-
DREN WHERE THERE Is A CONTINUING PARENT-CHILD RELATIONSHIP

Under present law, aid to families with dependept children is avail-
ab]e to children who have been deprived of parental support by reason
of the "continued absence from the home" of a parent. In a recently
decided opinion, the Supreme Court ruled that a State could not con-
sider a child ineligible for welfare when there was a substitute parent
with no legal obligation to support the child. The Court stated: "We
believe Congress intended the term 'parent' in section 406(a) of the
act * * * to include only those persons with a legal duty of support."

The committee bill would clarify Congressional intent by permit-
ting States to take into account the presence of a man in the house if
there exists between the man and the dependent child a continuing
parent-child relationship. For purposes of determining whether such
relationship exists between a child and an adult individual, only the
following factors could be taken into account:

(1) They are frequently seen together in public;
(2) The individual is the parent of a half-brother or half-

sister of the child;
(3) The individual exercises parental control over the child;
(4) The individual makes substantial gifts to the child or to

members of his family;
(5) The individual claims the child as a dependent for income

tax purposes;
(6) The individual arranges for the care of the child when his

mother is ill or absent from the home;
(7) The individual assumes responsibility for the child when

there occurs in the child's life a crisis such as illness or detention
by public authorities;

(8) The individual is listed as the parent or guardian of the
child in school records which are designed to indicate the identity
of the parents or guardians of children;

(9) The individual makes frequent visits to the place of resi-
dence of the child; and

(10) The individual gives or uses as his address the address of
such place of resIdence in dealing with his employer, his creditors,
postal authorities, other public authorities, or others with whom
he may have dealings, relationships, or obligations.

A child-parent relationship could be determined to exist only on
the basis of an evaluation of these factors taken together with any-
evidence which may refute any inference related to these factors.
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DURATION OF RESIDENCE REQUIREMENT

The committee bill requires States to impose a one-year duration of
residence requirement in determining eligibility for welfare. How-
ever, Federal matching would not be denied solely because a State
failed to meet this requirement. If a welfare recipient moved to a
State with a one-year duration of residence requirement, his State of
origin would be required to continue his welfare payments (as long as
lie remained eligible) for up to 12 months, by which time the indi-
vidual could establish eligibility for welfare in his new State of
residence.

LIMITATION ON DURATION OF WELFARE APPEALS PROCESS

Recently the Supreme Court ruled that assistance payments could
not be terminated before a recipient is afforded an evidentiary hear-
ing. The committee bill would require that States reach decisions on
an individual appeal within 30 days. The committee bill also requires
the repayment of amounts which it is determined a recipient was not
entitled to receive. Any amounts not repaid could be considered an
obligation of the recipient to be withheld from any future assistance
payments to which the individual may be entitled.

STATES PERMITTED TO SEEK TO ESTABLISH NAME OF PUTATIVE FATHER

A recent court decision held that a mother's refusal to name the
father of her illegitimate child could not result in denial of aid to
families with dependent children (AFDC). The applicable Stat
regulation was held to be inconsistent with the provision in Federal
law that AFDC be "promptly furnished to all eligible individuals"
on the grounds that the State regulation imposed an additional con-
dition of eligibility not required by Federal law. The Court reached
this conclusion despite the explicit requirement in Federal law that
States attempt to establish paternity when a child is born out of
wedlock.

The committee's bill would clarify congressional intent by specify-
ing that the requirement that welfare be furnished "promptly" may
not preclude a State from seeking the aid of a mother in identifying
the father of a child born out of wedlock.

REQUIRING WELFARE RECIPIENT TO PERMIT CASEWORKER IN THE HOME

The committee amendment permits States, if they wish, to require
as a condition of welfare eligibility that recipients allow a caseworker
to visit the home. Home visits would have to be made at a reasonable
time and with reasonable advance notice.

8. REGULATIONS OF THE DEPARTMENT OF HEALTH, EDUCATION,
AND WELFARE

The committee bill would curb the regulatory authority of the
Department of Health, Education, and Welfare in several particulars.
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"DECLARATION METIIOI)' OF I)ETERMINING ELIGIBILITY PERMIT'rED BUT
OT REQUIRED

The Committee bill would preclude the Secretary of Health, Edu-
cation, and Welfare from requiring by regulation that States use a
simplified declaration method in determining eligibility for welfare.
As under present law, States would be free to use this method if they
so wished, but they could not be required to do so by regulation.

DEFiNITIoN OF LXEMPLOYMENT

Under present law, Aid to Families with Dependent Children may
be paid to a family headed by an unemployed father, at the option
of the State (23 States now offer such assistance). How-ever, there is
no Federal definition of "unemployment" in t.he statute. The committee
approved an amendment defining a father as uiiemployed for welfare
purposes if he has worked less than 10 hours in the last week or less
than 80 hours in the last 30 days.

9. USE OF FEDERAL FUNDS TO UNDERMINE FEDERAL PROGRAMS

The committee added a section to the general provisions of the So-
cial Security Act specifying that no Federal funds may be used to pay,
directly or indirectly, the compensation of any individual who in any
way participates in Federally supported legal action designed to
nullify congressional statutes or policy under the Social Security Act.

10. USE OF SOCIAL SECURITY NUMBERS

The committee bill requires that on and after January 1, 1972,
State welfare agencies use the social security number of each welfare
recipient as an identification number in the administration of public
assistance programs.

11. TESTING OF WELFARE REFORM ALTERNATIVES

The committee bill provides for a broad program of testing of vari-
ous approaches to reform of the welfare system. The Secretary of
Health, Education, and Welfare would be authorized to conduct up to
four tests of possible alternatives to the AFDC program. One or two
of these tests would involve "family assistance" type programs,
and one or two of the tests would involve "workfare" programs. In
addition, the bill provides for a pilot project of a program of re-
habilitation of welfare recipients to be administered by vocational
rehabilitation personnel.

The "family assistance" tests would follow the traditional welfare
approach of providing money payments to families with incomes be-
low certain levels, but would extend this assistance to all families with
fathers including the so-called "working poor"—low-income families
headed by a fully employed male—who are not eligible for AFDC.
As under AFDO, a portion of earnings would be disregarded to pro-
vide w-ork incentives, and nondisabled adults (with certain excep-
tions) would be required to accept employment or training.



The "workfare" tests would make a sharp distinction between wel-
fare and "workf are." Families with preschool age children where the
father is dead, absent, or disabled would be presumed unemployable
and would be eligible for cash welfare paymeits: Other low income
families would not be eligible for such payments but would be guaran-
teed work opportunity, with training and other preparation for em-
ployiiient where necessary. Participants in these "workf are" programs
would have their wages supplemented if they are below the minimum
wage. Allowances would also be paid to those in training. Child care
and other services would be provided as necessary.

The pilot project to test the administration of welfare programs by
vocational rehabilitation personnel would involve assistance payments
according to regular AFDC standards. These payments woUld, how-
ever, he administered through the facilities and personnel of the
Rehabilitation Services Administration which would also apply its
rehabilitation techniques to welfare recipients in an attempt to eli
courage and assist. adult. individuals with a potential for work to pre-
pare for and obtain employment.

The various tests would run for a minimum of two years, involve
State sharing in costs at a level not in excess of State sharing in the
costs of AFDC, and involve continuing consultation among the De-
paitinent of Health, Education, and Wrelfare which would conduct
the tests, the General Accounting Office, and the Congress. Each test
would have to cover all eligible families within a State or a part of a
State, and for the duration of the test no AFDC payments could be
made to families residing in the test area. Each "family assistance"
test would have to run concurrently with a "workfare" test and the
two test areas would have to be comparable with respect to various
relevant, factors including population, per capita income, and un-
employment rate.



G. Veterans' Pension Increase

The committee bill incorporates the text of S. 3385, a bill to increase
pension benefits to veterans and widows by up to 9 percent. The com-
mittee bill would also increase the income limitations, from $2,000 to
$2,300 in the case of a veteran or widow alone, and from $3,200 to $,600
in the case of a married veteran or widow with a child.

H. Miscellaneous Amendments

1. TAX AMENDMENTS

DENIAL OF TAX DEDUCTION WITH RESPECT TO CERTAIN MEDICAL
REFERRAL PAYMENTS

Present law provides that no tax deduction is to be allowed for
illegal bribes or kickbacks where, as a result of the payment, there is
successful criminal prosecution. If the bribe or kickback does not
constitute a criminal act (presumably even if there is a loss of license),
or if the taxpayer is not successfully prosecuted, the deduction is
allowable.

This provision deletes the requirement in present law of a criminal
conviction in the case of bribes and kickbacks before a deduction for
such a payment is denied. In lieu thereof, the provision provides that
no deduction is to be allowed for a bribe or kickback which is illegal
under either Federal or State law, if these laws subject the party
involved to liability for criminal or civil penalties (including the loss
of license). In the case of a payment which is illegal under State law,
the deduction will be denied on the basis of such illegality only if the
law is generally enforced. Other sections of this bill provide that
medical referral fees under the medicare or medicaid programs are
illegal. It is made clear that referral fees are to be treated as bribes
or kickbacks for purposes of this provision.

REQUIRED INFORMATION RELATING TO EXCESS MEDICARE TAX
PAYMENTS BY RAILROAD EMPLOYEES

Present law provides that a railroad employee whose work is
covered by railroad retirement and who is also employed in other
work covered by social security is entitled to receive a credit or refund
of the excess medicare tax he may have paid because of this dual
employment status. To enable a railroad employee to claim his excess
medicare tax as a credit on his income tax return, all railroad employers
are required to include on the W—2 forms given to their employees,
the amount of compensation covered by railroad retirement and the
hospital tax deducted.

Because of the inability of most railroads to furnish the required
information by January 31 (primarily because of a broader wage con-
cept under railroad retirement) and the fact that only a relatively
few employees are eligible for this refund, this provision changes the
requirement that railroad employers supply separate hospital tax
information on the W—2 forms for all of their employees. In lieu
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thereof, the provision requires that railroad employers include on, or
with, the W—2 form furnished to its employees, a notice with respect
to the allowance of the credit or refund of the tax on railroad-covered
wages in those cases where the employee has also received other wages
covered under the social security program. Upon the request of an
employee, railroad employers are required to furnish to the employee
a written statement showing the amount of the railroad tax coverage,
the total amount deducted as tax, and the portion of the total amount
which is for the financing of the cost of hospitalization insurance
under the medicare program.

REPORTING OF MEDICAL PAYMENTS

Present law provides that a person who makes specified kinds of
payments in the course of a trade or business to another person,
amounting to $600 or more in a calendar year, must file an information
return showing the amount paid and the name, address, and identify-
ing number of the recipient. Although, under this general requirement,
persons engaged in a trade or business are required to report direct
payments to providers of health care services (often described as
"assigned" payments), there is no authority under present law to
require the reporting of payments made to patients themselves
("unassigned" payments), even though in the normal circumstances,
they are paid over to providers of health care services, or represent
reimbursement of earlier payments.

The bill provides specifically, in addition to the general requirement
of present law, that a]l payments in the course of a trade or business
made to providers of health care services in the case of direct or
"assigned" payments must be reported. Further, in the case of "un-
assigned" or indirect payments, reporting will be required in those
cases where the Federal Government administers the health program
or funds the program to a substantial extent. The reporting require-
ment specifically includes professional service corporations, proprietary
hospitals, and other payees who may act as conduits for providers of
health care services.

The provision also requires the Secretary of the Treasury and the
Secretary of Health, Education, and Welfare to study the extent to
which "unassigned" and "assigned" claims are used to obtain pay-
ments from insurance organizations and to report each year to the
Senate Committee on Finance and the House Committee on Ways
and Means any significant shift from the use of "assigned" claims to
"unassigned" claims. In addition, the provision requires that the
Secretary of Health, Education, and Welfare keep records showing
the identity of each provider of medical or health care items or serv-
ices under the medicare and medicaid programs, the types of items or
services provided and the aggregate amounts paid to the providers
under each program. Health care providers are required to be identified
by their taxpayer identifying numbers. The Secretary of Health,
Education, and Welfare must submit to the Senate Committee on
Finance and the House Committee on Ways and Means annually a
report identifying each person who is paid a total of $25,000 or more
during the preceding year under the medicare and medicaid programs.
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These reports are due to be submitted for the calendar year, beginning
with 1970, not later than June 30 of the following calendar year.

TAX CREDIT FOR PORTION OF SALARY PAID PARTICIPANTS IN WORK
INCENTIVE PROGRAMS

Under present law there are no spedial tax provisions relating to
the costs of employee training programs. These costs are treated as
any other business expense and may be deducted if they are ordinary
and necessary in carrying on the taxpayer's trade or business.

This provision provides a special tax incentive for employers who
hire individuals under a work incentive program (WIN) established
under section 432(b)(1) of the Social Security Act. The taxpayer
would be allowed, as a credit against his income tax liability, and in
addition to his regular business deduction, an amount equal to 20%
of the wages and salaries paid to the employee during the first
12 months of his employment. Any unused tax credits could be car-
ried back to the three preced'ing taxable years (but only to a taxable
year beginning after l)ecemnber 31, 1968) and then could be carried
forward to the next seven succeeding taxable years.

However, if the, taxpayer terminated the employment of the individ-
ual at any time during the first 12 months of employment, or at any
time during the next 12 months, any tax credit allowed under this pro-
vision would be recaptured. The credit would be recaptured by in-
creasing the taxpayer's tax liability, in the year of termination, by
an amount equal to previous tax credits allowed with respect to the
employee. The recapture provision would not apply if the employee
voluntarily left the employment of the taxpayer, or if the employee
became disabled. Further, a credit would not be allowed for any ex-
penses of training outside the United States or if the employee is
closely related to the taxpayer.

RETIREMENT INCOME CREDIT

Present law provides a retirement income credit of 15 percent of
eligible retirement income up to a maximum of $1,524 for a single
person and $2,286 for married couples where each is fully eligible in
his or her own right. The credit is designed to provide comparable
tax treatment to those who receive tax-exempt social security benefits
and those who receive taxable pensions. Consequently, the maximum
base for the credit is reduced by social security benefits received and by
earnings in excess of $1,200—a reduction of 50 cents for each dollar
of earnings between $1,200 and $1,700 and dollar for dollar for earn-
ings in excess of $1,700.

Because of increases in social security benefits since the present maxi-
mum base for the credit was established, this provision increases the
base for the credit to more closely approximate the current levels
of social security benefits. It increases the $1,524 to $1,872 and the
$2,286 to $2,808. In addition, the amount that can be earned without
reducing the base for the credit is raised from $1,200 to $1,680 and
the range within which the base is reduced 50 cents for each dollar of
earnings is raised to $1,680 to $2,880.
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2. OTHER AMENDMENTS

The committee also added provisions relating to the authorization
of the managing trustee of the social security trust funds to accept
gifts made unconditionally to the Social Security Administration,
authorizing loans for the installation of sprinkler systems necessary
for facilities to meet medicare standards, increasing the grade level
of the Commissioner of Social Security, requiring the consent of the
Senate to future appointments to the position of Administrator of
Social and Rehabilitation Services, and extension of the provision for
disregarding certain social security benefit increases under welfare
programs.
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III. OLD-AGE, SURVIVORS, AND DISABILITY
INSURANCE BENEFITS

1. PROVISIONS OF THE HOUSE BILL THAT WERE NOT CHANGED BY
THE COMMITI'EE

INCREASE IN SPECIAL PAYMENTS TO PEOPLE AGE 72 OR OLDER

(Sec. 102 of the bill)

The bill would increase by 5 percent the special cash payments that
are made under present law to people age 72 and older who are not
insured for regular cash benefits under the social security system.

Under the 1965 amendments to the social security law, special
monthly payments were provided for certain people who reached age
72 before 1969 on the basis of less work than is needed to qualify for
regular cash benefits. The cost of the payments under this provision is
met out of the old-age and survivors insurance trust fund.

Special monthly payments were also provided, under an amendment
to the law enacted in 1966, for persons with no social security credits
who reached age 72 before 1968 and for persons who reach age 72
after 1968 and before 1972 who have earned credit for some work but
who do not qualify for payments under either the regularly insured
or transitionally insured feature in the law. Payments made to the
uninsured aged are reduced by the amount of any pension, retirement
benefit, or annuity that a person is receiving under any other govern-
mental pension system. Also, the payments are suspended for any
month for which the person receives a payment under a federally
aided public assistance program. Most of the cost of the payments
under this provision is met from general revenues.

Under the increase provided in the bill, the payments under both
of these special provisions would be increased by 5 percent, from $46
to $48.30 for an individual and from $69 to $72.50 for a couple, effec-
tive for January 1971. About 6,000 people who do not now get the
special payments because they are now getting payments either under
another governmental pension system that are as large as the special
payment under present law or because they are getting welfare pay-
ments would qualify for payments, and about 600,000 people
would qualify for higher payments, under this provision.

An estimated $16 million in additional payments would be paid out
in the first full year; about $14 million of this amount would be paid
from general revenues.

The benefit increase would be effective for January 1971. However,
like the regular benefit increase—discussed below—the increased
amounts would not be paid until April.

(63)
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LIBERALIZATION OF THE RETIREMENT TEST

(Secs. 105 and 106 of the bill)

Under present law, if a beneficiary under age 72 earns more than
$1,680 in a year, $1 less in benefits is paid for each $2 of earnings
between $1,680 and $2,880 and for each $1 of earnings above $2,880.
However, full benefits are paid, regardless of the amount of annual
earnings, for any month in which the beneficiary neither works for
wages of more than $140 nor renders substantial services in self-
employment.

Under the committee bill, a beneficiary would receive the full
amount of his benefits each month if his annual earnings did not exceed
$2,000 and his benefit would be reduced by $1 for each $2 of earnings
above $2,000.

The committee bill, like the House bill, would increase from $140
to $166.66% the amount of wages a beneficiary may earn in a given
month and still get full benefits for that month, regardless of his
annual earnings. The changes would update the retirement test to
take into account the increase in earnings levels since the present
$1,680 annual exempt amount became effective (in 1968) and make
possible an increase in annual income for many of the beneficiaries
who work.

The bill would also retain the retirement test provision in the House
bill that would apply in the year in which a worker reaches age 72.
Under present law, benefits are not withheld under the test for months
when the person is age 72 or older. However, in the year in which a
beneficiary reaches age 72, earnings in and after the month in which
he reaches age 72 are counted in determining whether benefits are
reduced or withheld for the months before he reached age 72. Many
beneficiaries believe that earnings after they reach age 72 are not
counted under the retirement test; as a result, they may find that
they have been overpaid. The committee bill would provide that
only amounts earned before the month in which the beneficiary be-
came 72 would be used in deteimining his earnings for the year for
retirement test purposes. In applying this provision, the earnings of a
self-employed beneficiary would be prorated equally to the months
in his taxable year.

About 650,000 beneficiaries who will receive some benefits for
months in 1971 under present law would receive additional benefits,
and about 380,000 persons who would receive no benefits under present
law would receive some benefits. Additional benefit payments in the
first full year would be about $404 million.

The provision would be effective for taxable years ending after 1970.

DEPENDENT WIDOWER'S BENEFITS AT AGE 60

(See. 107 of the bill)

Under present law, an aged widow can become entitled to widow's
insurance benefits at age 60, but an aged dependent widower cannot
become entitled to dependent widower's benefits until age 62. The
1965 amendments lowered the age of eligibility for widows from 62 to
60 but did not change the age of eligibility for dependent widowers.
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The committee believes that the age of eligibility should be the same
for aged dependent widowers as for aged widows. Accordingly, the bill
would lower the, age of eligibility for aged dependent widower's benefits
from 62 to 60. The benefits payable to an aged dependent widower
who starts getting benefits before age 62 would be actuarially reduced,
as are the benefits under present law for aged widows who come on the
benefit rolls before age 62.

Because the benefit amount payable at age 60 would be reduced to
take account of the longer period over which benefits would be paid,
the payment of these benefits would not result in any additional
long-range cost to the program.

APPLICATION FOR DISABILITY BENEFITS AFTER DISABLED WORKER'S
DEATH

(Sec. 111 of the bill)

Under present law, an application must be filed 'with the Social
Security Administration to establish entitlement to social security
disability insurance benefits by the disabled worker or, if he is unable
to file an application, by another person on his behalf. In either event,
entitlement to disability insurance benefits cannot be established unless
the application is filed during the worker's lifetime.

In most cases a timely application is filed by or on behalf of a dis-
abled worker who meets the other eligibility conditions of the law,
so that the benefit rights of both the disabled worker and his depend-
ents are protected. However, in a relatively few cases a disabled
worker who would have been eligible for benefits dies before an appli-
cation is filed and his disability benefit rights are lost. As a result, the
living expenses and additional costs incurred by the disabled worker
during the period of his disablement may remain unpaid and become
obligations of his survivors.

The committee has, therefore, approved the provision of the House
bill which would permit disability insurance benefits to be paid if an
application is filed within 3 months after the month in which a dis-
abled worker dies. Benefit payments which would have been payable
upon application by the disabled worker would then be payable for up
to twelve months prior to the month in which an application is filed.
An application filed within the extended period would also permit
entitlement to dependent's benefits to be established.

The provision would apply in cases of deaths occurring in or after
the year of enactment. In cases in which the disabled worker died in the
year the bill is enacted but prior to enactment of the bill, an application
could be filed within three months after the date of enactment and the
application would be deemed to have been filed in the month of death.

PENALTY FOR FURNIsHING FALSE INFORMATION To OBTAIN A SOCIAL
SECURITY Accour NuLB

(Sec. 114 of the bill)

Under present law, criminal penalties are provided for any person
who makes a false representation to obtain payment of social security
benefits which are not due him. These penalties may be applied, for
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example, if a person attempts to get benefits based on his own earnings
under more than one social security number, or to avoid having his
benefits withheld under the retirement test by drawing benefits under
one number while continuing to work for high earnings under a false
name and another number, or to continue to draw disability benefits
while engaged in substantial gainful employment under another
name and number. Penalties are not provided in the social security
law for those individuals who give false information in order to secure
multiple social security numbers with an intent to conceal their true
identities.

The use of false names, aided by a social security number issued in
false names, has led to a number of problems in both private business
and the administration of Government programs. Therefore, the bill
as passed by the House and approved by the committee would provide
criminal penalties if an individual, with intent to deceive the Secretary
of Health, Education, and Welfare as to his true identity knowingly
and willfully furnishes false information on an application for a social
security number for the purpose of obtaining more than one number
or of establishing a social security record under a different name.
Upon conviction, an individual shall be fined not more than $1,000
or imprisoned for not more than one year, or both. The penalty. would
not be applicable, however, if the person obtaining more than one
social security number provides sufficient information to permit the
Social Security Administration to identify all the numbers issued to
such person so that all of his wage credits may be combined.

GUARANTEE THAT No FAMILY WOULD HAVE ITS TOTAL FAMILY
BENEFITS DECREASED AS A RESULT OF AN INCREASE IN THE
WORKER'S BENEFIT

(Sec. 115 of the bill)

In the past, when general benefit increases have been enacted, it
has been possible in certain cases for a family that comes on the bene-
fit rolls after the increase is effective, and who is entitled to retroactive
benefits in the period before the increase is effective, to have its total
family benefits decreased slightly below what they would be if th
family had been on the rolls in the month before the benefit increase
became effective. A decrease of this sort can also occur when a worker's
benefit is increased as a result of a recomputation of his benefit to
include additional earnings. The decreases occur in cases where the
family maximum provision applies and the worker's benefit is actu-
arially reduced (because it started before age 65).

A special provision was included in the 1969 amendments to prevent
a decrease in total family benefits from occurring under the general
benefit increase that was included in those amendments. But the pro-
vision was oniy temporary in effect—it applied only to the general
benefit increase under the 1969 amendments, and did not apply to
recomputations required in the future because the beneficiary had
additional earnings.

The bill includes a provision under which no family would have its
total family benefits decreased because of an increase in the worker's
benefit resulting from a recomputation of the worker's benefit to in-
clude additional earnings. (The 10-percent increase in the maximum
family benefits provided under the committee bill will avoid any
decrease in family benefits as a result of the general benefit increase.)
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2. PROVISIONS OF THE HOUSE BILL THAT WERE MODIFIED BY THE
COMMI11EE

SOCIAL SECURITY CASH BENEFITS

(Sec. 101 of the bill)

Since the Social Security Act first became law, the Congress has
taken action a number of times to assure that benefit levels remain
realistic and adequate. Their adequacy has been evaluated in the
context of changes in the cost of living, changes in earnings levels,
and changes in living standards. Most recently, a 15-percent across-
the-board benefit increase was included in legislation approved by the
Congress last year, with the increase applicable to benefits payable
beginning January 1970.

The committee recommends that social security benefits be further
increased across the board by 10 percent, effective January 1971.
This contrasts with the 5-percent increase provided in the House bill.
The committee bill would modify or eliminate a number of provisions
in the House bill affecting select groups of beneficiaries; a portion of
the funds provided for these special benefits in the House bill would
pay part of the cost of providing an across-the-board increase of 10
percent for social security beneficiaries.

Another major change included in the committee bill would provide
a $100 minimum primary insurance amount—the amount paid when
benefits start at age 65 or later—compared with a $64 minimum
under present law and a $67.20 minimum benefit under the House bill.

Under the present law, monthly benefits for workers who retire
at age 65 in 1971 will range from $64 to $193.70; under the House-
passed bill these amounts would range from $67.20 to $203.40; under
the committee bill the amounts would range from, $100 to $213.10.
Additional illustrations of the monthly benefits payable under present
law, under the House-passed bill, and under the committee bill are
shown in the table below.
ILLUSTRATIVE MONTHLY BENEFITS PAYABLE UNDER PRESENT LAW, UNDER THE HOUSE BILL, AND UNDER THE

COMMITTEE BILL

Average —
monthly Present
earnings law

Worker2 Couple 2 a Widow-rn other and 2 children

House
bill

Commit.
tee bill

Present
law

House
bill

Commit-
tee bill

Present
law

House
bill 4

Commit-
tee bill

$765 $64.00
$113 90.60
$150 101.70
$250 132.30
$350 161.50

$67.20
95.20

106.80
139.00
169.60

$100.00
100.00
111.90
145.60
177.70

$96.00
135.90
152.60
198.50
242.30

$100.80
142.80
160.20
208.50
254.40

$150.00
150.00
167.90
218.40
266.60

$96.00
135.90
152.60
202.40
280.80

40

$100.80
142.80
160.20
208.50
280.80

354.40

$150.00
150.00
167.90
222.70
308.90

0
389.90$450 189.80

$550 218.40
$650 6 250. 70
$750 (5)

199. 30
229.40
263. 30
283. 00

208. 80
240.30
275. 80

6 295.80

284. 70
327.60

6 376. 10
(1)

299. 00
344.10
395. 00

6 424. 50

313.20
360.50
413.70

6443.70

395.60
5434. 40

(7)

395.60
434.40

6474.40

435.20
482. 70

6 517.70

I Figured generally over 5 less than the number of years elapsing after 1936 or 1950, or age 21, if later, and up fo the
year of death, disability, or attainment of age 65 for men (62 under the House bill for those on the rolls and those who
come on in the future; 62 for those who reach age 62 in 1973 nr after with the years graded in for men who reach age 62
in 1971 and 1972 under the committee bill) and 62 for women.

2 For a worker who is disabled or who is age 65 or older at the time of retirement and a wife age 65 or older at the
time when she comes on the benefit rolls.

sSurvivor benefit amounts for a widow-mother and I child or for 2 parents would be the same as the benefits for a
man and wife.

4 For families already on the benefit rolls who are affected by the maximum benefit provisions, the amounts payable
under the bill would in some cases be somewhat higher than those shown here.

I Under present law, und under the House bill, average monthly earnings of $76 or less result in a minimum benefit;
under the committee bill, average monthly earnings of $113 or less result in a minimum benefit.

Generally payable to people who retire at age 65 in 2006.
'Not applicable, since the highest possible average earnings is $650.
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Some 25.7 million beneficiaries on the rolls in January 1971 would
have their benefits increased under this provision. An estimated $5
billion in additional benefits would be paid in the first full year.

The benefit increase would be effective for January 1971. However,
because of the time required to make the changes in the Social
Security Administration's records and procedures needed to pay the
increased benefits, the first check at the higher rates would be for next
March, payable in April. In addition, a separate check covering the
retroactive increase for January and February would also be issued
in April.

INCREASE IN MAXIMUM FAMILY BENEFITS

(Secs. 101 and of 131 the bill)

Ever since 1940, when monthly benefits were first provided for
dependents and survivors, there has been a limitation on the total
monthly benefits payable to a family on a worker's earnings record.
The purpose of the limitation is to relate family benefits to the ap-
proximate take-home pay of the worker. The limitation—the so-called
family maximum—is related to the worker's average monthly earnings
under the program; under present law it is 80 percent of the first $436
of average monthly earnings (two-thirds of the maximum possible
average monthly earnings—$650 under the $7,800 contribution and
benefit base), plus 40 percent of the next $214 of average monthly
earnings, but not less than 13/2 times the primary insurance amount.

The committee believes that the effect of the family maximum
provisions when there is a benefit increase results in certain inequities
which should not be allowed to continue. Under the present law, the
family maximum is related to a worker's average earnings, which do
not change when benefits are increased. Therefore, it has been necessary
to provide, with each across-the-board benefit increase, assurance that
families on the benefit rolls do not lose benefits and that the family as
a whole will get increased payments. The way this has been done in
the past has created a situation in which people on the benefit rolls
when a benefit hike becomes effective get an increase while people in
identical circumstances who come on the rolls in the next month do
not. For example, a 3-person family who was on the benefit rolls prior
to the effective date and which was getting a maximum family benefit
of $300 a month would have had its total benefits increased under the
House-passed bill to $315 a month. But a family with the same number
of beneficiaries whose benefit was based on the same average earnings
as the first family, but who came on the rolls a few days later, would
have the total benefit limited by the family maximum, which would
not have been changed. The family, therefore, would get only $300 a
month. This situation should not occur and the committee bill would
adopt a new policy of tieating families who come on the rolls after the
benefit increase in the same way that families on the rolls before the
increase are treated.

Thus, the committee bill provides (in the benefit table and in the
section relating to cost-of-living increases) that families coming on the
rolls after a benefit increase is enacted, as well as families already on the
rolls at the time the increase is enacted, would be guaranteed the full
amount (10 percent under the committee bill) of the current and future
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general benefit increases. Under the committee bill, maximum family
benefits would range from 1.5 to 1.88 times the worker's benefit
amount payable at age 65. The level-cost of the change would be
0.04 percent of taxable payroll.

The provision would be effective January 1, 1971.

COST-OF-LIVING INCREASES

(Sec. 131 of the bill)

The committee has revised the House-passed provisions which
would provide for automatic increases in social security benefit levels,
the tax base and the exempt amount under the retirement test. The
committee bill stresses the predominant role of Congress in determin-
ing when economic and social conditions have changed so as to require
a change in benefit levels (and related changes in tax levels and in the
retirement test exempt amount). Under the committee bill, Congress
would retain the primary role in determining benefit levels with the
automatic provisions serving as a back-up to assure that in the absence
of Congressional action, the real value of benefits would not be seri-
ously eroded by rising prices. In addition, the cost of any automatic
benefit increases would have no effect on the financial and actuarial
status of the social security trust funds.

The House-passed bill would require the Secretary of Health,
Education, and Welfare to determine each year, on the basis of the
average Consumer Price Index for the third calendar quarter, whether
the rise in the Index was sufficient, under the terms of the bill, to
cause an automatic increase in benefits for the following January.
In October or November—which might very well be after Congress
had adjourned—the Secretary would announce his findings. Under
the terms of the House-passed bill an increase would be forthcoming
only when the Consumer Price Index had risen by at least three
percent. An increase in the retirement test exempt amount would be
based on the increase in average earnings taxable for social security.
The cost of these automatic increases would be met through automatic
increases (not more often than every other year) in the social security
tax base, based on increases in average taxable earnings.

The committee bill would provide that when the cost-of-living, as
measured by the Consumer Price Index, went up benefits would be
increased as follows:

1. the first base period would be the Consumer Price Index for
January 1971 and a new base period (the second quarter of the
year preceding the year in which there is a cost-of-living increase
in benefits and—in the case of any legislated increase—the
effective month of the legislated increase) would be established
after each subsequent benefit increase;

2. each year the Secretary of Health, Education, and Welfare
would compare the Consumer Price index for the base period
with the average index for the second calendar quarter and if the
index had risen by at least 3 percent, he would promulgate regula-
tions increasing benefits for the following January, and subsequent
months, by the same percentage as the rise in the price index;
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3. except that no such automatic increase would take effect for
a year if in the preceding year the Congress had acted to:

A. Change the schedule of tax rates, or
B. Change the tax base, or
C. Provide a general increase in benefit levels.

In addition, the exempt amount under the retirement test would
be increased according to the rise in average wages taxable for social
security purposes.

The cost of these automatic increases would be met by increases in
tax rates and the tax base. Under the committee bill, each time there
was an automatic cost-of-living increase in benefits, social security
taxes would be increased to meet the full cost of the increase.

Each time there was an automatic increase the Secretary of Health,
Education, and Welfare would be required to determine the full cost—
under the 75-year-level-cost procedures used in estimating the long-
range cost of the cash benefits program—of the automatic increases
and to promulgate, effective for the same month that the benefit in-
crease was effective, new tax rates and a new tax base. An integral
part of such promulgation would be a full and detailed explanation of
the actuarial assumptions and methodology used in arriving at the new
tax rates and the new tax base. In setting the tax rates and the tax
base, the Secretary would be required to increase the tax rates so as
to provide approximately 50 percent of the additional revenue required
with the remaining 50 percent being derived from an increase in the
tax base. In recognition of the practical difficulties which might come
up in making this division, the Secretary would be authorized to
round the tax base increase to the nearest multiple of $300 and the
employee and employer rates, each, to the nearest five one-hundredths
of one percent (one-tenth of one percent for the combined employer-
employee rate).

The committee bill would require that the Secretary promulgate
benefit increases, and consequent tax base and tax rate increases, by
August 15. Inasmuch as this requirement, which is three months
earlier than under the House-passed bill, was adopted in order to
provide time for Congress to consider whether the automatic increases
should go into effect or some other action should be taken, it is the
committee's intention that the Secretary inform the Congress early in
the quarter whenever he determines that an automatic increase will
take place.

The committee wishes to make clear its intention that the full cost
(as estimated at the time the increase is promulgated) of each auto-
matic increase is to be financed by additional taxes imposed at the
same time that benefits are increased and that no part of any calcu-
lated actuarial surplus could be used to meet any part of the cost of
any automatic increase. For example, if at the time an automatic
cost-of-living increase is in order the cash benefits program has an
estimated actuarial surplus of 0.05 percent of taxable payroll and the
cost of the benefit increase is estimated at 0.40 percent of taxable
payroll, the cost of the increase is to be financed by increasing the
tax base to a level that, on a long-range basis, will provide excess
income approximately equal to 0.20 percent of taxable payroll and by
increasing for every year into the future the combined employer-
employee tax rate by approximately 0.20 percent and preserving the
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calculated actuarial surplus of 0.05 percent of taxable payroll. The
Committee regards the Secretary's role as one with no discretion over
the amount of the increase in the tax base or the tax rate. His role is
simply to perform the actuarial calculations necessary.

It is estimated that under these automatic provisions the social
security tax base might rise by an average of about $750 a year and
that the combined employer-employee tax rates might rise by an
average of 0.01 percent a year.

INCREASE IN WIDOWS' AND WIDOWERS' INSURANCE BENEFITS

(Sec. 103 of the bill)

When social security benefits were fist provided for widows by the
Social Security Amendments of 1939 they were set at 75 percent of
the worker's retirement benefit. This percentage was based on the
idea that a widow should receive one-half of the combined benefit
which would have been paid to her and her husband had both been
entitled to benefits. Later, this amount was increased to 82.5 percent,
where it has remained up to the present.

It is the committee's opinion that an aged widow should not receive
less than the amount which was or would have been paid to her
husband as retirement benefits. Currently, the average benefit for
an aged widow is $103 a month, while the average benefit for a retired
worker is $118. In addition, surveys of social security beneficiaries
have shown that, on the average, women getting aged widow's benefits
have less income (other than social security) than most other bene-
ficiaries.

The committee bill would provide an increase in the benefits of
widows and widowers who become entitled to benefits after reaching
age 62. Under the bill, the benefit for a widow who becomes entitled
to widow's benefits at or after age 65 would be increased from the 823/
percent payable under present law to 100 percent of the amount her
deceased husband would receive.

Both the House bill and the committee bill are intended to provide
benefits to a widow equal to the benefits the widow's deceased husband
was receiving or would have received. In certain' cases, however, the
House bill would actually provide higher benefits to a widow than
those her deceased husband was receiving; the committee bill would
modify the House provision so that this would not occur.

Under present law, the House bill, and the committee bill, if a
worker applies for retirement benefits before reaching age 65 his
benefits are actuarially reduced. For example, a man whose earninp
record would entitle him to monthly benefits of $150 at age 65 will
receive $135 monthly if he begins receiving benefits 18 months before
his 65th birthday.

Under the House bill, the widow's benefits—if they begin at age
65—would be 100 percent of the benefits her deceased husband would
have been eligible for if he retired at age 65—even if he was actually
receiving less than this at the time of his death. Using the example
cited above, the widow would receive monthly benefits of $150—
11 percent more than her husband received monthly. Under the
committee bill, she would receive $135.
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Under the committee bill, a widow whose benefits start at age 65,
or after, would receive 100 percent of her deceased husband's primary
insurance amount (the amount he would have been entitled to receive
if he began his retirement after age 65) or, if his benefits began before
age 65, the lower amount he would have been receiving if he were alive.

Under the committee's bill and under the House bill the benefit
for a widow or widower who comes on the rolls between 60 and 65 will
be reduced (in a way similar to the way widow's benefits are reduced
under present law when they begin between ages 60 and 62) to take
account of the longer period over which it will be paid. For example,
the benefit amount for a widow becoming entitled to widow's benefits
at age 63 would be 88.6 percent of her husband's age-65 benefit; for
a widow becoming entitled at age 64, the amount would be equal to
94.3 percent of her husband's age-65 benefit.

Under the bill, the benefit amount for January 1971 for a widow
(or widower) who came on the benefit rolls before 1971 will be rede-
termined as though the new provisions had been in effect when she
came on the rolls. Thus the widow already on the rolls who started
getting benefits before she reached age 65 will have the 100-percent
widow's benefit reduced to take account of the longer period for which
she will be paid benefits. In order to facilitate the administrative
determination of the benefit amount that the deceased spouse would
have been receiving if he were alive, the Social Security Administration
will assume that his benefits were based on the same average monthly
earnings which determine the primary insurance amount on which the
widow's (or widower's) benefits are based for January 1971.

Under the bill, as under present law, the benefit for a widow who
is age 62 or older when she starts getting benefits and who is the only
survivor getting benefits would not be less than the minimum benefit
($100 under the committee bill) payable to a retired worker at age
65. If the widow starts getting benefits before she reaches age 62, her
benefit would be actuarially reduced to take account of the additional
period during which she will be receiving benefits.

The 10-percent increase in benefits with the new minimum of $100
and the changes in the benefit provisions for widows would result in
an increase from $103 to $136 in the average benefit payable to a
widow—$33 more than under present law.

About 2.7 million widows (and widowers) on the benefit rolls in
Janurary 1971 would receive additional benefits; about $649 million
in additional benefits would be paid in the first full year.

The provision would be effective for January 1971. However, due
to the time needed by the Social Security Administration to make the
needed recomputations, the increased payments would be made,
retroactively, later in the year.

AGE 62 COMPUTATION POINT FOR MEN

(Sec. 104 of the bill)

Under present law, retirement benefits for men are figured differ-
ently, and less advantageously, than are benefits for women. For a
man the period for determining the number of years of earnings that
is used in figuring the average monthly earnings on which his benefit
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is based ends with the beginning of the year in which he reaches age
65. For a woman the period ends with the beginning of the year in
which she reaches age 62. Thus, 3 more years are used in computing
benefits for a man than are used for a woman of the same age. This
difference in the treatment of men and women can result in signifi-
cantly lower benefits being paid to a retired man than are paid to a
retired woman with the same earnings.

For example, take the case of a man and a woman each of whom
reaches age 65 and retires in 1971, and each of whom has maximum
creditable earnings under the program in each year up to 1971. The
woman's benefit would be $200.30 a month under present law, while
the man's benefit would be only $193.70 a month. If both workers
reach age 62 in 1971, the woman's benefit would be $155 a month
while the man's benefit would be only $148.80 a month.

The bill would change the way a man's retirement benefit is figured
to make the computation the same as the computation of a woman's
benefit. As a result, the benefits for most men would be higher than
under present law and higher benefits would be paid to the dependents
of retired men and to the survivors of men who die after age 62.

Under the House bill, the reduction in the number of years of
earnings taken into account would apply both to persons presently
receiving benefits and also to future beneficiaries. The committee bill
differs by applying the new provision prospectively only, and by
providing a 3-year transition period. Under the committee bill, the
number of years used in computing benefits for men will be reduced
in 3 steps so that men reaching age 62 in 1973 or later would have only
years up to age 62 taken into account in determining average earnings.
Men who reach age 62 in 1972 would have only years up to age 63
taken into account; men who reach age 62 in 1971 would have only
years up to age 64 taken into account.

Consistent with this provision of the committee bill, the House-
passed bill would also be modified to provide a 3-step reduction in
the number of quarters of coverage needed for insured status for men
making the ending point age 62 for both men and women, and thus
allow men to become fully insured on the basis of less covered employ-
ment than is now required. The first step in this reduction would be
effective for January 1971 with subsequent reductions becoming effec-
tive in 1972 and 1973.

Due to the change in the insured status requirement for men, about
2,000 persons—workers, dependents, and survivors—not eligible for
benefits under present law would be able to claim benefits in the first
full year.

Additional benefits of about $6 million would be paid during the
first full year, under this provision.

PAYMENT OF DIsABILrn BENEFITS TO BLIND PERSONS

(Sec. 109 of the bill)

The committee's bill extends the provision of the House bill which
would modify the disability insurance provisions to improve cash
benefit protection for the blind.

To be insured for disability protection under present law a worker
must be fully insured and generally must have a total of 20 quarters
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of coverage out of the 40 calendar quarters ending with the quarter
in which he becomes disabled. An alternative for workers disabled
while young provides that a worker under age 31 is insured if he
has quarters of coverage in half the quarters after age 21 and up
to and including the Quarter of disablement, with a minimum of six
quarters of coverage. The House bill would eliminate for blind people
the 20-out-of -40 requirement and the alternative for young workers so
that a blind person could qualify for disability benefits if he is fully in-
sured. The committee bill would lower the disability insured-status
requirements further by providing that a blind person would be
insured for disability benefits with six quarters of coverage earned at
any time.

In addition to changing the insured-status requirements, the com-
mittee bill would change the definition of disability for the blind
to permit them to meet the definition regardless of their capacity to
work, and to receive disability benefits regardless of whether they
work. Under present law, a blind person must be unable to engage in
any substantial gainful activity, or if aged 55 or over, unable to
engage in substantial gainful activity requiring skills or abilities
comparable to those used in previous work, in order to be considered
disabled for benefit purposes.

Under present law, disability benefits are not payable after attain-
ment of age 65, but the beneficiary (being fully insured to meet one
of the requirements for disability benefits) becomes entitled to old-age
benefits. The bill would permit blind persons who have six quarters
of coverage to continue to receive disability insurance benefits beyond
age 65, and since these are disability benefits rather than retirement
benefits they would not be subject to deductions under the retirement
test.

The bill would also exclude blind persons from the requirement of
present law that disability benefits be suspended for any months
during which a beneficiary refuses without good cause to accept
vocational rehabilitation services.

About 225,000 persons—blind workers and their dependents—
would become immediately eligible for monthly benefits. About $240
million in additional benefits would be paid during the first full year.

The provision would be effective January 1971.

WAGE CREDITS FOR MEMBERS OF THE UNIFORMED SERVICES

(See. 110 of the bill)

Under present law, social security coverage is provided on a con-
tributory basis for those serving in the uniformed services in years
after 1956, but it is limited to a serviceman's basic pay and does not
reflect the cash value of wages in kind, such as food and shelter, which
is generally covered under social security with respect to other em-
ployment. The 1967 social security amendments, therefore, provided
noncontributory wage credits (in addition to the contributory coverage
of basic pay), up to $100 for each month of military service after
1967, to take account of the wages in kind that servicemen receive.

The committee bill, like the House bill, would extend the 1967
provision to cover service during the period 1957—67. This would
assure realistic social security credit for service on active duty for
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all years that military service has been covered under social security,
and would avoid the serious impairment of social security protection
that now exists for some workers (and their families) whose benefits
are based on only basic pay for years of military service during the
period from 1957 through 1967.

In addition, the committee bill would change the way the wage
credit is computed. Under present law a serviceman receives a non-
contributory wage credit of $100 for any calendar quarter in which
his basic pay was $100 or less, $200 for any calendar quarter in which
his basic pay was more than $100 but not more than $200, and $300
for any calendar quarter in which his basic pay was more than $200.
In most cases the credit is $300 a calendar quarter. Under the com-
mittee bill, the noncontributory wage credits would be $300 for every
calendar quarter of military service in which the serviceman is paid
basic pay.

The committee is advised that this change will result in some slight
administrative savings and will expedite the processing of some claims
for social security benefits from servicemen and their survivors. The
cost of additional social security benefits that would be paid as a
result of the enactment of these provisions would be financed from
general revenues, on the same basis as the benefits resulting from the
present noncontributory wage credits for years after 1967. The addi-
tional wage credits would affect approximately 10,000 beneficiaries
immediately and result in additional benefits of about $35 million
being paid in the first full year.

POLICEMEN AND FIREMEN

(Sec. 112 of the bill)

The Social Security Act contains special provisions concerning
coverage of policemen and firemen. In States not named in section
218(p) (1) of the act, the State may not extend social security coverage
(under its agreement with the Secretary of Health, Education, and
Welfare) to policemen who are in positions covered undei a State or
local retirement system. Coverage is available for firemen under a
retirement system in States not named in the Social Security Act,
but only if (1) the Governor certifies that the overall benefit protec-
tion of the group of firemen involved will be improved by their in-
clusion under social security, and (2) a referendum is held in which a
majority of the firemen favor coverage. If a State is named in section
2l8(p)(l) of the Social Security Act, policemen and firemen under a
State or local retirement system may be covered under social security
on the same basis as other State and local employees, whose coverage
is subject to various conditions designed to safeguard their interests.

The bill as it passed the House would include Idaho in the list of
States in which social security coverage may be extended to policemen
and firemen on the same basis as to other State and local employees.

Under present law, the provision applies to 19 States, Puerto Rico,
and to all interstate instrumentalities. The 19 States which are now
included in the provision are Alabama, California, Florida, Georgia,
Hawaii, Kansas, Maine, Maryland, New York, North Carolina,
North Dakota, Oregon, South Carolina, South Dakota, Tennessee,
Texas, Vermont, Virginia, and Washington. The committee modified
the House bill by making the provision also applicable to policemen
(but not to firemen) in Missouri
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COVERAGE OF CERTAIN HOSPITAL EMPLOYEES IN NEW MEXICO

(Sec. 113 of the bill)

The bill as passed by the House and agreed to by the committee
would permit the State of New Mexico to provide social security
coverage, under its coverage agreement with the Secretary of Health,
Education, and Welfare for employees of certain public hospitals
without regard to the provisions of the Social Security Act which
specify the conditions under which a State may bring a group of
employees under social security coverage.

As a result of a misunderstanding within the State, certain hospital
employees were covered under the New Mexico Public Employees
Retirement Association for a short period of time, although the
coverage was unintended as far as the hospital and the hospital em-
ployees were concerned. This period of coverage under the State
retirement system presents a serious obstacle to obtaining social
security coverage for the employees in question because of the provi-
sions of the Social Security Act that are designed to protect the rights
of such employees against the replacement of coverage under a State
or local government retirement system by social security coverage.
The unusual situation in New Mexico is not the type of situation to
which these provisions designed to provide safeguards for retirement
system members were directed.

Under the committee bill, the State would have until January 1,
1972, to provide this coverage, rather than until January 1, 1971, as
under the House-passed bill.

CHILDHOOD DISABILITY BENEFITS

(Sec. 108 of the bill)

The committee bill, like the House-passed bill, would improve
social security protection for people who become totally disabled
before reaching an age at which they are likely to be self-supporting.
Under present law, a person can qualify for childhood disability bene-
fits if he has been continuously disabled—as defined in the law—
since before age 18 and is still disabled when his parent dies or be-
comes entitled to social security benefits. The committee's bill would
permit the payment of childhood disability benefits when the disa-
bility begins before age 22, rather than before age 18.

When a dependent son or daughter becomes disabled between ages
18 and 22, he generally continues to be dependent on his parents. The
committee believes that it is appropriate and desirable to provide
social security benefits to these children should the insured parent
die, become disabled, or retire.

The committee added a new provision to the House bill to permit
re-entitlement to childhood disability benefits for a person who had
been entitled to childhood disability benefits if he becomes disabled
again within 7 years after his benefits were terminated because of a
period of substantial gainful employment or medical recovery. This
new provision would assure a former childhood disability beneficiary
benefit protection either as a worker or as a dependent and might
remove a disincentive for childhood disability beneficiaries to attempt
to become self-supporting. This change would be consistent with pres-
ent law which provides benefit re-entitlement to disabled widows and
widowers if they become disabled again.
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The provisions which extend childhood disability benefits for those
disabled before age 22 and which permit re-entitlement to childhood
disability benefits if a beneficiary becomes disabled again within 7
years after his entitlement to such benefits was terminated would be
applicable not only prospectively but also in the case of people who
have already met the conditions proposed for entitlement to benefits
and would be effective with respect to benefits for months after
December 1970. About 13,000 people—disabled children and their
mothers—would immediately become eligible for benefits. About $13
million in additional benefits would be paid out during the first full
year.

AD0P'rIoN OF CHILD BY RETIRED OR DISABLED WORKER OR BY A
STEP-GRANDPARENT

(Secs. 116 and 132 of the bill)

The committee bill modifies the provision of the House-passed
bill relating to benefits for children adopted by disability insurance
beneficiaries to provide uniform rules relating to benefits for children
adopted by social security beneficiaries.

Under present law, a child (other than a natural child or a step-
child) who is adopted by a worker getting old-age insurance benefits
can get child's benefits based on the worker's earnings if (1) the
adoption took place within 2 years after the worker became entitled
to old-age benefits, (2) the child was receiving one-half of his support
from the worker for the year before the worker became entitled to
benefits, and (3) either the child was living with the worker in or before
the month in which the worker filed application for old-age benefits or
the worker had instituted adoption proceedings in or before that
month. There is no provision in the law for the child to get child's
benefits when he is adopted by a worker more than two years after the
worker became entitled to old-age benefits.

In contrast, a child who is adopted by a worker getting disability
insurance benefits can get benefits regardless of whether he was being
supported by the worker when the worker became disabled, and r-
gardless of when the adoption took place, if all of the following re-
quirements are met:

(1) The adoption took place under the supervision of a child-
placement agency;

(2) The adoption was decreed by a court of competent juris-
diction within the United States;

(3) The worker resided continuously in the United States for at
least 1 year immediately preceding the adoption; and

(4) The adoption occurred prior to the child's reaching age 18.
Alternatively, if the child was adopted by a worker getting disability

insurance benefits within 2 years after the worker began to get benefits,
the child can get benefits if either the worker instituted adoption
proceedings in or before the month he became disabled or the child
was living with the worker in that month.

The committee believes that the above provisions are unneces-
sarily complex and that the law should be changed so that eligibility
of children adopted by retired workers and children adopted by dis-
abled workers would be determined under common rules. At the same
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time, the committee believes that benefits for a child who is adopted
by a worker already getting old-age or disability benefits should be
paid only when the child lost a source of support when his parent
retired or became disabled, and that the law should include safeguards
against abuse through adoption of children solely to qualify them for
benefits. The committee has included in the bill a provision that it
believes will accomplish these objectives.

Under the provision added to the bill by the committee, benefits
would be payable to a child who is adopted by an old-age or disability
insurance beneficiary if the following conditions are met:

(1) The child lived with the worker in the United States for the
year before the worker became disabled or entitled to an old-age
or disability insurance benefit;

(2) The child received at least one-half of his support from the
worker for that year;

(3) The child was under age 18 at the time he began living with
the worker; and

(4) The adoption was decreed by a court of competent jurisdic-
tion within the United States.

A child who was born in the one-year period during which he would
otherwise be required to have been living with and receiving one-half
of his support from the beneficiary would be deemed to meet the
"living-with" and support requirements if he was living with the
beneficiary in the United States and receiving at least one-half of his
support from the beneficiary for substantially all of the period oc-
curring after the child was born.

Under the present law, a child's social security benefits end when
he is adopted unless he is adopted by: (1) a brother or sister, (2)
a stepparent, (3) a grandparent, or (4) an aunt or uncle.

Under the present interpretation of the term "grandparent," when
a child is adopted by his grandparent's spouse (a step-grandparent)
the child's benefits are terminated. On the other hand, if he is adopted
by the grandparent, or the grandparent joins in the adoption by the
step-grandparent, the child's benefits are not terminated. The com-
mittee bill would remove this distinction by adding a step-grandparent
to the list of named relatives who may adopt a child without causing
his benefits to end.

The provision would be effective January 1, 1971.

3. PROVISIONS ADDED BY THE COMMITTEE

WAiTING PERIOD FOR DIsABIrzrY BENEFITS

(Sec. 127 of the bill)

The committee's bill adds a new provision which would reduce the
waiting period for disability insurance benefits by two months. Under
present law, entitlement to monthly disability benefits cannot begin
until a worker has been disabled for 6 consecutive full calendar months.
For example, if a worker becomes disabled on January 10, the waiting
period is the 6 full months February through July, and his first
month of entitlement to benefits is August. (No benefit is payable,
however, unless the disability is expected to last, or has lasted, at
least 12 consecutive months or to result in death; this latter provision
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would not be changed by the committee's bill.) The Department of
Health, Education, and Welfare informed the committee that: about
one-fourth of the workers in private industry are covered under
State temporary disability programs which provide protection during
the early stages of long-term disability but do not provide benefits
for longer than 26 weeks, less than 2 percent of workers with long-
term total disabilities received workmen's compensation, and many
workers who have protection against loss of income due to sickness
or disability under employer plans (such as group policies, sick-leave
plans, or union-management plans) lose their benefits well before the
6th month of total disability.

The committee's change is intended to relieve the financial hardship
that occurs when a worker becomes disabled and the family is without
earnings during the 6-month waiting period. Therefore, the com-
mittee's bill would reduce the waiting period by two months, so that
entitlement to disability benefits would begin after a four-month
waiting period.

About 140,000 people—disabled workers and their dependents and
disabled widows and widowers—would be able to receive a benefit for
January 1971 as a result of this provision. Virtually all of these persons
would become eligible for benefits for February or March 1971 under
present law, upon completion of the 6-month waiting period. About
$185 million in additional benefits would be paid out during the first
full year.

The provision would be effective January 1, 1971.

IMPROVE COVERAGE OF U.S. CITIzENs WHO RETAIN RESIDENCE IN
THE UNITED STATES AND ARE SELF-EMPLOYED OUTSIDE THE
UNITED STATES

(Sec. 121 of the bill)

Under present law, social security coverage of self-employment
performed by a U.S. citizen outside the United States is subject to
major restrictions because coverage is governed by provisions which
were designed to define liability for income tax. In computing earnings
from self-employment, a U.S. citizen who retains his residence in the
United States but who is present in a foreign country or countries
for 510 days (approximately 17 months) out of 18 consecutive months,
must exclude the first $20,000 of earned income for income tax and
social security purposes.

Some self-employed U.S. citizens—e.g., free lance newspapermen
or news commentators—work outside the United States for long
periods at a time before returning to the United States. Such citizens
usually had social security coverage before they went abroad. The
interruption or reduction of their coverage, because they must exclude
their earned income up to $20,000 a year, in some instances has an
adverse effect on the social security protection of the worker and his
family.

The committee's bill provides that for social security purposes U.S.
citizens who are self-employed outside the United States and who
retain their residence in the United States will compute their net
earnings from self-employment in the same way as those who are
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self-employed in the United States; that is the present exclusion for
income tax purposes will no longer apply with respect to the self-
employment tax.

The provisions in the committee's bill would not affect the exclusions
taken by U.S. citizens who have established thier residence in a
foreign country. The committee has included in the bill a provision
which will assure that an individual who has established his re5idence
in a foreign country may not obtain social security coverage under
the amendment.

The provision would be effective for taxable years beginning after
1970.

EXCLUSION FROM COVERAGE OF CERTAIN EMPLOYEES OF THE STATE
OF NEBRASKA

(Sec. 122 of the bill)

The committee added a provision to the House bill which would
permit Nebraska to modify its social security coverage agreement with
the Secretary of Health, Education, and Welfare so as to remove from
coverage two types of services—services of students employed by the
public school, college, or university which they are attending, and the
services of employees of the State or a political subdivision in part-time
positions. Nebraska could have excluded both types of services at the
time it provided social security coverage for employees of State or
local governments, but did not do so. There are valid reasons for
excluding from coverage employees in these two categories, and the
State now wishes to exercise the option it could have made at the
time social security coverage was provided for State and local govern-
ment employees. However, under present law it cannot do so without
terminating the coverage of all employees in the affected group.

Under the bill, Nebraska could exclude these two types of employ-
ment by modifying its coverage agreement with the Secretary of
Health, Education, and Welfare before January 1, 1973.

COVERAGE OF CERTAIN EMPLOYEES OF GUAM

(Sec. 123 of the bill)

No employees of the Government of Guam are covered under social
security. (Employees of private employers in Guam have been covered
since 1960 on the same basis as workers in the U.S.)

There are about 1,500 employees of the Government of Guam,
classified as temporary employees who are not covered under social
security and who are excluded from coverage under the government
retirement system. As a result, they have no protection under any
government retirement system. Under present law, social security
coverage can be provided for these employees only if it is provided for
employees covered under the Government of Guam retirement system.
The Government of Guam has requested that coverage be provided for
temporary employees who are excluded from coverage under the
government retirement system.
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The committee's bill would add a provision to cover on a compulsory
basis the services of temporary employees (except hospital patients
employed by the hospital or prisoners employed by the prison) of
the Government of Guam who are excluded from coverage under
any retirement system established by the Governments of the United
States or Guam. Services performed as members of the Legislature
of Guam or as an elected official could not be covered under this
amendment.

The provision would be effective for services performed after 1970.

RETROACTIVE PAYMENT OF DISABILITY BENEFITS

(Sec. 130 of the bill)

Under a 1967 Senate amendment certain disabled people were
allowed to establish a period of disability—-the so-called disability
freeze—even though the period provided in the law for filing eflec-
tive applications had terminated. This 1967 provision was designed
to protect a limited number of people who when the disability pro-
gram w-as new had been so severely disabled that they did not have
the opportunity or ability to file an application.

The committee has been informed that these people also lost bene-
fits which would otherwise have been paid. Therefore, the committee
bill would provide for the payment of cash disability benefits for
periods of disability prior to 1968 that have been established under
the 1967 amendment prior to the enactment of the Social Security
Amendments of 1970.

WIDows WHO REMARRY

(Sec. 129 of the bill)

Under the present law, when a woman getting widow's benefits
marries, her benefit is reduced to the amount that would have been
paid to her as a wife or, if the man she marries is entitled to old-age
benefits, to the amount of the wife's benefit based on his earnings when
a higher amount is payable. While this provision is generally satis-
factory, it results in a financial hardship, and perhaps a deterrent to
marriage, when a widow marries a retired person who is not entitled
to social security or any other public pension. To reduce this financial
hardship and obstacle to remarriage, the committee bill would permit
a widow who remarries to continue to receive her full widows' benefit
when she marries a man who is not entitled to—and who if he had
reached eligibility age would not be entitled—a social security benefit
or to any other public retirement benefit.

The provision would be effective January 1, 1971.

REFUND OF SOCIAL SECURITY TAX TO MEMBERS OF CERTAIN
RELIGIOUS FAITHS OPPOSED TO INSURANCE

(Sec. 128 of the bill)

Since the enactment of the Social Security Amendments of 1965,
members of certain religious sects, who have conscientious objections
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to social security by reasons of their adherence to the established
tenets or teachings of the sect, may be exempt from the self-
employment tax provided they also waive their eligibility for social
security benefits. This exemption is not available, however, for "em-
ployees" covered by the social security tax. The exemption was
written largely to relieve the Old Order Amish from having to pay
the social security tax when, because of their religious beliefs, they
would never draw social security benefits.

As indicated above, the 1965 amendment applies only to members
of a religious sect who are self-employed; it does not apply to members
of the same sect who work as employees. The report of the Finance
Committee in 1965 makes clear that this distinction was intended. It
reads in part:

"The proposed exemption would be limited to the self-employment
tax under social security since those persons for whom the payment
of social security taxes appears to be irreconcilable with their religious
convictions also, by reason of their religious beliefs, limit their work
almost entirely to farming and to certain other self-employment."

In the interval since the 1965 amendment was enacted, an increas-
ing number of members of the Amish sect have become employees.
To some extent this is a result of the unavailability of farm land in
areas where they reside. In large measure, in the past, the Amish
have confined their labors to agricultural pursuits.

In recognition of the changing pattern of employment the committee
concluded that it was appropriate to extend similar treatment for
employees to that now available only in the case of the self-employed.

Under this provision, an employee who receives wages where the
social security tax is deducted may, if the "authorization" under this
provision applies, obtain a credit or refund of this tax.

To obtain this treatment, the individual must file an application
for the authorization for credit or refund of the social security tax.
To qualify for this authorization:

(1) the individual must belong to a religious sect, which con-
scientiously objects to the acceptance of benefits under private or
public insurance plans;

(2) it must be the practice of the sect to make provision for
dependent families which is reasonable in view of their general
standard of living; and

(3) the sect must have been in existence at all times since
December 31, 1950.

Additionally, for the refund or credit to be available the individual
involved must be a member of a sect (or a division thereof) referred
to above and an adherent of the established tenets or teachings of
the sect (or division), and the Secretary of the Treasury may require
such evidence of this as he deems necessary.

It should be clear that the allowance of a credit or refund for the
employee's portion of the social security tax does not involve any
forgiveness of the employer portion of the social security tax.

In order to give effect to this waiver a provision is added to Social
Security Act (section 202(v)) making it clear that where such a
waiver has been filed, no benefit payments are to be made with respect
to the wages or self-employment income of such individual and no pay-
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ments are to be made to him on the basis of the wages or self-employ-
ment income of any other person so long as the individual's authoriza-
tion remains effective.

Finally, the individual must waive his eligibility for social security
and medicare benefits (under titles II and XVIII of the Social
Security Act) on the basis of his wages and self-employment income
or on the basis of the wages and self-employment income of any other
person.

The credit or refund is applicable to wages paid for the first calendar
year after 1970 throughout which the individual meets the require-
ments specified above, and in which an application for authorization
is filed (except that if an application is filed on or before the date
prescribnd by law for filing an income tax return for a year the applica-
tion may be treated as having been filed in the calendar year in which
the taxable year begins). The refund or credit ceases to be available
in the first calendar year in which the individual ceases to meet the
requirements specified above, or the sect (or division thereof) of which
the individual is a member, is found by the Secretary of HEW to
no longer meet the requirements applicable to it.

INCREASE TRUST FUND MONEY AVAILABLE FOR REIMBURSEMENT OF
COST OF REHABILITATING DISABILITY BENEFICIARIES

(Sec. 120 of the bill)

The committee's bill adds a new provision which is intended to
increase the number of social security disability beneficiaries who are
rehabilitated to a degree that permits them to return to gainful em-
ployment. Under present law, the total amount of trust fund money
that may be used in any year for reimbursing State agencies for the
costs of rehabilitation services provided disability beneficiaries may
not exceed 1 percent of the social security disability benefits paid in
the previous year. The committee has been informed that increas-
ing the funds available for rehabilitation services should result in an
increase in the number of beneficiaries who are rehabilitated. Thus,
the bill would increase the trust fund money available for rehabili-
tation in two steps—to 1.25 percent for fiscal year 1972, and to 1.5
percent for fiscal year 1973 and subsequent years. The Department of
Health, Education, and Welfare advised the committee that the sav-
ings to the trust funds resulting from this recommended provision will
exceed the additional costs of the rehabilitation services.

Prior to enactment of the trust fund reimbursement provision in
1965, the social security disability beneficiary rolls were not a sig-
nificant source for selection of potential rehabilitants under the
regular vocational rehabilitation program since social security dis-
ability beneficiaries are generally more severely disabled than other
disabled people. The number of social security disability beneficiaries
who received rehabilitation services under the trust fund reimburse-
ment provision has grown from 10,462 in 1967 to 32,851 in 1969.
The Department estimates that the average value of future benefits
that would have been payable to a disabled beneficiary if he had
not been rehabilitated amounts to more than $15,000, or a gross
saving of about $62 million for the more than 4,000 disabled bene-
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ficiaries who received rehabilitation services under the trust fund
reimbursement provision and who had been removed from the social
security benefit rolls through fiscal year 1969. On the basis of experi-
ence thus far, it is estimated that there will be a saving to the trust
funds of about $1.60 for every $1 invested in the rehabilitation
program.

The committee has requested the Social Security Administration to
make an in-depth examination of its experience under the provision
for financing rehabilitation costs from the trust funds and to submit
a report of its findings to the Congress prior to January 1, 1972. The
report should include comprehensive information on the number and
characteristics of beneficiaries receiving rehabilitation services and
those reported by State agencies as rehabilitated. The committee is
particularly interested in having information as to the status of
reported rehabilitations at points of time after rehabilitation, the
amount of work they have done, the length of time they have worked,
the amounts they have earned, and information about the rate of
return of these people to the benefit rolls. inc]uding the reasons why,
numbers, and percentages. The report should also include estimates of
the savings to the social security trust funds resulting from rehabilita-
tion of beneficiaries in relation to trust fund expenditures for reha-
bilitation J?urposes, and all other information which would be useful
in evaluating the effectiveness of rehabilitating disability insurance
beneficiaries.

BENEFITS FOR A CHILD ENTITLED ON THE RECORD OF MORE THAN
ONE WORKER

(Sec. 124 of the bill)

Under present law, a child entitled to social security benefits based
on the earnings record of more than one worker gets benefits on only
one earnings record—the record of the worker that produces the
highest primary insurance amount.

In cases where a child is entitled to benefits on the earnings record
of more than one worker, the amount of his benefit based on the
earnings record of the worker who has the highest primary insurance
amount is sometimes smaller than the benefit based on the earnings
record of another worker on whose record he is also entitled. He is,
however, paid the smaller amount.

This situation can arise because children who are entitled on the
earnings record of a retired or disabled worker get a benefit equal to
50 percent of the worker's primary insurance amount, while children
entitled on the earnings record of a deceased worker get a benefit
equal to 75 percent of the deceased worker's primary insurance amount.

When the present provision was enacted, a child's benefit was always
50 percent of the worker's primary insurance amount, whether the
worker was living or dead, so that the highest possible benefit was
always the benefit based on the highest primary insurance amount.
Subsequent changes increased the surviving child's benefit to 75
percent of the primary insurance amount.

The committee bill would add a provision to the House bill to
provide that a child who is entitled to social security child's insurance
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benefits on the earnings record of more than one worker will get bene-
fits based on the earnings record which would result in paying him
the highest amount, if the payment would not reduce the benefit of
any other individual who is entitled to benefits on any of the earnings
records on which the child is entitled. (Entitlement of a child on the
earnings record that will give the child the highest benefit can result
in a reduction of the benefits for others entitled on the same earnings
record because of the requirement to keep the total benefits within
the family maximum.)

The provision would be effective January 1, 1971.

RECOMPUTATION OF BENEFITS BASED ON COMBINED RAILROAD AND
SOCIAL SECURITY EARNINGS

(Sec. 125 of the bill)

A social security beneficiary in a given year may receive benefits
based only on earnings in prior years. In order to assure that a
beneficiary's social security benefits fully reflect his earnings under
the social security system, his primary insurance amount is auto-
matically recomputed from year to year if he has current earnings.
When this provision of the Social Security Act was modified in 1967,
recomputation was provided for "if an individual has wages or self-
employment income for a year after 1965." This wording has
inadvertantly created a problem in one special type of case involving
persons entitled to benefits under both the social security and
railroad retirement systems.

A living individual with entitlement to both social security and rail-
road retirement benefits may receive benefits separately under both
systems. If he dies, however, his survivors may receive benefits from
only one system based on his combined earnings under both systems.
Thus, upon his death a recomputation is necessary. If he retired
before 1966 and had no earnings after 1965, the language of the law
has been interpreted as preventing the Social Security Administration
from automatically recomputing survivor benefits based on combined
social security and railroad retirement earnings.

A specific exception in the law is needed to make it clear that sur-
vivor's benefits will be based on the worker's combined social security
and railroad earnings, as they were under the law in effect prior to the
Social Security Amendments of 1967 (and as they are when they are
payable under the railroad system).

The committee bill would add a new provision to the House-
passed bill to provide that a deceased individual who during his hf e-
time was entitled to social security benefits and railroad compensation
and whose railroad remuneration and earnings under social security
are, upon his death, to be combined for social security purposes would
have his primary insurance amount recomputed on the basis of his
combined earnings, whether or not he had earnings after 1965.

UNDERPAYMENTS

(Sec. 126 of the bill)

Under present law, if a beneficiary dies before receiving all of the
social security cash benefits due him, payment may be made only to a
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surviving spouse, child, parent, or legal representative of the deceased
beneficiary's estate, in that order of priority.

Where there is no surviving spouse, child, or parent and the deceased
beneficiary's estate consists of little more than social security benefits
due, payment is often not made because some survivors find it too
costly to take the action necessary to become the legal representative
of the estate. When the present order of priority was under considera-
tion in 1967,- the committee added a further category under which
underpayrnénts could be paid to persons related to the deceased indi-
vidual by blood, marriage, or adoption. The Senate change was deleted
from the bill by the conference committee. Since then, experience has
shown that disposition of underpayments can be made in only about 60
percent of the cases without formal probate proceedings.

The committee's bill would add a provision to the House bill to
facilitate the disposition of underpayments of cash social security
benefits due a beneficiary who has died.

The new provision would provide that if there is no surviving
relative in the categories listed in present law, and no legal repre-
sentative of the estate, cash benefits due a deceased beneficiary could
be paid to any other relative (by blood, marriage, or adoption) of the
deceased who may be determined by the Secretary of Health, Educa-
tion, and Welfare, under regulations promulgated by him, to be the
appropriate person to receive the benefits on behalf of the estate.

EMPLOYEES OF TIlE STATE OF LOUISIANA SERVING AS REGISTRARS OF
VOTERS

(Sec. 133 of the bill)

The committee has added a provision to the House bill, applicab]e
only to registrars of voters and employees of the registrars, in the
State of Louisiana which would permit the removal of services per-
formed by these workers from social security coverage. About 150
workers are - involved.

Tinder the provision, the registrars and their employees would be
given one year—1971—in which to decide if they wished to continue
their social security coverage and if by the end of the year they de-
cide that they do not wish to do so, this coverage would be termi-
nated effective January 1, 1973. Thus, the termination of coverage
would not be effective for 2 years in accord with the provision of preS-
ent law that a State cannot terminate coverage of a group of employees
until 2 years after it has advised the Secretary of Health, Education,
and Welfare of its intent.

4. PROVISIONS OF THE HOUSE BILL THAT WERE DELETED
BY THE COMMIVEE

ELECTION TO RECEIVE ACTUARIALLY REDUCED BENEFITS

(Sec. 106 of the House bill)
Under present law, a married person who has worked and is eligible

for both an old-age insurance benefit as a retired worker and a wife's
or husband's insurance benefit as the spouse of a retired worker can-
not apply for just one of the benefits; when she applies for one she is
deemed to have applied for both. As a result, such a person who
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claims benefits before age 65 has both of his benefits actuarially
reduced.

Under the House bill, a person eligible for benefits as a retired
worker and also as a spouse could choose to take only one of the
benefits and claim the other one later, or she could take both benefits
at the same time. Also under the bill the reduction that is made in
one benefit would not lower the amount of a benefit that is taken later.

The committee bill would delete the House-passed provision. The
purpose of actuarially' reduced benefits is to provide some benefits
for people prior to regular retirement age without additional cost
to the prograth. If a person could take a benefit based on his own
earnings record that was reduced because it was paid before age 65
and litter get an unreduced wife's or husband's benefit on the earnings
record of a spouse, it would defeat the purpose of the actuarial reduc-
tion provision, and add to the cost of the program.

BENEFITS FOR DIvoRcED WOMEN

(Sec. 111 of the House bill)

The committee bill retains the provisions of present law which re-
quire that in order to qualify for benefits as a divorced wife, divorced
widow, or surviving divorced mother a woman must show that (1)
she was receiving at least one-half of her support from her former
husband, or (2) she was receiving substantial contributions from her
former husband pursuant to a written agreement, or (3) there was
a court order in effect providing for substantial contributions to her
support from her former husband. The House-passed bill would delete
these provisions.

Benefits paid to a divorced woman under the social security pro-
grain are intended to provide a partial replacement of support that
is lost when her former husband retires, becomes disabled, or dies. The
committee believes that where a divorced woman is not getting ali-
mony or continuing support from her former husband and where there
is no written agreement or court order providing for her support the
woman does not lose a source of support, or potential support, when
her former husband retires, becomes disabled, or dies. The committee
believes, therefore, that the support requirements in present law are
consistent with the basic principles of the social security program.

DISIBILITY BENEFITS AFFECTED BY THE RECEIP'r OF
WORKMEN'S COMPENSATION

(Sec. 115 of the House bill)

The committee deleted the provision i the House bill which would
have raised the ceiling on income from combined workmen's compen-
sation and social security disability insurance benefits from 80 percent
to 100 percent of the disabled worker's average current earnings before
the onset of his disability. The objective of the offset provisions is to
avoid the payment of combined amounts of social security benefits and
workmen's compensation payments that would be excessive in com-
pariSon with the beneficiary's earnings before he became disabled.
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The committee considers it somewhat doubtful that. the increased ceil-
ing proposed in the House bill would still meet the objective of the off-
set provisions.

CovEitGE OF FEDERAL HOME LOAN BANK EMPLOYEES

(Sec. 116 of the House bill)

The committee bill deletes the provision in the House bill that
would extend social security coverage to the approximately 500 cur-
rent employees and all future employees of the Federal Home Loan
Banks. The employees are now covered under a staff retirement plan.
The Federal Home Loan Bank Board has requested that social secu-
rity coverage be extended to these employees. The committee believes
that social security coverage should not be extended to them without
further study of the benefit levels which would result.
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1. PROVISIONS OF THE HOUSE BILL THAT WERE NOT SUBTANTIALLY
CHANGED BY THE COMMITFEE

PAYMENT UNDER THE MEDICARE PROGRAM TO INDIVIDUALS COVERED

BY FEDERAL EMPLOYEES HEALTH BENEFITS PROGRAM

(Sec. 201 of the bi1l

Under present law, Federal employees and retirees age 65 and over
who are enrolled for Federal employees health benefits (FEHB) are
also covered under the medicare hospital insurance plan (part A) if
they have worked in employment covered by social security or rail-
road retirement and are eligible for monthly cash benefits under these
programs. In addition, Federal employees, whether or not eligible
for part A benefits, may enroll in the medicare voluntary supplemen-
tary medical insurance plan (part B) which is available to essentially
all persons age 65 and over. Part A hospital insurance protection under
medicare is earned during a person's working years through a separate
tax on his earnings and no payments are made by those entitled to
benefits after they have stopped working. Part B medical insurance
protection is available at 50 percent oi cost, for which the enrollee
pays a monthly premium—currently $5.30 monthly—matched by the
Federal Government.

In contrast, persons who are eligible for health insurance protection
under a FEHB plan continue to pay the same premium rates for their
coverage after retirement as they did when they were active employees
(although the coverage may be more valuable since older people use
more medical services). The Federal Government currently pays about
24 percent of the overall cost of FEIIB protection, with its share in-
creasing to 40 percent effective January 1, 1971.

When the medicare program was enacted in 1965, it was intended
that it would provide basic health insurance protection for people age
65 and over and that it would pay its benefits in full without regard to
any other benefits that might be payable under an employee health
benefits plan. At the same time, it was expected that suh plans would
adjust their benefit policies to complement the protection provided
under medicare rather than duplicating the benefits.

Unlike most employers, the Federal Government has not arranged
the health insurance protection it makes available to its employees age
65 and over (active or retired) so that such protection would be supple-
mentary to medicare benefits.

Although most Federal employment covered by a Federal staff
retirement system is excluded from social security coverage, many
Federal employees become insured under social security on the basis
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of other employment. About 50 percent of retired and active Federal
employees age 65 and over are entitled to hospital insurance benefits
under medicare.

Several problems arise under the present situation. The FEIIB plans
cover many of the same health care expenses that are covered under
medicare. In cases where health care expenses are covered under both
medicare and a Federal employee plan, the medicare benefits are paid
first, and the Federal employee plan then pays its benefits in an amount
which, when added to the benefits payable under medicare, may not
exceed 100 percent of the expenses allowable under the FEHB plan.

A Federal employee who is covered under a high-option FEHB plan
as well as the medicare plans has somewhat better protection than is
afforded under the FEHB plan alone. But, because of the nonduplica-
tion clauses in the FEHB contracts, he does not derive the full value of
the protection of the FEHB contracts. If a Federal retiree entitled
under medicare cancels his enrollment under a FEHB plan because of
the high total cost of his health care protection, he will lose the high
level of protection he previously enjoyed under the FEHB program at
an age where his health care costs can be expected to increase
substantially.

Federal retirees and employees who are covered under an FEHB
plan generally do not find it advantageous to enroll in the medicare vol-
untary supplementary medical insurance plan, because of the overlap-
ping of FEHB benefits and benefits under the supplementary plan.
Thus, Federal retirees and employees do not receive the advantage,
available to virtually all other persons age 65 and over, of the 50-per-
cent Government contribution toward the cost of the protection under
the supplementary medical insurance program.

In order to assure a better coordinated relationship between the
FEHB program and medicare and to assure that Federal employees
and retirees age 65 and over will eventually have the full value of the
protection offered under medicare and FEHB, the Finance Committee
approves the provision in the House bill which would provide that
effective January 1, 1972, the medicare program (both parts A and B)
would not pay for any otherwise covered service if such service is
covered under a FEHB plan. This provision would not go into effect
(or would be suspended, if already in effect) if the Secretary of Health,
Education, and Welfare certifies that the FEHB program has been so
modified as to assure that there is available to each Federal employee
or retiree age 65 and over one or more Federal health benefit plans
which offer protection supplementing the combined protection of parts
A and B of medicare, and the protection of part B alone and that the
Government is making a contribution toward the health insurance of
each Federal employee or retiree age 65 and over, which is at least
equal to the contribution it makes for hgh option coverage under
Government-wide FEIIB plans. This contribution could be in the forth
of a Federal contribution toward the supplementary FEHB protection
or a payment to or on behalf of such employee or retiree to offset the
cost of his purchase of medicare protection, or a combination of the
two. It is the hope and the intent of the committee that the Secretary
will be able to make this certification before January 1972.
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HOSPITAL INSURANCE BENEFITS FOR UNINS'URED INDIVIDUALS NOT
ELIGIBLE UNDER PRESENT TRANSITIONAL PROVISIONS

(Sec. 202 of the bill)

Present law provides hospital insurance protection under the
"special transitional provision" for people who are not qualified for
cash benefits under the social security or railroad retirement program.
(The provision excludes an active or retired Federal employee, or
the spouse of such an employee, who is covered or could have been
covered under the provisions of the Federal Employees Health
Benefits Act of 1959; aliens residing in the United States for less than
5 years; and people who have been convicted of a crime against the
security of the United States, including sabotage, espionage, treason,
etc.) The "special transitional provision" covers people who are not
qualified for cash benefits under the social security or railroad retire-
ment program and who reached age 65 before 1968 even though they
had no work under social security (or in the railroad industry).
Those who attained or will attain age 65 after 1967 must have had
specified amounts of work under these programs in order to be eligible
for hospital insurance protection. The transitional provision will
phase out as of 1974 as persons attaining age 65 in those years must
be insured for cash benefits under one of the two programs in order to
be eligible for hospital insurance protection.

Since the transitional provision is designed to provide hospital in-
surance coverage for only a part (though a large part) of the unin-
sured aged and to eventually phase out, a portion of the aged, though
small in number (as of January 1, 1970, this portion numbered ap-
proximately 305,000 or 1 3/ percent of the aged population), are and
will be, for one reason or another, excluded from hospital insurance
coverage. (The 305,000 people include 55,000 recent immigrants, who
would continue to be excluded from coverage; 145,000 active or retired
Federal employees, who are not eligible under the transitional provi-
sion; and 105,000 others.) Although these ineligibles include a substan-
tial number of people who were eligible for social security coverage but
who did riot elect (or whose employers did not elect) to be covered
(including employees of State and local governments), they also
include several other groups: (1) wives who have never worked under
covered employment and whose husbands are eligible for hospital
insurance under the transitional provision, (2) women who are not
insured on their own account and who cannot qualify for dependent's
benefits (such as dependent aged sisters of insured workers and the
dependents of uninsured workers), and (3) workers, such as agricul-
tural and domestic workers, whose earnings may have been so low or
sporadic they were unable to acquire insured status.

Further, it has become very difficult for many in this group to obtain
private hospital insurance comparable to coverage under medicare.
Since the passage of the medicare law, private insurance companies
have generally changed their hospital insurance plans available to peo-
ple age 65 and over to make their coverage complementary to medi-
care. While there is generally some type of hospital insurance available
to persons age 65 and over, most of that which is offered is in the form
of specified cash payment insurance, paying from $25 to $200 per week
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for limited periods of hospitalization. Few private health insurance
companies offer their regular hospital expense plans to the aged.

The committee agrees with but has made some technical changes in
the provision in the House bill which would make available hospital
insurance coverage on a voluntary basis to persons age 65 and over,
including civil service annuitants and their spouses, who are not
entitled to such coverage under existing law. A State or any other pub-
lie or private organization would be permitted to purchase such pro-
tection on a group basis for its retired or active employees age 65 and
over. The intent is that the cost of such coverage would be fully
financed by those who elect to enroll for this protection. Enrollees
would pay a monthly premium based on the cost of hospital insurance
protection for the uninsured group; such premium would be $27 a
month beginning with July 1971 and up to and including June 1972,
and would be recomputed each year and increased in the same pro-
portion as the inpatient hospital deductible. The same restrictions
on enrollment and reenroilment (including a 10-percent-per-year
charge for late enrollment) would apply as now apply to enrollment
for supplementary medical insurance (including the changes in such
enrollment provisions made by other provisions in the bill). Aliens who
have been in the United States less than five years and persons who
have been convicted of certain subversive crimes would be excluded
from participation under this provision, just as they are excluded from
enrolling for supplementary medical insurance.

The committee's bill also would require that in order for persons to
be eligible to enroll for hospital insurance they must be enrolled for
supplementary medical insurance. Those persons who have failed to
enroll for supplementary medical insurance within the 3-year enroll-
ment limit as prescribed by present law would be able, under another
provision in the committee's bill to meet this requirement since they
would no longer be excluded from enrolling for supplementary medi-
cal insurance. If a person terminates his supplementary medical in-
surance, his hospital insurance coverage under this provision would
be automatically terminated effective the same date as his supple-
mentary medical insurance termination. The committee believes that
such a restriction is necessary to reduce the possibility of excessive
utilization of the more expensive hospital insurance coverage as might
occur if an individual were enrolled for hospital insurance (covering
primarily institutional care) but not for supplementary medical in-
surance (covering primarily outpatient care).

LIMITS ON PREVAILING CHARGE LEVELS

(Sec. 224 of the Ji11)

Under present administrative policies under medicare, the prevailing
limit on the reasonable cha.rge for a service is intended, over the long
run, to be generally about the 83d percentile of customary charges for
that service in the physician's locality. To illustrate, if customary
charges for an ppendeetomy in a locality were at five levels, with 10
percent of the services rendered by physicians whose customary charge
was $150, 40 percent rendered by physicians who charge $200, 40 per-
cent rendered by physicians who charge $250 and 5 percent rendered by
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physicians who charge $300 arid with the remaining 5 percent rendered
by physicians charging in excess of $300, the prevailing limit would be
$250, since this is the level that would cover at least 83 percent of the
cases. However, if 15 percent, rather than 5 percent, of the services
were rendered by physicians whose customary charge was at the $300
level with 5 percent charging above that level, the prevailing charge
limit would be $300, since this would then be the level that would cover
at least 83 percent of the cases.

Customary charges for services that are within the prevailing fee
limit are generally recognized in full. (In a relatively small number of
situations additional rules are used to judge the reasonableness of
charges.)

The committee believes that it is necessary to move in the direction of
an approach to reasonable charge reimbursement that ties recognition
of fee increases to appropriate economic indexes so that the program
will not merely recognize whatever increases in charges are established
in a locality but would limit recognition of charge increases to rates
that economic data indicate would be fair to all concerned.

Under the committee's bill, the prevailing charges recognized for a
locality could be increased in fiscal year 1972 and in later years only to
the extent justified by indexes reflecting changes in the operating ex-
penses of physicians and in earnings levels. What the bill provides is a
limit on the increases that would be recognized on the basis of the other
reasonable charge criteria.. Increases in the customary charges of indi-
vidual physicians and in the charges prevailing among physicians in a
locality would continue to be recognized only on the basis of adequate
evidence that such increases had been in effect for a period of time.
The new ceiling on recognition of increases in prevailing charge limits
that is provided would come into play only when the adjustments
necessary to meet increases in the actual charges prevailing in a locality
exceeded, in the aggregate, the level of increase justified by other
changes in the economy.

The Secretary would establish the statistical methods that would be
used to make the calculations to establish the limit on the increases
allowed by this provision.

The base for the proposed economic indexes would be calendar year
1909. The increase in the indexes that occurs in a succeeding calendar
year would constitute the maximum allowable aggregate increase iii
prevailing charges above the original base that would be recognized in
the fiscal year beginning after the end of that calendar year.

Initially, the Secretary would be expected to base the ceilings for
recognition of increases in prevailing fee limits on presently available
indexes of changes in consumer prices and earnings combined in a man-
ner consistent with available data on the ratio of 'the expenses of prac-
tice to income from practice occurring among self-employed physicians
as a group. If, for example, available data indicated that for self-
employed physicians as a group, expenses of practice absorbed approxi-
mately 40 percent of gross receipts of practice ('the proportions indi-
cated for 1966 'by data compiled 'by IRS from tax returns), the Secre-
tary could determine that the maximum aggregate increase in prevail-
ing charge levels that could be recognized in a carrier area would be 40
percent of the area increase in the BLS Consumer Price Index (all
items less medical care) plus 60 percent of the area increase in the
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earnings reported to the social security program. The increase in the
BLS Consumer Price Index (which includes a service component and
other prices reflecting, to some degree, office salaries paid by physi-
cians) would be considered to indicate the justifiable increase in fees to
take account of increases in costs met by the physician in his practice
and the increase in earnings would 'be considered to 'indicate 'the
justifiable increase in fees to keep the physician's earnings in line with
'the earnings of others. Thus, if during calendar year 1970 the area
increase in prices was 3 percent and the area increase in earnings was
5 percent, the allowable aggregate increase in prevailing charges recog-
nized by the carrier in each locality during fiscal year 1972 would be 4.2
percent:

(.40x.03)+ (.60X.05)=.042

The carrier would apply the prevailing charge criteria now in the
law (but setting the prevailing charge limit at the 75th percentile of
customary charges rather than at the 83d percentile permitted under
present policies) to data on charges in calendar year 1970 to determine
the increases in prevailing charges that it would be appropriate to
recognize during fiscal year 1972. In the illustration cited earlier, where
20 percent of appendectomies 'in a locality were rendered by physicians
who customarily charged $300 or more and 80 percent of such services
were rendered by physicians customarily charging at or below $250,
the prevailing charge level for that service would be $250 (the level
that would cover at least 75 percent of 'the cases), rather than t'he pre-
vailing charge level of $300 (the level that would cover at least 83
percent of the cases) that would be set under present policies. If the
aggregate increase in prevailing charges so determined was less 'than
4.2 percent, 'the adjustments' would be permitted and the portion of the
allowable aggregate increase not used in that fiscal year could 'be car-
ried forward and used in future fiscal years. However, if the aggregate
increase in prevailing charges found otherwise appropriate exceeded
4.2 percent, such increases would 'be reduced to the extent necessary to
bring the aggregate of all increases within the 4,2 ceiling—that is, if
the new prevailing charge limits that were indicated for fiscal year
1972 'by the 75th percentile of calendar year 1.970 charges multiplied
by the frequency of the related services in calendar year 1970 exceeded,
in total, the prevailing c'harge limits indicated for fiscal year 1971 by
the 75th percentile of calendar 1969 charges multiplied by the fre-
quency of the related services in calendar 1969 'by 8.4 percent, then each
of the prevailing charge increases 'indicated for fiscal year 1972 by the
75th percentile of calendar year 1970 charges would 'be reduced by
one-half so that the aggregate increase allowed would 'be within the
4.2 ceiling.

It is, of course, contemplated under the bill that the Secretary would
use, both initially and over the long run, the most refined indexes that
can be developed. However, the committee believes that the viability
of the proposal does not depend on a great deal of further refinement.
The objectives of the proposal could be attained with equity through
the use of an approach such as that described above. This is so because
the indexes are not to be applied on a procedure-by-procedure basis
that would raise serious questions of equity in absence of refinements to
take account of variations in the mix of factors of production among
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various types of medical services and to take account of changes in
productivity with respect to various services. Rather, the indexes will
operate as overall ceilings on prevailing fee level increases recognized
in a carrier area under which adjustments permitted by the present
customary and prevailing charge criteria could be made to take account
of the shifting patterns and levels of actual charges in each locality.
Thus, whether the new limit on prevailing charges will actually affect
the determination of reasonable charges depends on the degree to
which physicians' fees rise in the future. If the rise in fees in the ag-
gregate was no more than the rise in prices and earnings, the rise in
•fees would be allowed in full.

The committee believes it desirable to provide the Secretary with
appropriate leadtime for implementation of the proposed ceilings on
recognition of prevailing charge increases and to provide a conserva-
tive base for its application. For this reason, the committee bill in-
cludes an interim provision for the remainder of fiscal year 1971
requiring, in effect, an extension of present policies to contain program
costs. Under this interim provision the medical charge levels currently
recognized as prevailing in a locality could be increased after enact-
ment of the bill and during fiscal year 1971, only to the extent found
necessary,. on the basis of statistical data and methodology acceptable
to the Secretary, to bring the charge levels recognized as prevailing
in a locality to the 75th percentile of the customary charges (weighted
by frequency rendered) made for similar services in t.he same locality
during . calendar year 1969. However, if currently allowed charges
exceed t.his 75th percentile, no decrease in charges would be required
by the new legislation. And, as noted earlier, the prevailing charges
calculated as representing the 75th percentile in calendar year 1969
will establish the base from which the rate increase in prevailing
charge levels will be measured. The economic index that would go into
effect starting with fiscal year 1972 would be applied to this base to
establish limits in future years.

The committee believes that it. is essential to implementation of the
original congressional intent that the Department of Health, Educa-
tion, and Welfare require that in an area where a significant number of
payments are made under Blue Shield and other service benefit con-
tracts and to the extent such payments are generally accepted by physi-
cians as payment in full, they should be properly reflected in the
charge data used in the determination of reasonable charges. Under
these service benefit plans, the participating physician agrees to accept.
the Blue Shield allowance as payment in full for services to patients
with incomes below specified limits. Where the actual number of cases
in which the Blue Shield payment represents payment in full is
unknown and valid estimates cannot be obtained, reasonable pre-
sumption should be drawn from the number and probable income
levels of those covered by service benefit contracts and whether such
income levels would generally encompass most beneficiaries and as
to the number of instances in which the Blue Shield payment would
usually represent the physician's full payment.

While relating the allowability of future increases in prevailing
charges to general economic indicators is an appropriate method for
reasonable charge determinations with respect to the services of physi-
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cians, the committee believes it would be inappropriate for reason-
able charge determinations with respect to medical supplies, equip-
ment, and services that do not generally vary in quality from one sup-
plier to another. This is so because no program purpose would be served
by allowing charges in excess of the lower levels (the comparable
House provision referred to "lowest levels") at which supplies,
equipment, or services can be readily obtained in a locality. For this
reason, the committee bill permits deviation from generally applica-
ble reasonable charge criteria where it is determined that medical sup-
plies, equipment, and services do not generally vary in quality from
one supplier to another.

The committee recognizes that it will not be possible for the Secre-
tary to immediately establish special charge or cost limits for every
item or service not materially affected in quality by the supplier who
actually furnishes it to the patient. How-ever, t.he committee believes
that it is important to make explicit the Secretary's authority and it
is expected that he will assert such authority to impose rules for deter-
mining reasonable charges when, after due consideration, he determines
that a particular item or service does not vary in quality from one
supplier to another and devises special rules for reasonable charge
determinations that he considers equitable and administratively feasi-
ble. Until the Secretary designates an item or service as falling within
the scope of this provision and establishes rules for determining rea-
sonable charges for that item, the presently applicable rules, including
any special rules imposed by the carrier, would generally remain in
effect.

The committee believes that it would be advisable for the Secretary
to give priority attention to items of service or equipment most fre-
quently paid for under the program. The committee also believes that
there are certain items of service for which special reasonable charge
rules can be readily established. Where a separate charge is made by a
physician for an injection, for example, the maximum allowance should
be a scheduled amount based upon the approximate ingredient and
supply cost plus a modest specified amount (such as $1.00) to cover
the injection service. This seems reasonable since an injection generally
is not a service requiring a high level of training and experience; para-
medical nersonnel are normally capable of and often provide the serv-
ice. Similarly, schedules of allowances should be established by geo-
graphic or medical service area, where appropriate, for routine labora-
tory work—including interpretation of results—for tests not ordinarily
included in the charge for a physician visit. The scheduled allowance
should be based on the costs of tests (including common groupings of
tests) when undertaken by qualified efficient and economical sources—
such as independent automated laboratories—to which physicians in
an area have reasonable access.

'While the provision discussed above is directed to items and services
that do not generally vary in quality from one supplier to another,
the committee notes that present law provides authority for special
reasonable charge rules and limits with respect to any item or service
for which such special rules are found to be necessary and appropriate.
The committee believes that it is reasonable and desirable to limit
charges recognized for routine follow-up visits to institutionalized
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patients to a reasonable. proportion of charges for the initial visit and
to limit charges recognized for visits on the same day to a number 9f
patients in the same institution to amounts that are reasonable in
relation to the time usually spent and services provided under such
circumstances. Of course, such limitations would not preclude indi-
vidual consideration of requests for higher allowances where such
follow-up visits or multiple visits are justifiable as being non-routine.

The effect of the new limits established under this provision would
be extended to the medicaid and child health programs by providing
that payments under these programs after enactment of the bill may
not be made with respect to any amount paid for items and services
that exceeds these new limits. This would be consistent with the situa-
tion in the present medicaid program.

The medicaid provisions of the Social Security Amendments of 1965
contained nothing which attempted to limit the charges by physicians
that States could pay under their medicaid programs. States could
and usually did set some type of limits of their own, typically less
than usual or customary charges. The Social Security Amendments of
1967 added a new medicaid provision which required that a State plan
must provide assurances that "payments (including payment for any
drugs under the plan) are not in excess of reasonable charges consistent
with efficiency, economy, and quality of care." On June 30, 1969, HEW
issued an interim regulation which limited fees paid to physicians, den-
tists, and other individual providers of medical services under medic-
aid. The HEW regulation stipulated that payments to providers would
be limited to those received in January 1969, unless payments were
below the 75th percentile of customary charges. States whose payment
structures provided fees above the 75th percentile of customary
charges were required to adjust their payments so that they did not
exceed reasonable charges as determined under medicare. The regula-
tion also stipulates that after July 1, 1970, States may request permis-
sion to increase fees paid to individual practitioners only if two condi-
tions are met:

(1) The average percentage increase requested above the 75th. per-
centile of customary charges on January 1, 1969, may not exceed the
percentage increase in the all-services component of t.he Consumer
Price Index (adjusted to exclude the medical component) or an al-
ternative designed by the Secretary and

(2) Evidence is clear that providers and the States have coopera-
t.ively established effective utilization review and quality control
systems.

The proposed amendment is substantially along the lines of the
present regulation, and is effective upon enactment..

AUTHORITY OF SECRETARY To TERMINATE PAYMENTS TO SUPPLIERS OF
SERVICES

(Sec. 227 of the bill)

Present law does not provide authority for the Secretary to with-
hold future payments for services furnished by an institutional pro-
vider of services, a physician, or any other supplier who either abuses
the program or endangers the health of beneficiaries, although pay-
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ment for past or current claims may be withheld on an individual basis
where the services are not reasonable or necessary for treatment of
illness or injury or where the supplier fails to provide the necessarypayment information.

The committee believes it important to protect the medicare, medic-
aid, and maternal and child health programs and their beneficiaries
from those suppliers of services who have made a practice of furnish-
ing inferior or harmful supplies or services, engaging in fraudulent
activities, or consistently overcharging for their services. Such pro-
tection is not now provided under the law. For example, if a physician
is found guilty of fraud in connection with the furnishing of services
to a medicare beneficiary. there is no authority under present law to
bar payment on his subsequent claims so long as the physician remains
legally authorized to practice. States can, and some do, bar from medic-
aid providers who abuse the program, but they are not now required to
do so.

The committee approves the House provision under which the
Secretary would be given authority to terminate or suspend pay-
ments under the medicare program for services rendered by any
supplier of health and medical services found to be guilty of program
abuses. The Secretary would make the names of such persons or orga-
nizations public so that beneficiaries would be hinformed about which
suppliers cannot participate in the program. The situations for which
termination of payment could be made include overcharging, furnish-
ing excessive, inferior, or harmful services, or making a false state-
ment to obtain payment. Also, there would be no Federal financial
participation in any expenditure under the medicaid and maternal
and child health programs by the State with respect to services fur-
nished by a supplier to whom the Secretary would not make medicare
payments under this provision of the bill.

Program review teams would be established in each State by the Sec-
retary, following consultation with groups representing consumers of
health services, State and local professional societies, and the appro-
priate intermediaries and carriers utilized in the administration of
title XVIII benefits. Both the professional and the nonprofessional
members of the program review teams would be responsible for review-
ing and reporting on statistical data on program utilization (which
the Secretary would periodically provide). Professional members of
the program review team would not be responsible for reviewing cases
involving overcharging. Only the professional members of the program
review teams would review cases involving the furnishing of excessive,
inferior, or harmf ul services in order to assure that only professionals
will review other professionals under this provision.

It is not expected that any ]arge number of suppliers of health serv-
ices will be suspended from the medicare program because of abuse.
However, the existence of the authority and its use in even a relative-
ly few cases is expected to provide a substantitl deterrent.

Any person or organization dissatisfied with the Secretary's deci-
sion to terminate payments would be entitled to a hearing by the
Secretary and to indicial review of the Secretary's final decision.

It is not intended that this nrovision would in any way change the
Secretary's present right to withhold payment where necessary pay-
ment information is not provided. Nor would the supplier of services
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be entitled to a hearing or judicial review with respect to payments
withheld under such existing authority.

The provisions relating to title XVIII would be effective with re-
spect to determinations made by the Secretary after enactment of
the bill. The provisions relating to titles V and XIX would be ef-
fective with respect to items or services furnished on or after July 1,
1971.

ELIMINATION OF REQUIREMENT THAT STATES MOVE TOWARD COM-
PREHENSIVE MEDICAID PROGRAMS

(Sec. 228 of the bill)

Section 1903(e) of the medicaid statute requires that each State
make "a satisfactory showing that it is making efforts in the direction
of broadening the scope of the care and services made available under
the plan and in the direction of liberalizing the eligibility requirements
for medical assistance." Under an amendment adopted by the Con-
gress in 1969 (Public Law 91—36), the operation of this provision was
suspended for two years, until July 1, 1971, and the date by which
the States were to have comprehensive medicaid programs (applying
to everyone who meets their eligibility standards with respect to in-
come and resources) was changed from 1975 to 1977.

The committee has been concerned with the burden of the medicaid
program on State finances. For example, one State recently cut back
on money going to medical schools in order to finance unexpected
increases in the cost of medicaid. There is evidence that some States
have moved more rapidly in the direction of expanding their medicaid
programs, and consequently increasing their costs, because of the
influence of section 1903(e).

The committee agrees with the action of the House which removes
section 1903(e) from the act. When the operations of the State medic-
aid programs have been substantially improved and there is assurance
that program extensions will not merely result in more medical costs
inflation, the question of expansion of the program could then be
reconsidered.

DETERMINATION OF REASONABLE Cosr OF INPATIENT HOSPITAL
SERVICES UNDER MEDICAID AND MATERNAL AND CHILD HEALTH
PROGRAMS

(Sec. 229 of the bill)

Under present law, as defined in regulations issued by the Secretary,
States are required to reimburse hospitals for inpatient care under
medicaid on the basis of the reasonable cost formula set forth in medi-
care. Several States have objected to this requirement, asserting that
use of the medicare formula for medicaid reimbursement can result in
their paying more than the actual cost of providing inpatient care to
those eligible for medicaid. There is nothing in the legislative history
which requires that reasonable costs should be defined precisely the
same way for both programs and there are reasons why they should not,
such as the differing characteristics of the two populations served.

The Committee on Finance approves the provision of the House
bill which retains the intent of the original provision— to avoid having
hospitals or their private patients subsidize inpatient care for the poor—
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by providing for payment of actual and direct costs of inpatient care
for medicaid eligibles. The bill would allow the States to develop their
own methods and standards for reimbursement thereby giving them
flexibility in working out satisfactory payment arrangements with
their hospitals. The Secretary could disapprove a State's plan if it is
shown to his satisfaction that the method developed by the State
would not pay the actual and direct cost of providing care to medicaid
eligibles. Reimbursement by the States would in no case exceed
reasonable cost reimbursement as provided for under medicare.

The bill would apply the same determination of reasonable costs to
maternal and child health programs. The provisions would be effective
July 1, 1971, or earlier if the State plan so provides.

AMOUNT OF PAYMENTS WHERE CUSTOMARY CHARGES FOR SERVICES
FURNISHED ARE LESS THAN REASONABLE COST

(Sec. 230 of the bill)

Under present law, reimbursement under the medicare program
is based on the reasonable costs incurred by providers of services (but
only for inpatient hospital services under medicaid and the maternal
and child health programs) in providing services to individuals
covered by these programs. This results, in some cases, in these pro-
grams paying higher amounts for services received by covered in-
dividuals than such individuals would be charged if they were not
covered by these programs, because, in some cases, a provider's cus-
tomary charges to the general public are set at a level which does not
reflect the provider's full costs.

The committee agrees with the House that it is inequitable for the
medicare, medicaid, and the child health programs to pay more for
services than the provider charges to the general public. To the extent
that a provider's costs are not reflected in charges to the public gen-
erally, such costs are expected to be met from income other than reve-
nues from patient care—for example, from endowment or investment
income. The bill would provide, theref ore, that reimbursement for serv-
ices under the medicare, medicaid, and child health programs could
not exceed the lesser of the reasonable cost of such services as deter.
mined under section 1861(v) of the Social Security Act, or the cus-
tomary charges to the general public for such services.

However, the committee believes that it would be undesirable to
apply this provision in the case of services furnished by public pro-
viders of services free of charge or at a nominal fee. The bill would
provide, therefore, that where services are furnished by a public pro-
vider of services free of charge or at a nominal charge, the Secretary
shall specify by regulation reimbursement based on t.hose elements of
costs generally allowed in the determination of reasonable cost that
he finds will result in fair compensation for such services. In such
cases fair compensation for a service could not exceed, but could be
less than, the amount that would be paid under present law.

The committee recognizes that. a provider's charges may be lower
than its costs in a given period as a result of miscalculation or special
circumstances of limited duration, and it is not intended that. provid-
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ers should be penalized by such short-range discrepancies between
costs and charges. Nor does the committee want to introduce any in-
centive for providers to set charges for the general public at a level
substantially higher than estimated costs merely to avoid being penal-
ized by this provision. Thus, the committee recognizes the desirability
of permitting a provider that was reimbursed under the medicare,
medicaid and child health programs on the basis of charges in a fiscal
period to carry unreimbursed allow-able costs for that period forward
for perhaps two succeeding fiscal periods. Should charges exceed costs
in such succeeding fiscal periods, the unreimbursed allowable costs
carried forward could be reimbursed to the provider along with cur-
rent allowable costs up to the limit of current charges.

The committee intends that. for purposes of administering this
provision, "customary charges" shall mean (1) the charges listed in
an established charge schedule (if the institution has only a single
set of charges applied to all patients), or (2) the most frequent or
typical charges imposed (if the institution uses more than one charge
for a single service). 1-Tow-ever, in order to be considered to be the
"customary charge," a charge would have to be one that was actually
collected from a substantial number of individuals. A charge set up
in name only, perhaps primarily to avoid the effect of this provlsioii,
is not intended to determine medicare reimbursement.

The provisions relating to medicare would be effective with respect
to services furnished hospitals and extended care facilities in account-
ing periods beginning after June 30, 1971, and w-itli respect to services
furnished by home health agencies in accounting periods beginning
after ,June 30, 1971. Provisions relating to the medicaid and maternal
and child health programs would be effective for accounting periods
beginning after ,June 30, 1971.

PAYMENTS TO STATES UNDER MEDICAID PROGRAMS FOR INSTALLATION
AND OPERATION OF CLAIMS PROCESSING AND INFORMATION RE-
TRIEVAL SYSTEMS

(Sec. 232 of the bill)

Under present law, States are required to use methods of adminstra-
tion deemed necessary by the Secretary for efficient operation of
the program. Federal matching is now set at 50 percent for admin-
istrative costs and 75 percent for compensation of professional medical
personnel. Despite this requirement, many States do not have effective
claims administration or well-designed information storage and re-
trieval systems; nor do they possess the financial and technical
resources to develop them if required to do so by the Secretary.

The committee approves the provision of the House bill which
proposes to aid the States in meeting their responsibilities by
authorizing 90 percent Federal matching for the cost necessary to the
State for it to design, develop, and install mechanized claims processmg
and information retrieval systems for its own use deemed necessary by
the Secretary. The Federal Government acknowledges the obligation
to provide technical assistance, including the development of model
systems, to each State operating a medicaid program. It is expected that
this financial and technical support will aid the States in realizing effi-
cient and effective administration of t.he program, and that it will
reduce program costs.
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Your committee also recognizes the importance of this activity by
providing Federal matching funds at the 75 percent rate for the opera-
tion (including contract operation) of a system approved by the
Secretary.

States would not be eligib]e to receive this increased Federal sup-
port until they have developed the capacity to provide basic informa-
tion to recipients on services paid for by the program, including
the names of the providers, the dates on which services were furnished,
and the amount of payment made. Experience with the medicare pro-
gram indicates that beneficiary complaints about discrepancies be-
tween the "explanation of benefits" form they receive, and the care
actually provided, has been the largest single source of information on
possible abuse and fraud. It is appropriate to combine the require-
ment that States provide such explanations with the increased Federal
matching which would support such an activity. Savings resulting from
increased administrative efficiency would more than offset the costs of
this provision.

This provision of the bill would be effective July 1, 1971.

PROHIBITION AGAINST REASSIGNMENT OF CLAIMS TO BENEFITS

(Sec. 234 of the bill)

Under present law, payment for services furnished by a physician
or other person under the supplementary medical insurance program
is made: (1) to the beneficiary on the basis of an itemized bill, or
(2) to the physician or other person who provided the services on the
basis of an assignment under the terms of which the reasonable charge
is the full charge for the service. Present law also provides that pay-
ment for such services under the medicaid program is made to the
physician or other person providing the services. The law is silent
with respect to reassignment by physicians or others who provide
services of their right to receive payment under these programs. The
Department of HEW makes such reassigned payments under medi-
care without specific legislative authority.

Experience with this practice under these programs show's that some
physicians and other persons providing services reassign their rights
to other organizations or groups under conditions whereby the orga-
nization or group submits claims and receives payment in its own name.
Such reassignments have been a source of incorrect and inflated claims
for services and have created administrative problems with respect
to determinations of reasonable charges and recovery of overpayments.
Fraudulent operations of collection agencies have been identified in
medicaid. Substantial overpayments to many such organizations have
been identified in the medicare program, one involving over a million
dollars.

The committee agrees with, but has made technical changes in, the
provision in the House bill which seeks to overcome these difficulties by
prohibiting payment for a service w'here the request for payment is
made pursuant to an assignment to anyone other than the physician
or other person who furnishes the service, except that the committee
has provided that payment may be made, under conditions to be
prescribed by the Secretary, to the employer of the physician or other
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person if he is required as a condition of his employment to turn over
his fees to his employer, or to a facility which is the sole organization
which has the right to charge for the service.

The committee's bill would not preclude a physician or other person
who provided the services and accepted an assigument from having
the payinelit mailed to anyone or any organization he wishes, but the
paymeilt would be to him in his name.

This provision as it applies to medicare would be effective with
respect to bills submitted and requests for payment made on or after
March 1, 1971. For medicaid the provision would be effective July 1,
1971, or earlier if the State plan so provides.

UTILIZATION REVIEW REQUIREMENTS FOR HOSPITALS AND SKILLED
NURSING HOMES UNDEP I\4EDICAID AND MATERNAL AND CHILD
HEALTH PROGRAMS

(Sec. 235 of the bill)

Under present medicare law, each hospital and extended care
facility is requiied to have a utilization review committee to review
all long-stay cases as well as review, on a sample or other basis, ad-
missions, durations of stay and professional services. The reasons for
requiring hospitals and extended care facilities to have utilization re-
view committees for medicare cases apply with equal folce to review
of medicaid cases, but there is now no such requirement in the medic-
aid law.

The Committee on Finance approves the House provision which
would require hospitals and skilled nursing homes partici)ating in the
medicaid or maternal and child health program to have cases reviewed
by the same utilization review committee already reviewing medicare
eases or, if one does not exist, by a committee which meets the stand-
ards established under medicare. It is not intended that where medic-
aid requires more stringent or comprehensive utilization review than
does medicare, such requirements be reduced by virtue of operation of
this section. States could, if they wish, impose more stringent require-
ments; e.g., they might request that the committee review medicaid
patient stays earlier than medicare cases since the medicaid population
is generally younger than that covered under medicare.

This provision would be effective July 1, 1971.

ELIMINATION OF REQUIREMENT THAT COST-SHARING CHARGES
IMPOSED ON INDIVIDUALS OTHER THAN CASH RECIPIENTS UNDER
MEDICAID BE RELATED TO THEIR INCOMES

(Sec. 236 of the bill)
Under present law, a State cannot impose deductibles or

other cost-sharing devices on cash assistance recipients. In addition,
while deductibles or copayments can be imposed with respect to the
medically indigent, they must be "reasonably related to the recipient's
income and resources."

The Committee on Finance agrees with the House bill which would
remove the restriction relating to the medically indigent in order to
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allow States to explore the cost advantages that may result from the
direct savings and possible decrease in utilization that cost-sharing
devices of a specified amount for all the medically indigent might
create. Even a small charge gives the recipient a sense of participation
and can reduce any tendency toward excessive use of services.
Experience with many programs covering prescription drugs has
shown that a modest copayment can control excessive utilization. The
committee believes that States should have the option of introducing
copayment provisions for the purpose of reducing the overutilization
of services.

It would be expected that States would impose flat deductibles or
copayments primarily with respect to these items of health care or
services which are provided in large part at the initiative of the patient.
States would be permitted to have such a copayment for such services
for all of its medically indigent.

The ban on use of deductibles or copayments for cash assistance
recipients would be retained.

This provision would be effective January 1, 1971.

NOTIFICATION OF UNNECESSARY ADMISSION TO A HOSPITAL OR
EXTENDED CARE FACILITY UNDER MEDICARE PROGRAM

(Sec. 237 of the bill)

Under present law, the utilization review committee required to
function in each hospital and extended care facility must review all
long-stay cases and at least a sample of admissions. When in the re-
view of a long-stay case the utilization review committee determines
that further stay in the institution is not medically necessary, the com-
mittee is required to notify promptly the physician, the patient, and
the institution of its finding. No medicare payment is made for any
services furnished after the third day following such notification.

The committee approves the provision in the House bill which
would require a similar notification, and a similar payment cut-off
after 3 days, to be made where the utilization review committee in
its sample or other review of admissions finds a case where hospi-
talization or extended care is no longer necessary (or never was
necessary). Thus, the committee's bill would remove the anomaly of
continuing payment in a case where the utilization review committee
determined in the course of sample or other review that admission to
the institution or further stay was not necessary and would make
parallel the treatment accorded long-stay cases and cases reviewed
on a sample basis.

This provision would be effective with respect to services furnished
after the second month following enactment of the bill.

USE OF STATE HEALTH OR OTHER APPROPRIATE MEDICAL AGENCY To
PERFORM CERTAIN FUNCTIONS UNDER MEDICAID AND MATERNAL AND
CHILD HEALTH PROGRAMS

(Sec. 238 of the bill)
Under present law, one State agency may have the responsibility

for certifying health facilities for participation in the medicare pro-
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gram and another agency for certifying health facilities for partici-
pation in medicaid and maternal and child health programs. The com-
mittee believes that this duplication of effort in the verification of and
in the establishment and maintenance of health standards is unneces-
sary and inefficient. The committee's bill would require the State
to provide that the same agency shall perform these functions for med-
icare, medicaid, and the maternal and child health programs. The
House bill spedified "State health agency" as the responsible State
body. However, in some States—such as Louisiana—another agency
performs the certification function for medicare. The committee has
therefore included a technical amendment to authorize use of the
appropriate State medical agency rather than limiting the designation
to "State health agency."

The Committee on Finance also believes that the effectiveness and
economy of the medicaid program would be enhanced through de-
velopment of capability in each State to perform utilization reviews,
to establish standards relating to the quality of health care furnished
to medicaid recipients, and to review the quality of the services pro-
vided. Activities such as these would provide information on the
under- or over-utilization of resources and the quality and appropri-
ateness of care.

To encourage the development of the capabilities upon which these
improvements would be based, the committee bill provides that Fed-
eral participation in medicaid payments be contingent upon the estab
lishment of a plan, acceptable to the Secretary, for utilization review,
the establishment of standards relating to the quality of care fur-
nished to medicaid recipients, and review of the quality of services
provided. Federal matching at the 75-percent rate is now available for
the costs of the health professionals and their supporting staff found
necessary in carrying out such functions.

This provision would be effective July 1, 1971.

COVERAGE PRIOR TO APPLICATION FOR MEDICAID

(Sec. 251 of the bill)
Under present law a State may, at its own option, cover the cost of

health care provided to an otherwise qualified recipient for the three
months prior to his application for medicaid. Thirty-one States have
elected to provide this coverage, thereby protecting persons who are
eligible for medicaid but do not apply for assistance until after they
have received care, either because they did not know about the medic-
aid eligibility requirements or because the sudden nature of their
illness prevented their applying.

The committee agrees with the Committee on Ways and Means and
believes that such coverage is reasonable and desirable and recommends
that the States be required to provide protection for that 3-month
period. Therefore, the committee's bill requires all States to provide
coverage for care and services furnished in or after the third month
prior to application for those individuals who were otherwise eligible
when the services were received.

This provision would be effective July 1, 1971.

52—i49 O—70---——-8
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HOSPITAL ADMISSIONS FOR DENTAL SERVICES UNDER THE MEDICARE
PROGRAM

(Sec. 252 of the bill)

Under present medicare procedures, when a patient is hospitalized
in connection with the performaiice of noncovered dental procedures,
payment may be made for inpatient hospital services if the patient
has other impairments so severe that hospitalization is necessary. In
some cases, intermediaries require that a physician certify to the
medical necessity of dental admissions, since hospitalization is or-
dinarily not necessary for the provision of dental services. Where
such a certification is required, the dentist who will be performing the
dental procedures must arrange for a physician to make the necessary
certification.

The committee approves the provision in the House bill which
would authorize the dentist who is caring for the patient to make the
determination of the necessity for inpatient hospital admission for
dental services without requiring a corroborating certification by a
physician. The committee believes that in these kinds of cases the
dentist is in a better I)osition to make the necessary evaluation of the
patient's condition and probable reaction to dental surgery than is a
physician who may not be familiar either with the patient or the nature
of the dental procedures to be. performed.

This provision would be effective with respect to admissions occur-
ring after the second month following enactment of the bill.

EXEMPTION OF CHRISTIAN SCIENCE SANATORIUMS FROM CERTAIN
NURSING HOME REQUIREMENTS UNDER MEDICAID

(Sec. 253 of the bill)

Under present law, Christian Science sanatoriums are permitted to
participate in the medicaid program as skilled nursing homes, and as
such, are required to meet the general requirements established for
skilled nursing homes.

The committee agrees with the House that Christian Science
sanatoriums which do not actually provide medical care, should not
be required to have a skilled nursing home administrator licensed by
the State, to maintain an organized nursing service under the direction
of a registered nurse, to maintain detailed medical records, or to have
diagnostic and other service arrangements with general hospitals. The
bill would, therefore, exempt Christian Science sanatoriums from the
requirements for a licensed nursing home administrator and other in-
appropriate requirements of the medicaid program. Such sanatoriums
will be expected to continue to meet all applicable safety standards.

This provision would be effective upon enactment.

EXTENSION OF GRACE PERIOD FOR TERMINATION OF SUPPLEMENTARY
MEDICAL INSURANCE COVERAGE WHERE FAILURE To PAY PRE-
MIUMS Is DUE TO GOOD CAUSE

(Sec. 255 of the bill)

Under present law, an individual's coverage under the supple-
mentary medical insurance part of medicare is terminated for non-
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payment of premiums. The termination is effective on a date
determined under regulations which may be established so as to
provide a grace period (not in excess of 90 days) during which overdue
premiums may be paid and coverage continued.

Several types of cases have arisen in which termination of an indi-
vidual's supplementary medical insurance protection for failure to
pay all premiums due within 90 days is clearly inequitable. For exam-
ple, there have been cases where for reasons of physical or mental in-
capacity the enrollee was unable to make the premium payment within
the allowed time limit and there was no one acting on his behalf to
protect his interests. In other cases, coverage has been terminated be-
cause the enrollee mistakenly believed that payment had been made
when actually it had not.

The Committee on Finance approves the provision in the House bill
which would extend the 90-day grace period for an additional 90 days
where the Secretary finds that there was good cause for failure to pay
the premium before the expiration of the initial 90-day grace period.

This provision would apply to such cases of nonpayment of premi-
ums due within the 90-day period preceding the date of enactment.

EXTENSION OF TIME FOR FILING CLAIM FOR SUPPLEMENTARY MEDICAL
INSURANCE BENEFITS WHERE DELAY Is DUE TO ADMINISTRATIVE
ERROR

(Sec. 256 of the bill)

Under present law, a claim for benefits under the supplementary
medical insurance program must be filed by December 31 of the year
following the year in which the services were provided: (For this
purpose, services furnished in the last 3 months of a year are deemed
to have been furnished in the following year.) The present time
limit is adequate for the vast majority of supplementary medical
insurance claims. In some few cases, however, beneficiaries have
failed to file a timely claim due to a mistake or other action on the
part of the Government or one of its agents. For example, misinfor-
mation from an official source or delay in establishing supplementary
medical insurance entitlement has resulted in late filing of claims.

The committee agrees with the House provision which would
provide that where a claim under supplementary medical insurance
is not filed timely due to error of the Government or one of its agents,
the claim may nevertheless be honored if filed as soon as possible after
the facts in the case have been established. This provision would assure
that claimants would not be treated inequitably because of such an
error.

This amendment would apply with respect to bills submitted and
requests for payment made after March 1968.

WAIVER OF ENROLLMENT PERIOD REQUIREMENTS WHERE INDI-
VIDUAL'S RIGHTS WERE PREJUDICED BY ADMINISTRATIVE ERROR
OR INAcTIoN

(Sec. 257 of the bill)

Under present law, an individual can enroll in the supplementary
medical insurance program during his initial 7-month enrollment
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period, beginning with the third month before the month he attains age
65, or during any general enrollment period (during the first 3 months
of each year), which begins within 3 years after the end of his initial
enrollment period. (The committee's bill includes a provision which
would eliminate the 3-year limit on enrollment. That provision is
discussed immediately following discussion of this provision.)

There have been some relatively rare cases in which it has been dis-
covered that due to an action, inaction, or error on the part of the
Government an individual is in fact enrolled, or is in fact not enrolled,
under supplementary medical insurance when both the individual and
the Government had until then believed that the reverse was true. Such
cases include instances where an individual filed an enrollment request
timely 2, 3, or more years ago, but it was inadvertently misfiled, and
never acted upon. When the request is discovered, the individual, who
did not know he had supplementary medical insui ance coverage is pre-
sented with a substantial bill for premiums; or if he is a beneficiary, he
may find that his benefit check is reduced or withheld altogether to pay
premiums for supplementary medical insurance coverage which he
never knew he had. Another type of case involves the person who
enrolled in good faith and was allowed medical insurance on the basis
of evidence showing that he had attained age 65; several years later
new evidence is discovered which shows he was only age 64 at the time
of enrollment—that is, new evidence shows that he was not eligible to
enroll when he did. In such situations the Government is forced to
disallow the supplementary medical insurance coverage, refund all
premiums received, recover any supplementary medical insurance ben-
efits paid, and notify the person that if he wishes supplementary med-
ical insurance coverage he may enroll in the next general enrollment
period. Although these cases are rare, they can cause considerable
hardship and distress to the individuals involved, and present law
permits no relief to be given.

The committee shares the belief of the Committee on Ways and
Means that where an individual's enrollment rights under supple
mentary medical insurance has been prejudiced because of the action,
inaction or error on the part of the Government, he should not be
penalized or caused hardship. The bill, therefore, authorizes the Sec-
retary to provide such equitable relief as may be necessary to correct
or eliminate the effects of these situations, includng (but not limited
to) the establishment of a special initial or subsequent enrollment
period, with a coverage period determined on the basis thereof and
with appropriate adjustments of premiums.

This provision would apply to all cases which have arisen since the
beginning of the program but it is not contemplated that the admin-
istration be required to conduct an extensive search for cases which
arose prior to enactment.

ELIMINATION OF PROVISIONS PREVENTING ENROLLMENT IN SUPPLE-
MENTARY MEDICAL INSURANCE PROGRAM MORE THAN 3 YEARS
AFTER FIRST OPPORTUNITY

(Sec. 258 of the bill)

Under present law, an individual can enroll for the first time in
the supplementary medical insurance program during his initial
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7-month enrollment period, beginning with the third month before
the month he attains age 65, or during any general enrollment period
(during the first 3 months of each year) which begins within 3 years
after the end of his initial enrollment period. A person whose en-
rollment has terminated may not enroll for the second time in sup-
plementary medical insurance unless he does so in a general enrollment
period which begins within 3 years after the effective date of such
termination. An individual may reenroll only once.

The 3-year enrollment limit was included in the law (as are other
limitations on enrollment in the supplementary medical insurance pro-
gram) in the interest of avoiding antiselection in case the enrollment
under the program was not a very substantial proportion of people
eligible to enroll. For example, substantial numbers of people who are
relatively healthy might delay enrollment until they are well past age
65 and have become sick, at which point they would enroll and receive
substantial benefits without having paid much in premiums. However,
since there is now a 95-percent rate of participation in the program and
since the vast majority of enrollees enroll at the earliest possible time,
there would seem to be no reason to retain the 3-year limit on enroll-
ment. Further, present law provides that premiums for late enrollees
are increased 10 percent for each full 12 months elapsed between the
time they could have enrolled and actually do enroll and this provision
would be retained. Such late-enrollment charges serve to prevent
antiselection and to meet the higher costs associated with those who
enroll at older ages.

The committee approves the provision in the House bill which
would eliminate the 3-year limit with respect to both initial enrollment
and reenroliment after an initial termination. Enrollment periods
would remain as presently defined and the restriction limiting indi-
viduals who terminate enrollment to reenroll only once would be
retained.

This provision would apply to all requests for enrollment ified after
enactment of the bill.

WAIVER OF RECOVERY OF INCORRECT PAYMENTS FROM SURVIVOR WHO

Is WITHOUT FAULT

(Ses. 259 of the bill)

Under present law, an individual to whom (or on behalf of whom)
a medicare overpayment is made is subjected to recovery action with re-
spect to such overpayment, except that the recovery action may be
waived if the individual is without fault and if recovery would de-
feat the purposes of the cash social security title (title II) of the
Social Security Act or would be against equity and good conscience. If
such individual dies, recovery action is initiated as necessary from any
other individual who is receiving cash social security benefits on the
same earnings record as the decreased overpaid beneficiary. In the lat-
ter situation, however, waiver of recovery action is not permitted even
though the surviving beneficiary—a widow, for example—is without
fault with respect to the overpayment.

The Social Security Amendments of 1967 included a. provision which
permitted recovery to be waived in the case of cash benefits if the mdi-
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vidual from whom recovery is being considered is without fault, even
though the overpaid individual was at fault. However, the comparable
change with respect to medicare overpayments was not made. As a
result, there are situations in which, for example, an overpayment
made to a deceased beneficiary is the responsibility of his widow even
though she was without fault in causing the overpayment, whereas if
the overpayment had been made to or on behalf of the widow herself,
the waiver provision would apply if she were not at fault:

The committee's bill would rectify this anomaly by permitting any
individual who is liable for repayment of a medicare overpayment to
qualify for waiver of recovery of the overpaid amount if he is without
fault and if such recovery would defeat the purposes of title II or
would be against equity and good conscience.

The provision would be effective upon enactment for overpayments
outstanding at that time.

REQUIREMENT OF MINIMrTM AMOTLJNT OF CLAIM To ESTABLISH EN-
TITLEMENT TO HEARING UNDER SUPPLEMENTARY MEDICAL INSUR-
ANCE PROGRAM

(Sec. 260 of the bill)

Under present law, people enrolled in the supplementary medical
insurance program are assured an opportunity for a fair hearing by
the carrier when requests for payment under supplementary medical
insurance are denied or are not acted upon with reasonable prompt-
ness, or when the amount of the payment is in controversy, regardless
of the dollar amount at issue. Experience under the program indicates
that the holding of a full fair hearing is unwarranted in cases where
the amount in controversy is relatively small. Carriers have reported
cases involving $5 and $10 claims for which the cost of holding a fair
hearing has exceeded $100. Approximately 45 percent of the hearings
held since the beginning of the program have involved an amount
less than $100. Further, regulations require carriers to have a recon-
sideration review of all denied claims. Such review involves different
claims personnel than those who acted on the original claim and
should be sufficient protection in small claims cases.

The committee's bill would require that a minimum amount of $100
be at issue before an enrollee in the supplementary medical insurance
program will be granted a fair hearing by the carrier.

The provision would he effective with respect to hearings requested
after the enactment of the bill.

COLLECTION OF SUPPLEMENTARY MEDICAL INSURAN('E PREMIUMS
FROM INDIVIDUALS ENTITLED TO BOTH SOCIAL SECURITY AND
RAILROAD RETIREMENT BENEFITS

(Sec. 261 of the bill)

Under present law, the responsibility for collecting supplementary
medical insurance premiums for enrollees entitled to both railroad
retirement benefits and social security benefits is vested in either the
Social Security Administration or the Railroad Retirement Board,
depending upon the circumstances of entitlement at the time of enroll-
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ment. This arrangement requires an administrative procedure under
which persons so entitled can enroll in. the supplementary medical
insurance program with either agency. The result has been that some
individuals (because all the facts are not made known at the time of
enrollment) are enrolled twice and have two different identifying
numbers; others are enrolled by the Social Security Administration
and not enrolled by the Railroad Retirement Board, or vice versa, and
thus may have two medicare cards—one showing entitlement to bene-
fits under part A only and the other showing entitlement to benefits
under both parts A and B. Such discrepancies, even though ultimately
corrected, are a source of confusion to beneficiaries and a cause of
unnecessary administrative expense.

Also, the processing of medical insurance claims is established so as
to require that all claims submitted by or on behalf of railroad bene-
ficiaries be handled by a single carrier, presently the Travelers Insur-
ance Company. Because the account numbers assigned to railroad
beneficiaries who enroll with the Social Security Administration are
not identified as applying to railroad beneficiaries (because the bene-
ficiary does not make this known), many railroad beneficiary claims
are submitted to other carriers and require rerouting to Travelers In-
surance Company. This is expensive and a cause of delay in making
payments.

The committee agrees with the provision in the House bill which
provides that the Railroad Retirement Board shall be responsible
for collection of supplementary medical insurance premiums for all
enrollees who are entitled under that program. This change will elimi-
nate the confusion, payment delay, and administrative expense
deriving from the related provisions of present law.

This provision would be effective for premiums becoming due and
payable after June 30, 1971.

2. PROVISIONS OF THE HOUSE BILL WHICH WERE SUBSTANTIALLY
MODIFIED BY THE COMMIVFEE

LIMITATION ON FEDERAL PARTICIPATION FOR CAPITAL EXPENDITURES

(See. 221 of the bill)

Under title XVIII depreciation on buildings and equipment, and
interest on loans used to acquire them, are reimbursable as part of the
cost. of providing services to medicare beneficiaries. Such reimburse-
ment is paid without regard to whether the items were constructed or
purchased in conformity with any type of health facility planning re-
quirement. Similarly, reimbursement on a cost basis for inpatient
hospital services provided under titles V (maternal and child health)
and XIX (medicaid) of the Social Security Act includes a recognition
of certain capital costs without regard to conformance to planning
requirements.

There are few aspects of the health care system in the United States
which have been so thoroughly explored as the need for comprehensive
areawide planning for the development and utilization of all types of
health care facilities. But the acceptance of the purposes of State and
areawide health facility planning has not always been matched by pur-
poseful application of the incentives required to achieve the end result



116

of such planning. Thus, vhil a significant amount of Federal money
is currently being expended under the comprehensive health planning
provisions of the Public Health Service Act in the interest of further-
ing health facility planning at the State and local levels, Federal funds
are being expended for health services provided under medicare, medic-
aid, and the maternal and child health programs without regard to
whether the facilities providing the services are cooperating in such
health facility planning. The committee believes that the connection
between sound health facility )laniing and the prudent use of capital
funds must be recognized if any significant gains in controlling health
costs are to be made. Thus, the committee believes it is necessary to
assure that medicare, medicaid, and the maternal and child health
programs are consistent with State and local health facility planning
efforts, in order to avoid paying higl1er costs unnecessarily in the future
where these costs result from duplication or irrational growth of health
care facilities.

At present, efforts are being made on the Federal, State, and local
levels to assure that the need for the expansion and modernization of
health facilities is evaluated, coordinated, and planned on a rational
and controlled basis At the Federal level, comprehensive health plan-
fling legislation provides for Federal grants for the establishment and
funding of areawide and comprehensive State health care planning
agencies. Currently, all 50 States, the District of Columbia, and five
territories have State comprehensive health care planning agencies.
On the areawide level, 127 planning agencies are receiving Federal
grants: 36 of such agencies are operational. It is estimated that 140
areawide I)lanhiing agencies will be receiving grants by the end of
fiscal 1971 and that more than 70 of such agencies will be operational.

To avoid the use of Federal funds to support unjustified capital
expenditures and to support health facility and health services plan-
ning activities in the various States, the Committee on Finance ap-
proves, with changes concerning the inclusion of health maintenance
organizations and appeals procedures, the House provision which
would authorize the Secretary of Health, Education, and Welfare
to withhold or reduce reimbursement amounts to providers of serv-
ices under title XVIII and health maintenance organizations for depre-
ciation, interest, and, in the case of proprietary providers, a return on
equity capital, related to certain capital expenditures that are deter-
mined to be inconsistent with State or local health facility plans.
(Similar authority would be provided with respect to the Federal share
of payment for inpatient hospital care under titles V and XIX.) Capital
expenditures for the purposes of this provision include expenditures
(1) for plant and equipment in excess of $100,000; (2) which change
the bed capacity of the institution; or (3) which substantially change
the services provided by the institution. The Secretary would take
such action on the basis of findings and recommendations submitted
to him by various qualified planning agencies. If he determines,
however, after consultation with an appropriate national advisory
council, that a disallowance of capital expenses would be inconsistent
with effective organization and delivery of health services or effective
administration of titles V, XVIII, or XIX, he would be authorized to
allow such expenses.
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The Secretary would be authorized to enter into agreements with
the States under which designated planning agencies would submit
their findings and recommendations (along with those of other qual-
fled planning agencies) with respect to proposed capital expendi-
tures that are inconsistent with the plans developed by such agencies.
(All such health facility and health services planning agencies must
have governing bodies or advisory bodies at least half of whose mem-
bers represent consumer interests.) The committee has modified the
House provision so that an adverse decision by a State planning
agency may be appealed to an appropriate agency or individual at
the State level. The Secretary would be authorized to pay from the
Federal Hospital Insurance Trust Fund the reasonable costs incurred
by the planning agencies in preparing and forwarding findings and
recommendations. The bill would in no way change the autonomy or
authority of existing State or local planning agencies, or the relation-
ships between such agencies, either within States or across State lines.

It is not intended that any new planning agencies be established
where existing State and local agencies are available and capable of
assuming necessary responsibility. The stat.ewide agency may make
use of local agencies to assist it. Existing local planning agencies
should be utilized, however, only to the extent that they are broadly
representative of health care interests in the community. The Secre-
tary should assure himself that. a local planning agency selected to
make such recommendations to the statewide agency is broadly rep-
resentative of the interests of various types of health care and services
and that no single type of facility or service would control the plan-
ning and approval mechanism. Additionally, such local agencies should
employ or regularly utilize the services of personnel knowledgeable
in health care planning. It is expected that decisions to approve cap-
ital expenditures would be made only after thorough consideration
has been given to alternative health care resources already available
in the area or approved in a given community or medical service area,
including outpatient a.nd other alternative sources of care which may
lead to reduced needs for inpatient beds. The statewide agency with
overall responsibility should, wherever possible, be the Comprehensive
Health Planning Agency.

These limitations would be effective with respect to obligations for
capital expenditures incurred after June 30, 1971, or earlier, if re-
quested by the State.

REPORT ON PLAN FOR PROSPECTIVE REIMBURSEMENT; EXPERIMENTS
AND DEMONSTRATION PROJECTS To DEVELOP INCENTIVES FOR
ECONOMY IN THE PROVISION OF HEALTH SERVICES

(Sec. 222 of the bill)

Under present law, institutional providers furnishing covered
services to medicare beneficiaries are paid on the basis of the rea-
sonable cost of such services. Payment on this basis, with retro-
active corrective adjustments, is consistent with the long history of
public and private third party agency reimbursement for institutional
health care on a cost basis. However, as experience under the medicare,
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medicaid, maternal and child health, and other third party programs
has clearly demonstrated there is little incentive in cost reimbursement
as presently employed to contain costs or to produce the services in
the most efficient and effective manner.

The committee believes that payment determined on a prospective
basis offers the promise of encouraginginstitutional policymakers and
managers, through l)OSitive financial incentives, as well as the risk
of possible loss inherent in that method, to plan, innovate and gen-
erally to manage effectively in order to achieve greater financial reward
for the provider as well as a lower total cost to the programs involved.
Prospective reimbursement differs from the present method of reim-
bursement in that a rate of payment is set in advance of the period
over which the rate is to apply. The theory is that once the rate is set a
provider will institute cost saving measures which will maximize the
difference between its actual costs and the higher prospective rate.
This difference could be expressed as the "profit." Of course, if the
provider's costs turned out to be higher than the prospective rate,
there would be a loss. Theoretically, this approach to reimbursement
introduces incentives not present under the existing reimbursement
method which, since it tends to pay whatever the costs turn out to be,
provides no incentives for efficiency.

However, the committee is well aware that in considering such a
fundamental. change in the present reimbursement method, possible
disadvantages as well as the potential advantages must be taken into
account. While it is clear, for example, that prospective rate setting
will provide incentives for health care institutions to keep costs at a
level no higher than the rates set, it is not clear that the rates set would
result in government reimbursement at levels lower than, or even as
low as, that which would result under the present retroactive cost find-
ing approach. Providers could be expected to press for a rate that
would cover all the costs, including research costs and bad debts, as
well as margins of safety in the prospective rates that might result in
reimbursement—if their requests were met—in excess of the costs that
would have been reimbursed under the present approach. Moreover,
any excess of reimbursement over costs to voluntary providers would
probably be used to expand services, and the new level of expenditures
might be reflected in setting higher prospective rates for future years.

Also to be considered is the fact that under prospective reimburse-
ment it will be necessary to take steps to assure that providers do not
cut back on services necessary to quality care in order to keep actual
costs down and thus increase the difference between costs and the pro-
spective rate established. The development of adequate and widely-
agreed-upon measures of quality of care will clearly be needed to
provide that assurance and should be immediately developed by the
Department.

In view of the far-ranging implications of such a change in the
approach to reimbursement, the Committee on Finance agrees with
the House bill which provides for a period of experimentation under
titles XVIII, XIX and V with various alternative methods and
techniques of prospective reimbursement. It is the intent of the cOm-
mittee that experimentation be conducted with a view to developing
and evaluating methods and techniques that will stimulate providers
through positive financial incentives to use their facilities and personnel
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more efficiently, thereby reducing their own as well as program costs
while maintaining or enhancing the quality of the health care provided.

The experiments and demonstration projects directed to be carried
out under this provision are to be of sufficient scope and on a wide
enough scale to give assurance that the results would obtain generally
(but not so large or comprehensive as to commit the programs to
any prospective payment system either locally or nationally). No
experiment or demonstration project is to be undertaken by the
Secretary until he consults with and takes into consideration the advice
and recommendations of recognized specialists in the health care field
who are qualified and competent to evaluate the feasibility of any given
experiment or demonstration project.

Under the committee's bill, the Secretary would be required to sub-
mit to the Congress no later than Jauuary 1, 1973, a full report of the
results of the experiments and demonstration projects, as well as an
evaluation of the experience of other programs with respect to prospec-
tive reimbursement. The report is to include detailed recommendations
with respect to the specific methods that might be used in the full
implementation of a prospective reimbursement system.

Although recognizing the promise and potential offered by prospec-
tive reimbursement the committee does not wish to preclude experi-
mentation with other forms of reimbursement. The committee believes
that a solid foundation of experience is required with all possible
alternative forms of reimbursement before permanent changes can
be made. The bill therefore includes authorization for the Secretary
of Health, Education, and Welfare to engage in experiments and
demonstration projects involving negotiated rates, the use of rates
established by a State for administration of one or more of its laws
for payment or reimbursement to health facilities located in such
State, and alternative methods of reimbursement with respect to the
services of residents, interns, and supervisory physicians in teaching
settings. Authority is also provided to make payments, on an ex-
perimental or demonstration project basis, to organizations and in-
stitutions for services which are not currently covered under titles V,
XVIII, XIX, and which are incidental to services covered under the
programs, if the inclusion of the additional services would offer the
promise of program savings without any loss in the quality of care.

The committee has modified the House provision so as to make
clear that this authority with respect to experiments and demonstra-
tions also encompass community mental health centers and, as dis-
cussed below, certain ambnlatory health care facilities.

It is intended that benefit costs and administrative costs incurred
under this section would be paid out of the Federal Hospital Insurance
Trust Fund and the Federal Supplementary Medical Insurance Trust
Fund in reasonable proportion to the participation of medicare in the
project. Medicaid and private funds would also be used proportion-
ately when medicaid and private programs participate in the project.

The Secretary is to submit to the Committee on Ways and Means
and the Committee on Finance plans for each experiment or project,
authorized under these provisions, a description, in detail, of its
nature, methodology, and objectives. The intent is that there be an
opportunity for congressional study before the experiment or project
is put into operation.
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Recently, a new type of health care facility—the ambulatory surgi-
cal center—has come into existence. This type of facility is operated
independently of a hospital and is primarily engaged in performing
on an outpatient basis surgical procedures which usually involve
the use of general anesthesia.

Tinder the medicare law, reimbursement for services provided in
ambulatory surgical centers is limited to the reasonable charges for
physicians' services. No reimbursement is made for costs attached
to the facility itself——that is, cost of the operating room, the re-
covery room, or other space provided. The committee believes that
such facilities may meet a useful need, in economical fashion, in the
health care delivery system. However, the committee believes that it
is advisable to defer consideration of this type of facility as provider
of services under medicare until the concept of an ambulatory surgi-
cal center can be further evaluated. At present there is a lack of agree-
ment among professional people as to the feasibility and desirability
of these centers.

The committee added to the House bill a provision which would
authorize the Secretary to conduct a study of the various types of fa-
cilities engaged in providing surgical or other services to ambulatory
patients. If, as a result of this study, the Secretary finds that coverage
of presently noncovered services provided by one or niore types of
ambulatory surgical or health care centers offer promise of im-
proved care or more efficient delivery of care and would not result in
cost to the program in excess of what would otherwise be incurred for
sich services, he would be authorized to enter into an arrangement
with one or more of such facilities to conduct. a demonstration p1oject
to determine the l)est method of reimbursing such facilities under
medicare.

These provisions will he effective upon enactment of the bill.

LIMITATIONS ON COVERAGE OF COSTS UNDER THE MEDICARE PROGRAM

(Sec. 223 of the bill)

The committee is mindful of the fact that costs can and do vary
from one institution to another as a result of differences in size, in the
nature and scope of services provided, type of patient treated, thc
location of the institution and various other factors affecting the effi-
cient delivery of needed health services. The committee is also aware,
however, that costs can vary from one institution to another as a result
of variations in efficiency of operation, or the provision of amenities in
plush surroundings. The committee believes that it is undesirable
from the standpoint of those who support Government mechanisms
for financing health care to reimburse health care institutions for
costs that flow from gross inefficiency in operation or conditions of
excessive service.

To the extent that differences in provider costs can be expected to
result from such factors as the size of the institution, patient mix,
scope of services offered or other economic factors, wide, but not un-
limited recognition should be given to the variations in costs accepted
as reasonable. However, data frequently reveals wide variations in
costs among institutions that can only be attributable to those
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elements of cost that would ordinarily not be expected to vary
substantially from one institution to another.

In commenting on the wide variations in per diem direct expenses
for hospitals in New York City, J. Douglas Colman, president of the
Associated Hospital Service of New York, noted in a paper prepared
in connection with the National Conference on Medical Costs held on
June 27—28, 1967; that:

Some of the variations can be explained by varying charac-
teristics of the patient census, by location, by scope of serv-
ices offered, or by variations in the efficiency of physical
plant. But none of these, nor any combination of them,
satisfactorily account for the range of variation shown. For
example, the range for voluntary teaching hospitals in New
York City alone is from 38 percent above to 20 percent below
the median per diem cost for this group of hospitals. One
must conclude that at least a part of this variation reflects
variations in efficiency.

The data being cited by Mr. Colman indicated that direct costs of
"hotel" services (food and room costs) in hospitals in New York City
varied from $17 to $32 per patient day with a median of $23, but three
hospitals were at the level of $30 or more, more than 25 percent above
the median. Nursing service costs varied from $11 to $20 per patient
day with a median of $12 and the hospital with the highest nursing
costs had nursing costs almost $3 per day above the hospital with the
next highest nursing costs.

Where the high costs do in fact flow from the provision of services
in excess of or more expensive than generally considered necessary to
the efficient provision of appropriate patient care, patients may never-
theless desire such services. It is not the committee's view that if pa-
tients desire unusually expensive service they should be denied the
service. However, it is unreasonable for medicare or medicaid (which
are financed by almost all people in the country rather than the patient
or community that wants the expensive services) to pay for it.

Similarly, when the high costs flow from gross inefficiency in the de-
livery of needed health care services the institution should not be
shielded from the economic consequences of its inefficiency. (The com-
mittee modified the House provision so as to apply a test of "gross"
inefficiency rather than inefficiency.) Health care institutions, like
other entities in our economy, should be encouraged to perform
efficiently, and when they fail to do so should expect to suffer the
financial consequences. Unfortunately, a reimbursement mechanism
that responds to whatever costs a particular institution incurs presents
obstacles to the achievement of these objectives. It is believed that they
can only be accomplished by reimbursement mechanisms that limit
reimbursement to the costs that would be incurred by a reasonably
prudent and cost-conscious management.

Present law provides authority to disallow incurred costs that are
not reasonable. However, there are a number of problems that inhibit
effective exercise of this authority. The disallowance of costs that are
substantially out of line with those of comparable providers after such
costs have been incurred creates financial uncertainty for the provider,
since, as the system now operates, the provider has no way of knowing
until sometime after it incurs expenses whether or not they will be in
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line with expenses incurred by comparable providers in the same
period. Furthermore, present law generally limits exercise of the author-
ity to disallow costs to instances that can be specifically proved on a
case-by-case basis. Clear demonstration of the specific reason that a
cost is high is generally very difficult. And, since a provider cannot
charge a beneficiary more than the program's deductible and coinsur-
ance amounts for covered services, exercise of either type of authority
can leave the provider without reimbursement for some costs of items
or services it has already incurred for patients treated some time ago.
Under these circumstances the provider would have to obtain funds
from some other source to make up for its deficit.

The committee approves the House provision which would give
the Secretary new authority to set limits on costs recognized for
certain classes of providers in various service areas. This new au-
thority differs from existing authority in several ways and meets the
particular problems identified above. First, it would be exercised on
a prospective, rather than retrospective, basis so that the provider
would know in advance the limits to Government recognition of in-
curred costs and have the opportunity to act to avoid having costs
that are not reimbursable. Second, the evaluation of the costs neces-
sary in delivering covered services to beneficiaries would be exercised
on a class and a presumptive basis—relatively high costs that cannot
be justified by the provider as reasonable for the results obtained
would not be reimbursable—so that implementation of the proposed
authority would appear more feasible than present authority. Third,
since the limits would be defined in advance, provision would be made
for a provider to charge the beneficiary for the costs of items or
services in excess of or more expensive than those that are determined
to be necessary in the efficient delivery of needed health services.
Public notice would be provided where such charges are imposed by
the institution and the beneficiary would be specifically advised of the
nature and amount of such charges prior to admission so that there
is opportunity for the public, doctors, and their medicare patients to
know what additional payment would have to be made.

The committee is aware of the magnitude of the task this proposal
will impose on the Social Security Administration and on the other
components of the Department of Health, Education, and Welfare that
will be involved in implementing the authority it grants. Difficulties
may be encountered as a result of deficiencies in the adequacy and
timeliness of cost data and as a result of limitations in current meth-
odology for comparing costs of health care institutions, measuring
health care output and estimating the costs necessary to the efficient
delivery of health care. On the other hand, the committee does not
believe that the Congress should delay in enacting provisions con-
trolling escalation of hospital and other health care costs until perfect
methods of collecting and evaluating cost data are attained. What is
intended by the committee's proposal is that limits on recognition of
costs as reasonable under medicare, medicaid, and the child health
programs be put into effect to the extent presently feasible and that
these limits be refined and extended over time as developing cost data
and methodology permits.

The committee recognizes that the initial ceilings imposed will of
necessity be imprecise in defining the actual cost of efficiently deliver-
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ing needed health care. Further, the committee recognizes that these
provisions will apply to a relatively small number of institutions.
The data that is available for this purpose will often be less than
perfectly reliable—for example, it may be necessary to use unaudited
cost reports or survey or sampling techniques in estimating the costs
necessary to the efficient delivery of care. Under medicare's adminis-
trative system, however, cost reports prepared by the providers are
now being submitted more promptly after the close of the accounting
period and should be available for analysis in the next year and for
the establishment of limits in the second following year. Also, the
precision of the limits determined from these data will vary with the
degree to which excessive costs can be distinguished from the provision
of higher quality or intensity of care.

For costs that would not generally be expected to vary with essential
quality ingredients and intensity of medical care—for example, the
costs of the "hotel" services (food and room costs) provided by hos-
pitals—the Secretary might set limits sufficiently above the average
costs per patient day previously experienced by a class of hospitals
to make allowance for differing circumstances and short-term economic
fluctuations. Hotel services may be easiest to establish limits for and be
among the first for which work can be completed. Attention might be
given as well to laundry costs, medical record costs, and administration
costs within the reasonably near future.

Setting limits on overall costs per patient day and specific costs that
vary with the quality and intensity of care would be more difficult,
but the Secretary might be able to set reasonable limits sufficiently
above average costs per patient day previously experienced by a class
of institutions so that only cases with extraordinary expenses would
be subject to any limits. In addition, special limits could beestab-
lished on cost elements found subject to abuse. For example, the
Secretary might establish limits on the level of standby costs that
would be recognized as reasonable under the program to prevent Gov-
ernment programs from picking up the cost of excessive amounts of
idle capacity—particularly relatively high personnel costs in relation
to patient loads where occupancy rates are low—in reimbursing for
services to covered patients.

Providers would, of course, have the right to obtain reconsideration
of the classification for purposes of cost limits applied to them and to
obtain relief from the effect of the cost limits on the basis of evidence
of the need for such an exception.

Providers will be permitted to collect costs in excess of the medicare
ceilings from the beneficiary (except in the case of admission by a
physician who has a direct or indirect financial interest in a facility)
where these costs flow from items or services in excess of or more ex-
pensive than those necessary for the effective delivery of needed serv-
ices, provided all patients are so charged and the beneficiary is in-
formed of his liability in advance. Information on additional charges
assessed would also be made available generally in the community.

The determination of the cost of the excess items or services for
which the beneficiary may be charged will be determined on the basis
of costs previously experienced by the provider. For example, if costs
for food services experienced in 1969 among a group of hospitals in an
area ranged from $4 to $9 a day with a median cost of $5 a day and
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the limit for food services set by the Secretary for 1971 was $7.20
a day, the hospital previously experiencing costs of $9 a day could
charge patients $1.80 a day for food services. However, should total
reimbursement for covered services from the program plus charges
billed for such services exceed actual costs in any year, the excess will
be deducted from payments to the provider. Thus, the provider would
not profit from charges to beneficiaries based on excess costs in the
prior year.

In addition it should be noted that the fact that a provider's costs
are below the ceilings established under this provision will not exempt
it from application of the ceiling of customary charges where such
charges are less than cost under another provision in the committee
bill.

These provisions would be effective with respect to accounting peri-
ods beginning after June 30, 1971.

LIMITATIONS ON FEDERAL MEDICAID MATC1ING

(Sec. 225 of the bill)

The committee is concerned over the fact that there exists in
many areas of the country a substantial degree of overutilization
of institutional care. This has been repeatedly demonstrated by inves-
tigations of the General Accounting Office and in HEW Audit Agency
reports. Additionally, many States have not properly complied with
utilization review and independent medical audit requirements.

While Federal dollars should be used to match State medicaid
dollars for the coverage of necessary institutional services under title
XIX, those Federal dollars should not be used to pay for unnecessary
or inappropriate institutional services.

The House of Representatives shared this concern. In order to dis-
courage and prevent overutilization, the House bill provided for a
one-third cutback in Federal matching for patient stays which exceed
(a) 60 days in a general or TB hospital; (b) 90 days in a skilled nursing
home; and (c) 90 days in a mental hospital. In addition, there would be
no Federal matching after an additional 275 days of care in a mental
hospital during an individual's lifetime.

Despite general agreement with the objectives of the House bill
the committee believes that the approach of the House bill is inade-
quate because it fails to differentiate between those States which are
adequately controlling utilization and those which are not; thereby
unjustifiably penalizing some States.

Therefore, the committee substituted for the House provision an
amendment which would authorize the Secretary to reduce the Federal
matching percentage on a selective basis with respect to those States
where he finds overutilization, inadequate independent medical and
professional audits, inadequate utilization review procedures or other
inappropriate use of facilities (including intermediate care) or services.
To facilitate arrangements for necessary independent professional
and medical audits, the committee in another amendment authorizes
75 percent Federal matching toward the costs of professional personnel
involved, including those under contract. Present law limits the 75 per-
cent matching to professional personnel costs of employees of the State
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agency oniy. The committee bill would provide that percentage reduc-
tions would be made with respect to improperly or inadequately
monitored care or services and would be graded on a basis reasonably
related to the estimated extent of the increased program costs resulting
as a consequence of inadequate or improper controls on services. In
making these determinations, the Secretary would utilize audit reports,
estimates, statistical samples and other information available to him.

The committee believes that this approach would differentiate
between those States which are adequately controlling utilization and
those which are failing to meet this objective, and would not unfairly
penalize those States which have effectively established such controls.

The amendment would be effective upon enactment.

PAYMENT FOR SUPERVISORY PHYsIcIANs IN TEACHING HOSPITALS

(Sec. 226 of the bill)

A major problem in the administration of the medicare program haS

arisen concerning the payment, under part B, on a fee-for-service basis
for the services of "supervisory" physicians in teaching hospitals.
These payments are estimated to involve more than $100 million
annually. In general, such payments were not customary prior to
medicare and it was not intended that medicare cover noncustomary
charges.

The Comptroller-General of the United States shares the concern of
the committee. He has submitted several reports to the committee re-
lating to medicare payments for teaching physicians which document
and detail the dimension of the problem confronting medicare in this
area.

Teaching hospitals have a large number of "institutional" patients.
The services to institutional patients are often actually provided by
interns and residents. The salaries of these interns and residents are
recognized in full under part A of medicare as a hospital cost. Medicare
regulations (not the statute) offered teaching institutions and teaching
physicians an opportunity to obtain funds through billing the in-
stitutional patient as if he were a private patient. Medicare may,
when it also pays for the "supervisory" physician under part B, end
up actually paying for the same service twice—first when it pays the
salaries of the interns and residents who provide care and second,
when the teaching physician submits his bill. This demand on part B
funds results essentially in millions of aged people subsidizing medical
education through their part B premiums.

H.R. 17550 as passed by the House has a section on payment for
physicians' services in the teaching setting which attempts to deal
with this problem. The approach in the House bill is to define the
conditions under which fee for service will not be payable (basically
where nonmedicare patients are not required to pay a charge by a
teaching physician). Where a fee for service is not payable, the House
bill provides for reimbursement on an actual costs basis under part B.

The difficulty with the approach in the House bill is that it might
tend to encourage teaching hospitals and teaching physicians to
introduce or expand the practice of billing by teaching physicians of
nonmedicare patients on a fee-for-service basis.

52—149 O—70----—9



The Association for Hospital Medical Education (AHME) testified
in hearings before the oommittee that the services rendered to "insti-
tutional patients" have usually been rendered by residents and interns
in training under the general spervision of full- or part-time "super-
visory" physicians. The AHME further noted that there have been
instances where the care rendered by interns and residents to institu-
tional patients who are medicare beneficiaries has been reimbursed
under part A, and reimbursement for the same service has been sought
by the "supervisory physician under part B." The committee agrees
with their statement that this double reimbursement is unequivocally
wrong.

The recommendation concerning appropriate payment for teaching
services made by the Association for Hospital Medical Education
seems to provide a sounder basis for reasonable solution of this costly
problem than that provided under the House bill.

Accordingly the committee has approved and the Department of
HEW endorses an amendment providing that reimbursement for
services of teaching physicians to a nonprivate medicare patient should
be included under part A, on an actual cost or "equivalent cost" basis.
A mechanism for computing payment for services of supervisory
physicians on the unpaid voluntary medical staff of a hospital would
be developed on a reasonable "salary equivalency" basis of the average
salary for all full-time physicians (other than house staff) at the
hospital or, where such salaries do not provide a proper basis, at like
institutions in the area. The average salary equivalent, which would
be distilled into a single hourly rate covering all physicians regardless
of specialty, would be applied to the actual time contributed by the
teaching l)hysician in direct patient care or supervisory voluntary
service on a regularly scheduled basis to nonprivate patients. Such
services would be billed for by the organized medical staff of the
hospital and reimbursed to a fund designated by the organized med-
ical staff.

Medicare would pick up its proportionate share of such costs
on a basis comparable to the method by which reimbursement is
presently made for the services of interns and residents. The salary-
equivalent allowance would provide reasonable and not excessive
payments for such services. The payment represents compensation for
contributed medical staff time which would otherwise have to be ob-
tained through employed staff on a reimbursable basis. Such funds
would in general be made available on an appropriate legal basis to
the organized medical staff for their disposition for purposes such as
payment of stipends enhancing the hospital's capacity to attract
house staff or to upgrade or to add necessary facilities or services, the
support of continuing education programs in the hospital, and similar
charitable or educational purposes. Contributions to the hospital made
by the staff from such funds would not be recognized as a reimbursable
cost when expended by the hospital nor would depreciation expense be
allowed with respect to equipment or facilities donated to the hospital
by the staff.

There are also teaching physicians whose compensation is paid by
a medical school. With respect to reimbursement for their direct
or supervisory services for nonprivate medicare patients, payments
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should be made on the. basis of actual or salary-equivalent costs. The
funds so received may be assigned by such physicians to an appropriate
fund designated by the medical school for use in compensating teacher
physicians, or for educational purposes. Where States elect to com-
pensate for services of teaching or supervisory physicians under
medicaid, Federal matching should be limited to reimbursement not
in excess of that allowable under medicare.

Fee-for-service would continue to be payable for medicare bene-
ficiaries who are bona fide "private patients." This would ordinarily
be a patient who was seen by the physician in his office prior to
hospital admission; for whom he arranged admission to the hospital,
whose principal physicians' service were provided by him, who was
visited and treated by him during his hospital stay; who would
ordinaiily turn to him for followup care after discharge from the
hospital; and who is legally obligated to pay the charges billed,
including deductibles and coinsurance, and from whom collection of
such charges is routinely and regularly sought by the physician. Of
course, appropriate safeguards should be established to preclude
fee-for-service payment on the basis of pro forma or token compliance
with these private patient criteria.

The committee recognizes, however, that this concept of a private
patient is not a complete definition primarily because it does not
take account of the customary arrangements for reimbursing con-
sultants and specialists who are not serving as the patient's attending
physician, but who may provide a service to the patient for which
a fee-for-service payment is appropriate and for which services the
patient is legally obligated and which he expects to pay. For example,
where a general practitioner refers his patient to a surgeon for neces-
sary operative work and where the surgeon ordinarily charges and
collects from all referred patients for his services. Furthermore, in
some cases hospitals that normally do not bill for physician services
have special centers, such as a center for severely burned people, where
patients able to pay are regularly admitted and pay charges. It would
be intended that medicare follow the pattern of the private patient
in such centers.

The second exception to the cost-reimbursement coverage of teach-
ing physician services is intended to permit the continuation of fee-
for-service reimbursement for professional services provided to medi-
care patients in institutions which traditionally billed all patients (and
the majority of whom paid) on a fee or package charge basis for pro-
fessional services. This exception would apply if, for the years 1966,
1967, and each year thereafter for which part B charges are being
claimed: all of the institution's patients were regularly billed for pro-
fessional services; reasonable efforts were made to collect these billed
charges and a majority of all patients actually paid the charges in
whole or in part. The hospital would have to provide evidence that it
meets these tests for fee-for-service reimbursement before the pay-
ments could be made.

A hospital eligible for fee-for-service reimbursement on the basis of
the requirement described in the above exception could, if it chose,
elect to be reimbursed on a cost basis, as it could have been paid under
the original medicare law, if the election would be advantageous to the
program in that it might reduce billing difficulties and costs.



128

The committee expects that in any borderline or questionable areasconcerning whether reimbursement for the services of teaching physi-cians in a given institution or setting should be on a costs or chargesbasis, reimbursement would be on the basis of costs.
Unlike the House bill, the committee amendment calls for the cost-reimbursement payments for inpatient services to be made under partA of the program wherever the patient is eligible under part A. Toassure equitable payment and no loss to the hospital on services tomedicare patients where the cost reimbursement approach is applicable,cost-reimbursement payments would be made under part B where apart B enrollee is not insured under part A or where an insured inpa-tient has exhausted his part A hospitalization coverage.An important effect of these various coverage and co-pay l)rovisionswould be that, where the cost-reimbursement approach is applicable,reimbursenient for the physician's teaching activities and his relatedpatient care activities would always be provided under the same pro-visions of the law. This would greatly simplify the administration ofthe I)rogram by making it unnecessary to distinguish, as required bypresent law, between a physician's teaching activities and patient careactivities in submitting and paying bills. While the House bill wouldalso simplify administratioi it would still be necessary under that billto make such a (listinction for PurPoses of determining the respectiveliabilities of the part A and part B trust funds.

The committee also provides that the law be amended so that ahospital could include the actual reasonable costs which an affiliatedmedical school incurs in paying physicians to provide patient careservices to medicare patients in the hospital. The bill would alsopermit including in a hospital's reimbursable costs the reasonablecost to a medical school of providing services to the hospital which,if provided by the hospital, would have been covered as inpatient,hospital services or outpatient hospital services. The hospital wouldbe required to pay the reasonable cost of the services in question tothe institution that bore the cost.
The above provisions would become effective with respect to ac-counting l)eriods beginning on or after July 1, 1971.

INSTITUTIONAL PLANNING UNDER MEDICARE PROGRAM

(Sec. 231 of the bill)

Under present medicare law, there is no requirement for providers ofservices to develop fiscal plans such as operating and capital budgets.
However, the committee is aware of the fact that health care facilitieshave come under increasing criticism on the grounds that they fail tofollow sound business practices in their operations. The Advisory Com-mittee on Hospital Effectiveness, established by the Secretary ofHEW in its report stated, "K * * the fact must be faced that defi-ciencies in hospital management owe something, at least to inatten-tion, indifference, or lack of information on the part of some hospitalboards, and some trustees with the best intentions and energy havenot been adequately informed by administrations on what the func-tions of a hospital trustee, or a hospital should be." In recommending
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the requirement contained in the bill, the Secretary's committee
stated, "The requirement that detailed budgets and operating plans
be prepared annually as a condition of approval for participation in
Federal programs can be expected to disclose management inefficien-
cies in such health care institutions as a necessary first step toward
bringing about needed improvements. Especially, the committee
believes this requirement will compel the attention of many hospital
trustees to lapses in management that would not be permitted in
their own businesses."

The Committee on Finance agrees with the provision in the House
bill which would require, providers of services (including hospitals
accredited by the Joint Commission on Accreditation of Hospitals)
as a condition of participation under the medicare program, to have
a written overall plan and budget reflecting an operating budget and
a capital expenditures plan.

However, the committee has modified the House provision so that
the required annual operating budgets may be prepared by groupings
of cost or income rather than a detailed itemization for each type of
cost or income. The overall plan would be expected to contain infor-
mation outlining the services to be provided in the future, the esti-
mated costs of providing such services (including proposed capital
exl)enditures in excess of $100,000 for acquisition of land, buildings,
and equipment and replacement, modernization, and expansion of the
buildings and equipment), and the proposed methods of financing
such costs. It would have to be prepared under the direction of the
governing body of the institution, by a committee consisting of rep-
resenatives of that body, the administrative staff and the medical
staff. The plan would cover the immediately following year and the
immediately following 3-year accounting period and would be reviewed
and updated annually to assure that it is consistent with the budgetary
program of the provider.

The plan would not be reviewed for substance by the Government or
any of its agents. The purpose of the provision is to assure that such
institutions carry on budgeting and planning on their own. It is not
intended that the Government will play any role in that process.

The new condition of participation would have to be met with
respect to any provider of services for fiscal years of the provider
beginning after June 30, 1971.

ADVANCE APPROVAL OF EXTENDED CARE AND HOME HEALTH COVER-
AGE UNDER MEDICARE

(Sec. 233 of the bill)

Under present law, extended care benefits are payable only on behalf
of patients who, following a hospital stay of at least 3 consecutive
days, require skilled nursing care on a continuing basis for further
treatment of the condition which required hospitalization. The home
health benefit is payable on behalf of patients who need essentially
the same type of nursing care on an intermittent basis. Skilled nursing
care has generally been defined as the provision of identifiable skilled
nursing procedures, although some authorities have argued that this
definition does not adequately take into account the supervisory role
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of a skilled nurse under whose presence and supervision a relatively
unskilled person can participate in providing a skilled service. The
usual administrative process for determining eligibility for payment
involves retrospective review of the services actually furnished to the
patient.

The committee believes that in practice, the administration of
extended care and home health benefits has proved difficult and has
led to considerable dissatisfaction. The complexity of the extended-
care coverage determination, and the fact that it must often be made
retroactively, tends to create confusion regarding the type of care
which is reimbursable and may encourage 1)hySiciaflS to either delay
discharge from the hospital, where coverage is less likely to be ques-
tioned, or to recommend a less economical, though financially more
predictable, course of treatment. The aggregate effect is to reduce the
value of the extended care benefit as a continuation of hospital caie in
less intensive—and less expensive—setting as soon as it is medically
feasible for the patient to be discharged from the hospital. Patients
receiving care at home or who might be ready for discharge if sufficient
assistance weie available at home face a somewhat similar situation
with respect to home health benefits. The uncertainty of coverage of
services may impede effective discharge planning or the formulation
of a comprehensive health care plan for a homebound patient.

The House sought to alleviate the problem by including a provision
authorizing the Secretary to establish presumptive periods of coverage
according to diagnosis and other medical factors for patients admitted
to an extended care facility or started on a home health plan. While
this approach seeks to alleviate much of the administrative complexity
by focusing determinations on the totality of needs of certain categories
of patients, rather than evaluation of specific nursing procedures, it
introduces certain new administrative problems. The wide range of
illnesses common to the aged, as well as the frequent occurrence of
"combination diagnoses" makes specific categorization difficult.

The committee's bill, therefore, includes a provision designed to (1)
respond more effectively to the needs of beneficiaries, including those
for whom a short period of institutional care under continuing skilled
supervision is needed to restore self-sufficiency and (2) substantially
eliminate retroactive determinations. Under the committee's bill,
emphasis in determining coverage would be placed on advance evalu-
ation of the patient's need for a type of institutional care which re-
quires the continuing availability of skilled nursing and related skilled
services, in contrast to present law which requires continuing need
for skilled nursing and other related skilled services. In all cases, the
attending physician would be expected to certify the need for such
care and provide a plan of treatment to the extended care facility or
home health agency in advance of admission or start of care.

In lieu of predetermined periods of extended care coverage based on
diagnoses, the committee's bill encourages and anticipates, that to the
maximum extent feasible, preadmission evaluation and approval, on an
individual-case basis of the need for extended care. Such reviews could
be performed by the Professional Standards Review Organization,
hospital utilization review committee, or other appropriate group.
Unless disapproved in advance, coverage upon admission would con-
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tinue for the lesser of either the initially certified and approved period,
until notice of disapproval, or 10 days. The physician and facility
would be expected to forward supporting documentation for continued
coverage of patients usually at least 3 days prior to expiration of the
initially approved period or upon request of the review group. Where
certifications and evidence are provided on a timely basis, any sub-
sequent determination (for purposes only of determining medicare
payment liability) that the patieiit no longer requires covered care
would be effective beginning the third day after notification to the
facility, thus giving the patient and his physician an opportunity to
make other arrangements to meet the patient's needs.

Administration of the home health benefit would follow essentially
the same approach. Review of the proposed plan of treatment, prior
to its implementation, would be made wherever possible and could be
performed by a PSRO, the utilization review committee of the institu-
tion from which the patient is being discharged (for part A home health
benefits) or other qualified group. In the absence of a negative finding
or a specific limitation, payment would ordinarily be made for U to
10 visits before additional review of the patient's needs was required.
(The 10-visit limitation would apply on a calendar-year basis for part
B home health benefits.) Where evidence and certifications were sub-
mitted promptly, determinations that the patient no longer needs the
type of home care covered by medicare would be made prospectively.

As indicated, coverage of up to 10 home health visits would be
presumed for both part A and part B. Where the patient has 10 days of
coverage presumed for purposes of part A, he may not immediately
thereafter have a new presumed period begin under part B. However,
when a patient first has presumed coverage under part B and then
needs to go to the hospital, presumed part A visits following institu-
tionalization would be permissible (adding up to as many as 20 visits).
The fact that the patieit required hospitalization is an indicator of a
change in his condition that would not be present where the patient
merely switches from part A to part B coverage while remaining at
home.

This provision would be effective with respect to admissions to
extended care facilities, and home health plans initiated, after June 30,
1971.

PAYMENTS TO HEALTH MAINTENANCE ORGANIZATIONS

(Sec. 239 of the bill)

Under present law, organizations providing comprehensive health
services on a per capita prepayment basis cannot be reimbursed by
medicare through a single prospective capita.tion payment such as the
organizations normally charge for services covered under both the
hospital insurance and supplementary medical insurance parts of the
medicare program. Instead, medicare reimbursement to group prac-
tice prepayment plans, whether it is made on a cost or charge basis,
must be related, retrospectively, to the costs to the organization of
providing specific services to beneficiaries, so that some of the financial
incentives which such organizations may have in their regular non-
medicare business to keep costs low and to control utilization of serv-
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ices are not fully incorporated directly in their relationship with
medicare.

Of course, the committee believes that a proper sense of professional
responsibility also should obtain in patient care and should be of
greater significance than economic incentives in assuring appropriate
utilization of health care services.

Nonetheless, a disincentive to control of costs and utilization of
services which occurs to an extent in the present, usual approach to
payment for services in the health field, either by private patients, pri-
vate insurance, or the Government, is that, in effect, payment is
made to the provider for each individual service performed, so that
other things being equal, there is an economic incentive on the part
of those who make the decisions on which services are needed to pro-
vide more services_-services which may not be essential, and even
unnecessary services. Another area of concern is that, ordinarily, an
individual must largely find his own way among various types and
]e.vels of services with only partial help from a single hospital, a
nursing home, a home health agency, various specialists, and so on
in terms of referral to appropriate sources of care. The pattern of
operation of certain organizations (such as the Kaiser Health Care
Foundation and H.I.P.) which provide services on a per capita pre-
payment basis may lend itself to possible solution of both of these
Problems with respect to the care of individuals enrolled with them.
Because the organization receives a fixed annual payment from en-
rollees, regardless of the volume of services rendered, there is a finan-
cial incentive to the organization, by its administrative supervision and
review, to control costs and to provide only the least expensive service
appropriate to the enrollee's needs. The incentive to the organization
may be pasFeci on to the doctor by paying him on a salary basis and
providing a bonus or similar profit-sharing arrangements when costs
are kept low. Moreover, such existing organizations assume respon-
sibility for deciding on the services which the patient should receive.
On the other hand, there is also present in such systems an economic
incentive to provide less care than is necessary so as to reduce costs
and further maximize financial gain.

The committee believes it is desirable for medicare to relate itself
to prepayment 'health care organizations in a way which con-
forms more nearly to their usual way of doing 'business. The objective
is to reinforce, in the case of medicare beneficiaries, the financial incen-
tives—if professional incentives are insufficient—which health main-
tenance organizations have with respect to their other enrollees.

The health maintenance organization provision of the bill, strongly
endorsed and advocated by the Department, is intended to contribute
to reductions in the cost of health care delivery and to improve quality
of care under the medicare program. The committee is concerned
that, to the contrary, the health maintenance orgamzation provision
could turn out to be an additional area of potential abuse which might
have the effect of increasing health care costs—paying a larger profit
than is now or should be, paid to these organizations_and decreas-
ing the quality of service available or rendered.

However, if the safeguards the committee has added are properly
administered, it may be that the stated goals of the provision can be
achieved. In any event, this new program is unquestionably an area
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where the Office of the Inspector General (which would be estab-
lished under a committee amendment to the bill) can make a major
contribution toward assuring that health maintenance organizations
are operated consistent with principles of efficiency and economy and,
particularly, that they comply strictly with the statute and the legis-
lative intent of the Congress.

Accordingly, while it has reservations about the proposad, the com-
mittee has adopted, with certain tightening changes, the amendment
in the House bill under which medicare payment to a so-called Health
Maintenance Organization (HMO) with respect to beneficiaries en-
rolled with it could be made on a prospective per capita basis, en-
compassing services covered under both hospital insurance and sup-
plementary medical insurance. (Group practice prepayment plans
could, of course, choose to continue to be reimbursed under the pro-
visions of existing law if they wished.) The additions and modifica-
tions made by the committee reflect its desire to assure that health
maintenance organizations are afforded opportunity to demonstrate
their capacity to provide comprehensive care economically and effi-
ciently without endangering either the health interests of program
beneficiaries or the integrity of the trust funds.

Under the House bill, a prospective rate of payment would be
determined annually in accordance with regulations of the Secretary,
taking into account the organization's premiums with respect to non-
medicare enrollees (with appropriate actuarial adjustments to reflect
the difference in utilization patterns and other relevant factors between
those under 65 and those over 65). This payment would be no more
than 95 percent of the estimated amount (with appropriate adjust-
ments—such as age and morbidity differentials—to assure actuarial
equivalence) that would be payable if such covered medicare services
were furnished outside of the framework of a health maintenance
organization.

The committee bill would modify in several ways the House bill's
provisions for determining payment to HMO's. First, rather than
limiting payment to the lesser of (a) an adjusted premium amount or
(b) 95 percent of the estimated amount that would be payable if tIm
covered services were to be furnished by other than health maintenance
organizations, the committee bill would authorize payment at the 95
percent of the actuarial equivalent rate but only if the health mainte-
nance organization provides the Secretary with satisfactory assurances
that any excess over the adjusted premium payment will be re-
turned to beneficiaries in the form of expanded benefits or reduction
in amounts charged as the equivalent of medicare's deductibles and
coinsurance. HMO's will thus have funds, where performance is effi-
cient and necessary rare has been properly provided, to improve bene-
fit protection or reduce premium costs for medicare enrollees and
thereby possibly attract further enrollment. Under this modification
beneficiaries, who upon enrollment with an HMO forgo coverage of
most nonemergency out-of-plan services, would have some incentives
for enrollment.

•Second,•with respect to the health maintenance organization's pre-
miums which would be taken into account in medicare's payment deter-
mination, the committee bill adds a provision intended to alleviate a
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concern that the proposed payment determination might reward
profiteering by relating payment to premiums that contain an un-
justifiably liigh retention (margin over direct benefit and administra-
tive costs.) The Committee limits the retention to the lesser of: (i)
the retention rate (excluding the administrative expenses) as a per-
centage of the net premium for people under age 65, or (H) 150 per-
cent of the dollar amount of retention (excluding administrative ex-
penses) per capita for enrollees who are under age 65 of the HMO.

Third, the 95 percent payment rate, which would be authorized
where the Secretary has received the necessary assurances from the
health maintenance organization, would be based on estimated benefit
costs only plus an estimated allowance for administrative expenses
reasonably related to the actual expenses of such a HMO and the ex-
penses of comparable organizations. This approach recognizes that a
health maintenance organization's administrative expenses can be
expected to be lower than those of carriers and intermediaries because
HMO's need not perform all of the functions of carriers and inter-
mediaries. For example, HMO's generally do not pay small individual
physician fee-for-service claims.

Fourth, there would be an overall ceiling on payment to a health
maintenance organization equal to 95 percent of the estimated
amount for benefit cost and administrative expenses, including only
carrier and intermediary administrative costs (exclusive of auditing
expenses), payable if covered services were to be furnished by other
than health maintenance organizations. This ceiling, and the 95 per-
cent payment rate mentioned in the preceding paragraph, would be
based upon the reimbursement amount per capita for the Nation ad-
justed for variation in unit benefit. cost due to service areas, reasonable
availability of services, and underwriting rules. The service area con-
cept encompasses the geographical locality where the health main-
tenance organization is providing the service, and in which there is a
reasonable cross section of different types of institutions and practi-
tioners and utilization rates. 'Where there is an abnormal scarcity of
services or excessive services for persons not in the HMO in a particu-
lar locality, but the needs of HMO menibers are fully met, the actu-
arial equivalent cost would be determined by established actuarial
methods which include the consideration of costs in comparable loca-
tions where the covered services are reasonably available. In negotiat-
ing and reviewing rates of payment, the committee expects that such
negotiations will be conducted, on the part of the government, on an
arms-length basis by qualified and expert personnel. The actuarial
determinations should be performed by qualified actuaries experienced
in health care program costing. This expertise also would be needed
to appraise whether enrollment of poorer risks, such as institution
alized persons or persons of low income, was less than in proportion
to the population in the service area and to determine the effects on
costs. Similarly special limitations of the HMO on access of members
to care, on limitations on the provision of teaching and community
services should also be taken into account in considering cost
equivalence.

Fifth, the committee has included an additional safeguard which
would authorize the Secretary to adjust, retroactively, any payments
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made to a health maintenance organization on the basis of projected
national average costs, if it is later determined that such projections
were based on erroneous data or if actual experience differs substan-
tially from the assumptions upon which the projections were made.
Such adjustments, which could result in either increase or decrease in
program payments, must be determined within 3 years foflowing the
close of the accounting period to which the adjustment applies.

Under this basis for payment, the health maintenance organization
should be encouraged to manage its resources and provide a level of
service within a predictable premium income; extensions and improve-
ments in service could thus also be provided to beneficiaries from utili-
zation and other savings which the organlization may be able to make
over more traditional methods of providing services.

For ease of calculation of amounts to be paid from the two
trust funds, payments to health maintenance organizations would be
made from both the hospital insurance and supplementary medical
insurance trust funds with the portion from the supplementary medi-
cal insurance trust fuiid being the product of the total monthly pre-
mium (beneficiary and Federal Government amounts combined) times
the number of medicare beneficiaries enrolled in the organization
rather than an actuarially determined part B cost within the HMO.
The remainder of the HMO payment would be made from the hospital
insurance trust fund.

Under the House bill, the individuals with respect to whom such
payment would be made are medicare beneficiaries entitled to both
hospital insurance and supplementary medical insuraice who are
enrolled with a health maintenance organization. Since somepotential
health maintenance organizations have substantial numbers of mem-
bers who, because of noncoverage under social security in the past,
are not eligible for hospital insurance benefits (or who would be
eligible for such benefits only by paying their full cost as provided
under another proposed amendment), the committee has added a
provision which would allow payments to be made for medical insur-
ance benefits alone for enrolled beneficiaries who are not entitled to
hospital insurance benefits. Eligible enrolled beneficiaries would, with
two exceptions, reci.ve medicare-covered services only through the
health maintenance organization. One exception, contained in the
House bill, would cover those emergency services as are furnished by
other physicians and providers of services; the health maintenance
organization would be responsible for paying the costs of such emer-
gency services. The committee w-ould also require a health maintenance
orgamzation to pay the cost of otherwise covered and necessary
maintenance therapy which an enrollee receives outside the organi-
zation because of nonaccessibility or availability of the service di-
rectly from the organization. If an enrolled individual received
other types of nonemergency care through some means other than
the health maintenance organization, he would have to meet the
entire expense of such care. The fact that members received some
care outside the HMO would be taken into account in calculating
the actuarial equivalent cost of the services furnished by the HMO.

To qualify to receive payment in this way, a health maintenance
organization would have to be one which provides: (1) either directly
or through satisfactory arrangements with others, health services
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on a prospective per capita prepayment basis; (2) all the services
and benefits of both the hospital and medical insurance parts of the
program; (3) physicians' services, either directly by physicians
who are employees or part.ners of the organization, or under an ar-
rangement with an organized group of physicians under which the
group is reimbursed for its services on the basis of an aggregate
fixed sum or on a. per capita basis. Since physicians play the major
role in determining utilization of all covered services, such payment
arrangement should contain an element of incentive for such physi-
cians to assure that medicare patients are provided needed services
in the most efficient and economical manner. (The group of physi-
cians which has the arrangement with the health maintenance or-
ganization could, in turn, pay its physician members on any other
basis, including fee-for-service.)

The organization would have to have an open enrollment period at
least annually under which it accepts enrollees (including undertak-
ing during open enrollment periods specific and active efforts to eon-
tact inform, and enroll institutionalized beneficaries) on a nondis-
criminatory basis up to the limits of its capacity. An organization
which does not. accept applications for enrollment from a. significant
and representative proportion of eligible applicants during two con-
secutive open enrollment periods may be terminated if adequate justifi-
cation is not provided.

Additional requirements are: (1) that the organization furnish to
the Secretary proof of its financial responsibility and its capacity to
provide comprehensive health services, including institutional services.
effectively and economically; (2) that there are a minimum of 10,000
enrollees (both medicare and nonmedicare) initially, or, that the
HMO can reasonably be expected to attain such minimum enrollment
within a period not exceeding 3 years with progressive continu-
ing increases in enrollment tow-ard the minimum during that. period
(3) that the organization must have satisfactory procedures assur-
ing that the health services required by its enrollees are received
promptly and appropriately and that they are of proper quality.

The various elements of a health maintenance organization, such as
hospital, extended care facility, or clinical laboratory, would each con-
tinue to have to meet the conditions of participation or other quality
standards which apply to such organizations under present law. The
committee has added to the House bill a. provision which makes it
clear that institutions owned or utilized by a health maintenance
oranization must adhere. to the health facility planning requirements
which would be applied to other providers of services under J)rOviSionS
of another amendment.. 'Where applicable, appropriate reductions will
be made in payments to any health ma..i-ntenance organization which
renders services to beneficiaries through a hospital or other institu-
tions with respect to which the Secretary determines that payment
for capital expenditures must be excluded.

'With respect to all of the. above minimum requirements, it. is ex-
nected that. they will be carefully and fully applied so as to avoid estab-
lishment of pro forma Ri\f 0's by organizations essentially interested in
securing greater levels of reimbursement than are otherwise payable
under the regular medicare program and without reducing program
costs through inc.reases in effectiveness and efficiency.
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Under the House bill, an organization would not qualify under this
provision unless at least half of its membership is under age 65. The
committee agrees that the membership distribution requirement is a
desirable objective in order to assure that the health maintenance
organization operates in true competition with other health care
delivery mechanisms, but rigid imposition might be detrimental to
newly developing organizations and organizations located in retire-
ment areas or deliberately established as part of an effort to bring
adequate health care to inner-city or rural areas. Therefore, the
committee has modified the House requirement to permit the Secre-
tary to initially waive the one-half enrollment requirement for up to
5 years if compliance would otherwise ca.use substantial reduction in
enrollment, provided the organization furnishes evidence of sustained
and substantial efforts to achieve the required enrollment distribution
or, in rare instances, to w-aive the requirement completely if it is
determined that failure to meet the requirement is due to geographic
or other circumstances beyond the organization's control.

If the health maintena.nce organization provides only the services
for which the enrollee is covered by the medicare program, the
premiums it may charge its enrollees cannot exceed the actuarial value
of the cost-sharing provisions of the hospital and supplementary
medical insurance parts of the medicare program, whichever are
applicable to the enrollee. If, however, the organization provides its
enrollees services in addition to those covered under medicare, it must
inform enrollees of the portion of the premium applicable to such
additional services, and the portion applicable to medicare-covered
services may not exceed the actuarial value of the cost-sharing provi-
sions of the medicare program. The reasonableness of premiums
charged for additional services will be determined by the Secretary
in accordance w-ith regulations. These requirements are intended to
assure that beneficiaries enrolled with health maintenance organiza.-
tions benefit fully from their medicare coverage and are, in fact,
charged no more than the deductible and coinsurance amounts. This
provision will also help to assure that they are made aware of the
exact cost of any benefits provided by the health maintenance orga-
nizations which are in addition to medicare coverage and that such
cost is reasonable in relation to the additional benefits provided.

Beneficiaries enrolled with a health maintenance organization who
are dissatisfied with decisions of the organization as to benefit cover-
age would have the right to a hearing before the Secretary, in which
the health maintenance organization would be an interested party,
and to judicial review with respect to disputes involving amounts
exceeding specified limits.

Beneficiaries could terminate their enrollment with a health mainte-
nance organization and revert to regular coverage under the program
in accordance with regulations. It is expected that, generally, dis-
enrollment would take effect at the same time after the disenrolment
request as is the case now with respect to disenrohiment under the
supplementary medical insurance program.

Under provisions of the House bill, a health maintenance organiza-
tion would be treated as a "provider of services," i.e., would be treated
in the same manner that hospitals, extended care facilities and certain
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other individual agencies and organizations that participate in the
program. Such a status connotes a continuing relationship contingent
upon compliance with health quality, fiscal, and technical conditions
of participation. However, effective administration of the health
maintenance, organization provision will require an active and com-
prehensive role by the. Secretary in reviewing and evaluating per-
formance of such organizations in relation to the total range of
program interests including responsiveness to beneficiary needs as
well as adherence to fiscal and quality staiiclarcls. The committee has
therefore amended the 1-Touse provision to establish a contractual
relationship between the Secretary and a health maintenance organi-
zation. Such a contract would be renewable annually in the absence
of reasonable advance notice by either party of intention to terminate
at the end of the current term, except that the Secretary could ternii-
nate the contract at any time (after reasonable notice and opportunity
for hearing) if he finds that the organization has failed substantially
to carry out the contract or is carrying it out in a manner inconsistent
with efficient, effective, and economical administration of this section.

Under this prosion, it. is expected that. the Secretary will issue
regulations establishing means for effective implementation of an
ongoing review program to assure that. the health maintenunce Orga-
nizaf ion effectively fulfills beneficiary service needs by adhering to
speci fled minimum requirements for full-ti me qualified medical staff,
keeping beneficiaries fully informed on the extent of coverage, of
services received outside the organization, taking positive actions to
assure that beneficiaries are not deprived of benefits through devices
such as scheduling appointments at inconvenient times or unwar-
ranted delay in scheduling of elective surgery, and avoiding discrimi-
nation against poor health risks through selective enrollment or poor
service aimed at encouraging disenrollment of high users of services.
The Secretary is also expected to take precautions against, possible
fiscal abuse of the program by examining (and, where required, taking
exception to) an'v arrangement the health maintenance organization
may have vitli providers, including related organizations, which
appear to result in an unwarranted increase in costs or the base
premium or to overstate the value of any added coverage or reduction
of the deductible.

The committee also notes that. some potential qualified health
maintenance organizations currently have enrollees who may desire to
continue membership in the organization but who do not wish to agree
to receive covered services only from t.hat organization. Since it would
seem inequitable to require such individuals to either disenroll imme-
diately or involuntarily accept a limitation on their access to covered
services, the committee has added a provision under which a health
maintenance organization could continue through June 1974 to be
reimbursed for covered care provided to beneficiaries who were mem-
bers prior to July 1971 but who do not elect. the option. Program pay-
ments in such cases would be determined on a prospective per capita
basis similar to that used for enrollees who elect the opt.ion, with ap-
propriate payment reductions for projected out-of-plan use of cov-
ered services by such enrollees.

The provision would become effective with respect to services pro-
vided on or after July 1, 1971.
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PHYSICAL AND OTHER THERAPY SERVICES UNDER MEDICARE

(Sec. 254 of the bill)

Under present law, physical therapy is covered as an inpatient
hospital service, an inpatient extended care service, a home health
service, and a service incident to physicians' services. Physical
therapy is also covered when furnished under prescribed conditions
by a participating hospital, extended care facility, home health
agency, clinic, rehabilitation agency, or public health agenc.y to its
outpatients. The physical therapist may be either an employee of the
participating facility or he may be self-employed and furnish his
services under arrangements with and under the supervision of the
facility.

The House bill would provide for coverage, under the supple—
mentary medical insurance program, of up to $100 1e1 calendar year
of physical therapy services furnished by a licensed physical therapist
in his office or in the patient's home uiider a physician's plan. Reim-
bursement for the reasonable charges for the covered services rendered
by the physical therapist would be made either to the beneficiary or,
on assignment, directly to the physical therapist.

The committee has been advised by the Department of Health,
Education, afl(l Welfare that the House bill would be exceedingly
difficult to administer in terms of assuring the provision of appro-
priate services, or of effectively enforcing the health, safety, and
quality safeguards embodied in present law, since physical therapists
would be furnishing services outside the controlled environment of an
institutional setting or responsibility. Moreover, this provision \Volll(l
compound the already costly and troublesome problem of restraining
overittilization of physical therapy services. rrhe committee agrees
with the Department that at the present time whatever advantage
might accrue to beneficiaries from increased availability of services
would be at the expense of higher benefit afl(l administrative costs.
For these reasons, the committee has deleted this special $100 feature
of tile House bill.

The committee is concerned about the few cases under present law
where an inpatient exhausts his inpatient benefits or where lie is
otherwise ineligible for hospital insurance inpatient benefits and can
continue to receive supplementary medical insurance reimbursement
for physical therapy treatment only if the hospital or extended care
facility is able to arrange for another 1)articij)ating facility to furnish
the physical therapy treatment as an outpatient service. The House
bill would authorize a hospital or extended care facility to furnish out-
patieit physical therapy services to its inpatients in the above
categories. The committee concurs with the House bill on this pro-
vision and has provided an effective (late, for this subsection, applying
to services furnished after June 30, 1971.

The House bill also includes a provision for controlling program
expenditures and for preventing abuses. Under the provision in the
House bill, the reasonable cost of physical therapy services furnished
by a provider of services, or by others under an arrangement with
such provider, may not exceed an amount equal to the salary which
would have reasonably been paid to a physical therapist if he had
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performed the services as an employee. While the committee agrees
that effective controls a.re necessary, it believes that the House pro-
vision limiting reimbursement for physical therapy services to a
salary-equivalent amount does not take into account expenses a
therapist not working as a full-time employee would have. These
expenses may include costs of maintaining an office, travel-time and
expense, and similar costs. The committee bill, therefore, modifies the
House provision to limit reimbursement to a "salary-related" basis
which would permit determinations of reasonable cost for physical
therapist services to allow for additional expenses which may be in-
curred by therapists who are not full-time employees of a facility.
The Secretary would determine which additional expenses would be
allowed. The committee bill would further modify this provision of
the House bill to extend this reimbursement limitation to cover
other therapy services (such as occupational therapy and speech
therapy) furnished by a. provider of services or by others under an
arrangement with a participating provider, and to services provided
by other specialists such as social workers, medical records librarians,
dieticians, etc.

The above provision would be effective with effect to accounting
periods beginning on or after July 1, 1971.

PAYMENT FOR CERTAIN INPATIENT HOSPITAL AND MEDICAL SERVICES
FURNISHED OUTSIDE THE UNITED STATES

(Sec. 262 of the bill)

The House-approved bill provides, with respect to admissions after
December 31, 1970, for payment of medicare benefits for inpatient
hospital services furnished outside the United States if the beneficiary
is a resident of the United States and the foreign hospital was closer
to, or substantially more accessible from his residence than the nearest
hospital in the United States which was suitable and available for his
treatment. For such beneficiaries, benefits would be payable without
regard to whether an emergency existed or where the illness or accident
occurred. Only patient services furnished by a hospital which
has beeti accredited by the Joint Commissioii on Accreditation of
Hospitals or by a hospital-approval program having essentially corn-
parable standards would be covered. (The House-approved bill would
retain the l)rovisiolis of present law nith respect to coverage of emer-
gency inpatient hospital services furnished outside the United States.)

Under the bill approved by the House, payment for all covered
hospital :rvices furnished outside the United States would be made
on essentially the same basis as payment for emergency services fur-
nished by a nonparticipating hospital within the United States. Where
the hospital elected to bill the medicare program it would be reim-
bursed on the basis of the reasonable cost of the covered services
furnished the beneficiary, as is now done with respect to emergency
services furnished by a nonparticipating hospital which furnishes
actual cost data. Where payment could not be made solely because
the hospital did not elect to bill the program, benefits would be pay-
able directly to the beneficiary on the basis of an itemized bill if he
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filed an acceptable application for reimbursement. Subject to the
appropriate deductibles and coinsurance, the beneficiary would be
reimbursed in an amount equal to 60 percent of the hospital's reason-
able charges for "routine services" in the room occupied by him or in
semiprivate accommodations, whichever is less, plus 80 percent of
the hospital's reasonable charges for "ancillary services," or, if sepa-
rate charges for routine and ancillary services are not made by the
hospital, two-thirds of the hospital's total charges.

The committee is fully in agreement with the objective of the House
bill but it is concerned that the hospital services that would be covered
under this proposal, along with the coverage provided under present
law for emergency hospital services outside the United States, would
not adequately protect medicare beneficiaries against other medicallir
necessary health care costs which they may incur while receiving
covered foreign inpatient hospital care. Therefore, the committee has
amended the House-approved bill to provide for coverage under the
medical insurance program of medically necessary physicians' services
and ambulance services furnished in conjunction with covered foreign
inpatient hospital services.

The committee's bill would limit payment for physicians' services to
the period of time during which the individual is eligible to have pay-
ment made for the foreign inpatient hospital services he receives.
Further, the Secretary would be authorized to establish, by regula-
tions, reasonable limitations upon the amount of a foreign physician's
charge that would be accepted as reimbursable under the medical
insurance program. In recognition of the administrative difficulties
that would arise in applying the assignment method of reimbursement
to medical services furnished in other countries, the committee's bill
would provide that benefits for foreign physicians' and ambulance
services would be payable only in accordance with the itemized bill
method of reimbursement provided for under present law.

This provision would apply to services furnished with respect to
hospital admissions occurring after June 30, 1971.

3. NEW PROVISIONS ADDED BY THE COMMITTEE

PROVIDE THAT SERVICES OF OPTOMETRISTS IN FURNISHING
PROSTHETIC LENSES NOT REQUIRE A PHYSICIAN'S ORDER

(Sec. 203 of the bill)

Under present law, optometric services are not covered except with
respect to services incidental to the fitting and supplying of prosthetic
lenses ordered by a physician. The House bill does not provide for
any change in the present limitation on coverage of optometric serv-
ices. However, in its report accompanying the bill, the Committee on
Ways and Means directed the Department of Health, Education, and
Welfare to study the present coverage of optometric services in the
interest of removing any existing inequity.

The committee believes that the medicare requirement that a phy-
sician's prescription or order acccmpany requests for payment for
covered prosthetic lenses when such lenses are furnished by an optome-
trist unduly limits both patient and optometrist and shpuld be
eliminated. The patient's freedom to choose either an ophthalmologist

52—149 O—70---——1O
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or an optometrist to furnish him with prosthetic lenses should no
longer be restricted by this requirement.

The committee bill would recognize the ability of an optometrist
to determine a beneficiary's need for prosthetic lenses by amending
the definition of the term "physician" in title XVIII to include a
doctor of optometry authorized to practice optometry by the State in
which he furnishes services. An optometrist would he recognized as a
''physician'' only far the purpose of attesting to the patient's need fat
prosthetic lenses. (Of course, neither the physician iior the optoiiietrist
would he paid by Ine(licare for refractive services when the beneficiary
has been given a prescriptioii by a physician for the necessary i)105—
thetic. lenses.) This change would not provide for coverage of services
perfortiicd by optometrists other than those covered in dci presen I
law, nor would it. perillit an optometrist to serve as a ''physician'' on
a. professional standards review organization.

The amendment would become effective 111)011 enactment.

at" Si't'rins Rii..t'i'i'o 'to (vi,us'mI n':s

(Sec. 204 of the bill)

Medicate. covers the bag and straps which must he. used in conjuhie-
tion with some colostomies (an artificial opening of the, bowel to the
abdoni inal wall winch is often made necessaiv l)V sihru'ehv for coiner
of the bowel). The equipment. is covered as it is considered a pIoStIietl('
dev i (P (a rei )i a cement for a body olga ii)

Some bowel cancer patients have surgery which results in a different
type of colostomy necessitating daily irriation and flushing rather
than peinianelit attachment of a bag. Medicare does not covet this
i riigatioii and flushing equl pinent, Since it is not. 1)eImallefltly atta c.hied
to the body and is therefore not considered a prosthetic device. This
results in unequal treatment by the program of 1)ati('hItS with
colostomies.

The committee bill would add a phrase to the statute to include
coverage for material directly ielated to the care of a colostoni.

The amendment is effective upon enactment.

COVERAGE OF CHIROPRACTIC SERVICES

(Sec. 205 and 280 of the bill)

ITnder the House bill, the Secretary would be required to conduct a
study of chiropractic services covered under State pltiis approved
under title XIX. The study would determine whether and to what.
extent. chiropractic services should be covered under the supplementary
medical insurance program of title XVIII, giving particular atten-
tion to the limitations which should be placed on such coverage and
on the amounts to be paid for whatever services might be furmshed.
The Committee on Finance believes, however, that. further study of
chiropractic services tinder other plans is not required to supl)ort cov-
erage of the services of chiropractors under the supplenieiitary medical
insurance J)rogram.

In providing coverage for the services of chiropractors, the com-
mittee recognizes the need for controls on the quality, cost, and
utilization of such services. Accordingly, the committee bill would
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broaden the definition of the term "physician" in title XVIII to in-
clude a. licensed chiropractor who also meets uniform minimum stand-
ards to be promulgated by the Secretary. The committee believes that
at least uniform minimum standards of the following kinds should
underlie licensure: satisfactory evidence of preliminary education
equal to the requirements for graduation from an accredited high
school or other secondary school; a diploma issued by a college of
chiropractic approved by the State's chiropractic examiners and
where the practitioner has satisfied the requirements for graduation
including the completion of a course. of study covering a period of
not less than three school years of six months each year in actual
continuous attendance covering adequate courses of study in the
subjects of anatomy, physiology, symptomatology and diagnosis,
hygiene and sanitation, chemistry, histology, pathology, and prin-
ciples and practice of chiropractic, including clinical instruction in
vertebral palpation, nerve tracing and adjusting; and passage of an
examination prescribed by the State's chiropractic examiners (Over-
ing said subjects. Moreover, the committee does not intend that the
practice of operative surgery, osteopathy, or 'administering or pre-
scription of any drug or medicine included in material medica
should be covered by the practice of chiropractic. Such standards
would also be applicable to coverage of chiropractic services under
medicaid.

The services furnished by chiropractors would be covered under the
program as "physicians' srvices," but only with respect to treatment
of the spine by means of manual manipulation which the chiropractor
is legally authorized to perform. As with other program benefits, the
committee is aware of the l)OsSible overutilization of chiropractic serv-
ices, and expects that the Secretary will issue guidelines to medicare
carriers for use in review of bills for such services, to assure
usage of the benefit.

The amendment would become effective with respect to services pro-
vided on and after July 1, 1971.

CONFORM MEDICARE AND MEDICAID STANDARDS FOR NURSING
FACILITIES

(Sec. 240 of the bill)
At the present time, the conditions of participation for extended

care facilities under medicare and the standards required of skilled
nursing homes under medicaid are identical in some respects and
similar in others. In large part, medicaid skilled nursing homes were
substantially upgraded as a consequence of the specific statutory
requirements applicable to such homes which were included in the
Social Security Amendments of 1967.

While the emphasis of the care under the two programs may differ
somewhat—medicare focusing on the short-term care patient and
medicaid on the long-term patient—patients under both plans require
the availability of essentially the same types of services and are often
in the same institution. Indeed, not infrequently, after expiration of
medicare benefits, the patient may remain in the same facility—even
in the same room—continuing on as a medicaid recipient.

Because of the substantial similarities in the services required of
skilled nursing facilities under the two programs, the existence of
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separate requirements (which may differ only slightly) and separate
certification processes for determining institutional eligibility to par-
ticipate in either program, is both administratively cumbersome and
unnecessarily expensive. The same facility is more often than riot
approved to provide care under both medicare and medicaid.

The committee believes it would be desirable to apply a single set
of standards relative to health, safety, environmental conditions, and
staffing, with respect to skilled nursing facilities under both medicare
and medicaid. As provided in the House bill, Sta.tes would also be
expected to consolidate certification activities for both programs in a
single State agency. The committee intends that the single State
agency carry out its responsibilities to the greatest extent possible
through means of a single consolidated survey to determine a facility's
qualifications for medicare and medicaid.

The committee amendment is not intended to result in any dilution
or weakening of standards for skilled nursing facilities. For that
reason, the amendment provides that a higher standard as judged by
the Secretary of Health, Education, and Welfare in one program—
whether the standard is a current requirement or one required in the
future——shall be applicable to the other program as well. Any waiver
of a standard applicable to both programs may be applied only if
acceptable under both programs. Additionally, a State may continue to
require higher standards of skilled nursing facilities than those man-
dated by Federal statute and regulation. In case a State imposes
additional requirements in its own right, then, as under present section
1863 of the Social Security Act, those standards shall apply to both
medicare and medicaid skilled nursing facilities in that State.

The above provisions are effective July 1, 1971.

PROVIDE FOR SIMPLIFIED AND MORE ECONOMICAL REIMBURSEMENT
OF EXTENDED CARE FACILITIES

(Sec. 241 of the bill)

Under present law, extended care facilities, as well as other providers
of service, are reimbursed for the reasonable cost of covered services
furnished to medicare beneficiaries. Since actual cost cannot be
accurately determined until after the close of an accounting period, a
facility is reimbursed with interim payments based upon its esti-
mated costs. However, upon analysis of an annual cost report sub-
mitt.ed by providers which identifies the actual costs incurred through
cost finding and cost apportionment, a retroactive adjustment is made
for any difference between the interim payments made and the pro-
gram's share of the provider's actual costs, to the extent they are
deemed reasonable.

Under medicaid, States generally establish (in advance) per diem
or similar basic rates payable for patients receiving skilled nursing
home care. Such rates ordinarily reflect estimates of the costs of l)ro-
viding routinely required care to eligible recipients.

The committee recognizes that the existing reasonable cost approach
of the medicare program has created certain difficulties for extended
care facilities. It is aware that complaints have been voiced about
the complexity of medicare cost-finding and recordkeepmg require-
ments and that problems might result from the standpoint of effective
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financial management because of the facility's failure to know in
advance the actual payments that will be received. The committee
is also cognizant of the fact that the existing 'reimbursement formula,
as applied, with its retrospective adjustment provision, may offer
little or no incentive to contain costs or to control the type and extent
of services furnished since actual costs incurred are almost always
reimbursed.

On the other hand, under the medicaid program States generally
establish (in advance) per diem or monthly rates for patients receiving
skilled nursing care. These facilities generally know in advance the in-
come they can expect to derive from services furnished to eligible
patieIts and this knowledge I)rohably contributes to more effective
budgeting and planning.

The type of facility, requirements for participation, and range of
services provided, do riot differ substantially as between a fully
qualified extended care facility in medicare and a fully qualified
skilled nursing home in medicaid.

The committee bill, therefore, authorizes the Secretary to apply,
in establishing reasonable cost payments for extended care facilities
for any State (on a total, class, size, or other appropriate basis) the
rates developed in the State under medicaid for basic reimbursement
of skilled nursing care, provided he finds, based upon information
and data supplied by a State, that such rates are reasonably related
to the costs of care (room, board, routine nursing and other routine
services) in facilities generally comparable to those participating in
medicare.

The committee recognizes that various types of reimbursement
methods developed by States under medicaid might be found to
satisfy the above requirement where they are based upon estimates
(through sampling or other techniques) of the costs of skilled nursing
care in comparable facilities. For example, although frequently a single
or overall State rate of reimbursement for skilled nursing care covered
by medicaid is established, in some States varying rates of reimburse-
ment are established for different categories of institutions or for
different classes of patients. In other States, actual costs are reim-
bursed subject to certain maximum limitations. In each of these
the State rates may or may not be reasonably related to the cost of
services in groups of facilities participating in medicare.

Where a State's basic rates of reimbursement for skilled nursing
care under medicaid are predicated upon analyses of costs for care in
such facilities and the Secretary is satisfied that the analyses under-
taken by the State adequately reflect the reasonable costs of care,
reimbursement for posthospital extended care under medicare
should be based upon or llimited to the same rates of payment. The
ei'iterion to he applied by the Secretary is that the State's rates of
payment be appropriately related to reasonaMe costs. The Secretary
w'ould be permitted to adjust a rate where appropriate, to reimburse
for specific factors related to medicare requirements (such as bed
availability, type of occupancy covered, any additional administrative
costs) which are not considered by the State or included in the compu-
tation of its medicaid rates. Such adjustments would be distilled into
a percentage factor (not in excess of 10 percent) so as to simplify
reimbursement. Thus, conceivably, where facilities 'in a State demon-
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strate to the Secretary and the State advises that medicaid in that
State compensates on a basis of more patients in a room than does
medicare or does not include payment for a service covered by medi-
care, he might reimburse such institutions on the basis of the medicaid
rate plus a percentage adjustment.. These percentage adjustments
should be made on a geographic basis or on the basis of classes of
facilities and not on an institution-by-institution basis.

Where a skilled nursing facility is a distinct part of, or directly
operated by a hospital, reimbursement would be made for care in such
facilities in the same manner as is applicable to the hospital's costs.
Where a skilled nursing facility functions in a close formal medical
satellite relationship with a hospital (which would be defined in regu-
lations of the Secretary) reimbursement would be made on the basis
of costs not to exceed 150 percent of the adjusted medicaid rates of
payment (if the Secretary applies such rates to medicare facilities in
that State) for care in that facility (or comparable facility).

This approach avoids substantial auditing and cost-finding ex-
pense and provides a means of making equitable adjustments where
appropriate.

A facility located in a State whose medicaid rates of reimbursement
for skilled nursing care are not adopted by the Secretary on a total,
class, size, or other appropriate basis applicable to that facility will
continue to be reimbursed under normal medicare methods.

The amendment would be effective with respect to accounting
periods beginning on or after July 1, 1971.

PROVIDE FOR REASONABLE APPROVAL OF RURAL HOSPITALS

(Sec. 242 of the bill)

According to policy established by the Social Security Administra-
tion, a hospital or extended care facility is certified for participation
in medicare if it is in full compliance (meets all the requirements of
the Social Security Act and is in accordance with all regulatory re-
quirements for participation), or if it is in "substantial" compliance
(meets all the statutory requirements and the most important regu-
latory conditions for participation). Thus, while an institution may
be deficient with respect to one or more standards of participation, it
may still be found to be in substantial compliance, if the deficiencies
do not represent a hazard to patient health or safety, and efforts are
being made to correct the deficiencies.

It has been recognized that there is a need to assure continuing
availability of medicare-covered institutional care in rural areas,
many of which may have oniy one hospital, without jeopardizing the
health and safety of patients. To achieve this objective, the approach
has been adopted by Social Security of certifying "access" hospitals
while documenting their deficiencies and requiring upgrading of plant
and staff. State agencies have also been require(l to provide consulta-
tion and assistance to these facilities in an effort to help them achieve
compliance with the standards. Certain "access" hospitals, to the
extent that they are capable, have succeeded in overcoming deficien-
cies; however, other hospitals have not demonstrated sufficient willing-
ness to take the steps necessary to correct deficiencies and have instead
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been willing to continue as "access" hospitals with all the limitations
in quality care that this status entails. In other areas, some rural
hospitals despite good faith efforts have been unable to secure required
personnel or otherwise comply.

To deal with the dilemma created by the need to assure the avail-
ability of hospital services of adequate quality in rural areas and the
fact that existing shortages of qualified nursing personnel generally
make it difficult for some rural hospitals to meet the nursing staff
requirements of present law, the committee's bill would authorize
the Secretary, under certain conditions, to waive the requirement
that an access hospital have registered professional nurses on duty
around the clock. This requirement could be waived only if the
Secretary finds that the hospital:

(a) has a registered nurse at least on the daytime shift and has
made and is continuing to make a bona fide effort to comply with
the registered nursing staff requirement with respect to other
shifts (which, in the absence of an R.N., are covered by licensed
practical nurses) but is unable to employ the qualified personnel
necessary because of nursing personnel shortages in the area; and

(b) is located in an isolated georaphicaI area in which hospital
facilities are in short supply and the closest other facilities are
not readily accessible to people of the area; and

(c) nonparticipation of the "access" hospital would seriously
reduce the availability of hospital services to medicare bene-
ficiaries residing in the area.

Under the provision, the Secretary would regularly review the situ-
ation with respect to each hospital, and the waiver would be granted
on an annual basis for not more than a one-year period. The waiver
authority would be applicable only with respect to the nursing staff
requirement; no waiver authority would be provided under the
amendment with respect to any other conditions of participation
relating to health and safety.

The proposed waiver authority would expire December 31, 1975.

INTERMEDIATE CARE FACILITIES

(Sees. 243 and 269 of the bill)

In order to provide a less costly institutional alternative to skilled
nursing home care, the committee and the Congress approved in 1967
an amendment to title XI of the Social Security Act which authorized
Federal matching for a new classification of care provided in "inter-
mediate care facilities." The provision was intended to provide a
means for appropriate placement of patients professionally determined
to be in need of health-related supportive institutional care but not
care at the skilled nursing home, or mental hospital level.

The intermediate care benefit was not intended to cover care which
was essentially residental or boarding home in nature. It was not
intended to provide a refuge for substandard nursing homes which
would not or could not meet medicaid standards. It was not intended
as a placement device whereby States could reduce costs through
wholesale and indiscriminate transfer of patients from skilled nursing
homes to intermediate care without careful and independent medical
review of each patient's health care needs.
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Many thousands of patients are in skilled nursing homes who do not
need that level of care, according to recent General Accounting Office
and HEW audit reports. Thousands of those people are in skilled
nursing homes because their States have not as yet established inter-
mediate care programs.

The committee has therefore, included an amendment to clarify
congressional intent with respect to intermediate care and to make
such care, where appropriate, more generally available as an alter-
native to costlier skilled nursing home or hospital care.

The committee amendment is designed to make it clear that inter-
mediate care coverage is for persons with health-related conditions who
require care beyond residential care or boarding home care, and who,
in the absence of intermediate care would require placement in a
skilled nursing home or mental hospital.

The committee amendment would require an intermediate care
facility to have at least one full-time licensed practical nurse Ofl its
staff and to meet such other standards, prescribed by the Secretary,
as are deemed necessary to assist in meeting the needs of the types of
patients expected to be placed in such institutions.

The amendment also provides for the transfer of the intermediate
care provisions from title XI of the Social Security Act to title XIX
(medicaid). This action will enable the medically indigent, presently
ineligible for intermediate care, to receive such care when it has been
determined as appropriate to their health care needs. This change
should also serve to end the practice, in some States, of keeping
medically indigent patients in skilled nursing homes where they
could more appropriately be cared for in intermediate care facilities.
Such States do so because, under present law, Federal matchmg
funds are available toward the costs of skilled nursing home care
provided medically indigent persons but not for care of those people
in intermediate care facilities.

The committee amendment would also authorize Federal matching
under medicaid for care of the mentally retarded in public institutions
which are classified as intermediate care facilities. Matching would be
available only in a properly qualified institution meeting standards
(in addition to those required of an ICF) established by the Depart-
ment for mentally retarded persons (other than those primarily
receiving custodial care) receiving an active program of health-
related treatment or rehabilitation. States would not be eligible for
the additional Federal matching funds unless they maintained the
level of State and local funds expended for care of the mentally
retarded. The purpose here is to improve medical care and treatment
of the mentally retarded rather than to simply substitute Federal
dollars for State dollars.

The committee agrees with the House of Representatives that in-
termediate care is by definition less extensive than skilled nursing
home care and that the cost of intermediate care should generally be
significantly less per diem than skilled nursing home care in the ame
area.

In view of the rapidly increasing expenditures for intermediate
care and in view of the extension of intermediate care to the medically-
indigent, the committee has added another provision to its amend-
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ment requiring regular independent professional review of patients
in intermediate care facilities. Teams, headed by either a physician
or a registered nurse, would regularly review, on site, the nature of
the care required and provided to each intermediate care recipient.
That review would be undertaken on a patient-by-patient basis and
may not be performed at a distance or without reference to the
specific circumstances of the individual patient.

The committee reiterates the concern it has previously expressed
with respect to the failure of many States to properly undertake the
independent medical audit of skilled nursing home and mental
hospital patients to assure that each patient for whom Federal funds
is provided is in the right place at the right time receiving the right
care. This shortcoming among the States has characterized placement
and review of intermediate care patients heretofore. Each skilled
nursing home, each mental hospital patient, and each intermediate
care patient must be individually reviewed by an independent team
to assure proper placemeit. Wholesale and general review for purposes
of what is virtually cursory compliance with Federal requirements
must not be permitted by the Department of Health, Education, and
Welfare. Where such independent audits and other utilization review
requirements are not properly carried out, the committee expects
that the Secretary will, in accordance with section 225 of the bill,
promptly act to reduce Federal matching rates toward costs of the
institutional care involved until proper compliance is forthcoming
from a State.

The amendment is effective July 1, 1971.

DIRECT LARORTORY BILLING OF PATIENTS

(Sec. 244 of the bill)

Payment under medicare for low cost diagnostic laboratory tests
cove ied under the supplementary medical insurance program presents
a problem when patients are billed directly for such services by the
laboratory aiid assign their claims for medicare payment of a portion
of the cost of the laboratory. The problem is that the cost of collection
of an individual bill is large compared with the amount of the bill,
particularly with respect to collection of the coinsurance portion. For
example, where a bill for a laboratory service is $1.50, medicare will
pay only 80 percent. or $1.20, and the laboratory must bill the patient
for the 3() cents coinsurance for which he is responsible. The cost to
the laboratory may exceed 30 cents, a situation whichi might result
in the laboratory raising its fee for such service to $2.00, so that it
could collect its full charge from medicare without billing the patient.

The committee therefore added a provision to the House bill, with
respect to diagnostic laboratory tests for which payment is to be made
to the laboratory, so that the Secretary be authorized to negotiate
a payment rate with time laboratory which would be considered the full
charge for such tests, for which reimbursement would be made at 100
percent of such negotiated rate. However, such negotiated Date would
be limited to an amount. not to exceed the total payment that would
have been made in the absence of such rate.

The amendment is effective upon enactment..
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PROFESSIONAL STANDARDS REVIEW ORGANIZATION

(Sec. 245 of the bill)

INTRODUCTION

According to the most recent estimates the costs of the medicare
hospital insurance program will overrun the estimates made in 1967,
by $216 billion over a 25-year period. The monthly premium costs for
part B of medicare—doctors' bills—rose from a total of $6 monthly
er f)SOfl on July 1, 1966, to $10.60 per person on July 1, 1970.
Medicaid costs are also rising at similar precipitous rates.

The rapidly increasing costs of these progIms are attributable to
two factors. One of these is an increase in the unit cost of services
such as physicians' visits, surgical proceduies, and hospital days. The
House bill contains a number of desirable provisions which the Com-
mittee on Finance believes will be successful in helping to moderate
these unit costs.

The second factor which is responsible for the increase in the costs
of the medicare and medicaid l)rogran is an iiicrease in the number of
services provided to beneficiaries. The Committee on Finance has
focused its attention on methods of assurin proper utilization of these
services. The committee feels that utilization controls are particularly
important in light of the hearings conducted by the Subcommittee
on medicare and medicaid. A number of witnesses testified that a
significant iiumber of the health services provided under medicare
and medicaid are in excess of those which would be found medically
necessary. In view of the per diem costs of hospital and nursing home
care, and the costs of medical and surgical procedures, the economic
impact of this overutilization becomes extremely significant. Aside
from its economic impact. the committee is also concerned about
the effect. of overutilization on the health of the aged and the poor.
Unnecessary hospitalization and unnecessary surgery are not con-
sistent with proper health care.

REVIEW OF PRESENT UTILIZATION CONTROLS

The committee has found that present utilization review require-
ments and activities are not adequate.

Under present law, utilization review by physician staff committees
in hospitals and extended care facilities and claims review by medicare
carriers and intermediaries is required. These processes have a num-
ber of inherent defects. Review activities are not coordinated between
medicare and medicaid. Present processes do not provide for an mte-
grated review of all covered institutional and noninstitutional services
which a beneficiary may receive. The reviews are not based upon
adequately developed norms of care. Additionally, there is insufficient
professional particil)ation, in, and support of, claims review by carriers
and intermediaries and consequently there is only limited acceptance
of their review activities. With respect to the quality of care provided,
only institutional services are subject to quality control under medi-
care, and then only indirectly through the application of conditions of
participation.
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Under present law, each hospital and extended care facility must
have a utilization review plan covering services l)i.o\Ticled to medicare
patients which provides for, review, on a sample or other basis, of
admissions, duration of stays, and the I)rofessional services furnished.
The review is to include consideration as to the medical necessity
of the services and the efficient use of health facilities and services.
The utilization review is undertaken by either (1) a group, including
it least two physicians, organized within the institution or (2) a
group (including at least two physicians) organized by a local medical
society or other group approved by the Secretary of Health, Education,
and \Teifn.e The statute provides also that the utilization review
group must be organized as in (2) above, if the institution is small or
for such other good reasons as may be included in regulations. The
utilization review groui) must also revievlong—sta.v cases and inform
those concerned (including the attending physiciui) when it deter-
mines that hospitalization or extended care is no longer medically
necessary.

The Finance Committee and the Ways and leans Committee
stressed iii 1965 that these requirements, if effectively carried out,
would discourage im proper and unnecessary utilization. The Finance
Committee Report (S. Rept. 404, pt. I, 89th Cong., ii. 47) stated:

The committee is particulai1y concerned that the utiliza-
tion and review function is carried out in a manner which
protects the patients while at the same time making certain
that they remain in the hospital only so long as is necessary,
and that every effort be made to move them from the
hospital to other facilities whichi can provide less expensive,
but equal, care to meet their current medical needs.

The detailed information winch the committee has collected and
developed indicates clearly that utilization review activities have,
generally speaking, been of a token nature and ineffective as a cmub
to unnecessary use of institutional care and services. Utilization
review in medicare cai-i be characterized as more form than substance.
rfile present situation has been aptly described by a State medical
society in these words:

Where hospital beds are in short supply, utilization review
is fully effective. Where there is no pressure on the hospital
beds, utilization review is less intense and often token.

Based on a sample of hospitals conducted in the middle of 1968, the
Social Security Administration found:

(1) Ten iercent of the hospitals were not conducting a review of
extended-stay cases.

(2) Forty-seven l)ercent of hospitals were not reviewing any
sample of admissions (a basic statutory requirement).

(3) Forty-two percent of hospitals did not even maintain an
abstract of the medical record or other summary form which
could provide a basis for evaluating utilization by diagnosis or
other common factor.

In one State, the health agency conducted a detailed program
review in November 1968. Their findings were that half of the hospitals
and all of the extended-care facilities failed to perform any sample
review of cases which were not in the long-stay category (a statutory
requirement).
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The current statute places upon the intermediary as well as the State
health agency responsibility for assuring that participating hospitals
and extended-care facilities effectively perform utilization review.

Available data indicates that in many cases intermediaries have not
been performing these functions, despite the fact that the Secretary
may not, under the law, mak agreements with an intermediary who
is unwilling, or unable, to assist providers of services with utilization
review functions.

Apart from the problems experienced in connection with their
determinations of "reasonable" charges, the performance of the
carriers responsible for payment for physicians' services under medi-
care has also varied widely in terms of evaluating the medical necessity
and appropriateness of such services. Moreover, ever since medicare
began, physicians have expressed resentment that their medical
determinations are challenged by insurance company personnel. The
committee has concluded that the present system of assuring proper
utilization of institutional and physicians' services is basically in-
adequate. The blame must be shared between failings in the statutory
requirements and the willingness and capacity of those responsible for
implementing what is required by present law.

There is no question, however, that the Government has a respon-
sibility to establish mechanisms capable of assuring effective utilization
review. Its responsibility is to the millions of persons dependent upon
medicare and medicaid, to the taxpayers who bear the burden of
billions of dollars in annual program costs, and to the health care
system.

In light of the shortcomings outlined above, the committee feels
that the critically important utilization review process must be re-
structured and made more effective through substantially increased
professional participation.

The committee believes that the review process must be based on
the premise that only physicians can judge whether services ordered
by other physicians are necessary. The committee is aware of increas-
ing instances of criticism directed at the use of insurance company
personnel and Government employees in reviewing the medical necessity
of services.

The committee generally agrees with the principles of "peer review"
enunciated in the report of the President's Health Manpower Com-
mission, issued in November 1967. That report stated:

Peer review should be performed at the local level with
j)rofessional societies acting as sponsors and supervisors.

Assurance must be provided that the evaluation groups
perform their tasks in an impartial and effective manner.

Emphasis should be placed on assuring high quality of
performance and on discovering and prcventing unsatis-
factory performance.

The more objective the quality evaluation procedures,
the more effective the review bodies can be. To enable greater
objectivity, there should be a substantial program of re-
search to develop improved criteria for evaluation, data
collection methods, and techniques of analysis.'

I Report of the i{ealth Manpower Commission, November i967, p. 48.
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THE COMMITTEE PROVISION

The Committee has provided for a review mechanism through which
practicing physiciais can assume full responsibility for reviewing the
utilization of services. The committee's review mechanism would at
the same time contain numerous safeguards intended to fully protect
the 1)UbliC interest.

The committee provision, would establish broadly based review
organizations with responsibility for the review of both institutional
and outl)atient services, as opposed to the present fragmented review
responsibihties.

The new review organizations would be large enough to take full
advantage of rapidly evolving computer technology, and to minimize
the inherent conflicts of interest which have been partially responsible
for the failure of the smaller institutionally based review organizations.
The review piocess would be made more sophisticated through the use
of professionally developed regional norms of care as guidelines for
reviev activities, as opposed to the present usage of arbitrarily
deterniined checkpoints. The present review process, without norms,
becomes a long series of episodic case-by-case analyses on a subjective
basis which fail to take into account in a systematic fashion the
experience gained through past reviews. The committee believes
that the goals of the review process can be better achieved through
the use of norms which reflect prior review experience.

The committee's bill provides specifically for the establishment of
independent professional standards review organizations (PSRO's)
formed by organizations representing substantial numbers of practic-
ing physicians in local areas to assume responsibility for the review
of services (but not payments) provided through the medicare and
medicaid programs. The Department of Health, Education, and
Welfare endorses this change in law.

Recognizing the problem, on their own, a number of medical socie-
ties and other health care organizations have already sponsored similar
types of mechanisms for purposes of undertaking unified and coordi-
nated review of the total range of health care provided patients.
Additional medical societies are proceeding to set Ui) such organiza-
tions (usually called foundations).

However, in most l)arts of the country, new organizations would
need to be developed.

The committee would stress that physicians—preferably through
organizations sponsored by their local associations—should assume
responsibility for the professional review' activities. Medicine, as a
profession, should accept the task of advising the individual physician
where his patteri of practice indicates that he is overutilizing hospital
or nursing home services, ovcrtreating his patients, or performing
unnecessary surgery.

it is preferable and appropriate that organizations of professionals
undertake review of members of their profession rather than for
Government to assume that role. The inquiry of the committee into
medicare and medicaid indicates that Government is ill equipped to
assure adequate utilization review. Indeed, in the committee's opinion,
Government should not have to review medical determinations unless
the medical profession evidences an unwillingness to properly assume
the task.
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But, the committee does not intend any abdication of public
responsibility or accountability in recommending the professional
standards review organizations approach. While persuaded that com-
prehensive review through a unified mechanism is necessary and that
it should be done through usage, wherever possible and wherever
feasible, of medical organizations, the committee would not preclude
other arrangements being made by the Secretary of Health, Education,
and Welfare where medical organizations are unwilling or unable to
assume the required work or where such organizations function not as
an effective professional effort to assure proper utilization and quality
of care but rather as a token buffer designed to create an illusion of
professional concern.

In a number of areas of the country, carriers and intermediaries—
even though their activity is limited to retrospective review-—are
doing a reasonably effective job of controlling overutilization and
unnecessary utilization of health care services. Such efforts should
not be terminated in any area until such time as a professional
standards review organization has satisfactorily demonstrated the
willingness, operational capacity, and performance to effectively
supplant and improve upon existing review work. Even where the
PSO becomes the paramount review organization, the existing
review, if it is efficient and effective, should not be dismantled, if
the PSRO can benefit by utilizing its experience and services.

Additionally, the committee was impressed with the scope and
results of the review activity and quality control efforts of the New
York City Department of Health vithrespect to medicaid. While
professional standards review organizations should be given priority
in undertaking review responsibility, the present activities of the New
York City Department of Health, and similar public agencies should
not be terminated, or otherwise limited, until such time as pro-
fessional standards review mechanisms are functioning at least
equally as effectively as those of the public agencies. Again, to the
extent the PSRO and the medicare program can benefit from utilizing
the services of such an organization, the PSRO would be empowered
to continue its effectiveness.

ESTABLISHMENT OF PSRO'S

The amendment requires the Secretary of HEW, following consulta-
tion with national, State and local, public and private medical care
organizations, and medical societies, to tentatively designate PSRO
areas throughout the country by January 1, 1972. In smaller or more
sparsely l)opulated States, the designations would probably be on a
statewide basis. Each area, defined in geographic or medical service
area terms, would generally include a minimum of 300 practicing
physicians—in many cases substantially more than that number.
Because of the minimum number of physicians required—intdndle(l
to assure broad, diverse, and objective representation—it is expected
that there will be many multicounty PSRO areas.

Tentative area designations could be modified if, as the system was
placed into operation, changes seemed desirable. The Secretary would
provide prototype plans of organization and operation to prospective
PSRO's in each area. The prototypes would be developed in consulta-
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tion with proposed PSRO's and with various organizations presently
operating comprehensive review mechanisms as well as national, State
ani local, private and public, health organizations.

Priority in designatnrn as a PSRO would be given to organizations
established at local levels representing substantial numbers of rac-
ticing physicians who are willing and believed capable of progressively
assuming responsibility for overall continuing review of institutional
and outpatient care and services. Local sponsorship and operation
should help engender confidence in the familiarity of the review group
with norms of medical practice in the area as well as in their knowledge
of available health care resources and facilities. Furthermore, to the
extent that review is employed today, it is usually at the local level.
To be approved, a PSRO applicant must provide for the broadest
possible involvement, as reviewers on a rotating basis, of physicians
engaged in all types of practice in an area such as solo, group, hospital,
medical school, and so forth.

Participation in a PSRO should be voluntary and open to every
physician in the area. Existing organizations of physicians should be
encouraged to take the lead in urging all their members to Particil)atc
but no physician should be barred from participation because he is
or is not a member of any organized medical group or be required to
join any such group or pay dues or their equivalent for the privilege
of becoming a member of any PSRO nor should there be any dis-
crimination in assignments to perform PSRO duties based on mem-
bership or non-membership in any such organized group of physicians.

Physician organizations or groupings would be completely free to
undertake or to decline assumption of the responsibilities of organizing
a PSRO. If they decline, the Secretary would be empowered to seek
alternative applicants from among other medical organizations, State
and local health departments, medical schools, and failing all else,
carriers and intermediaries or other health insurers. In no case, how-
ever, could any organization be designated as a PSRO which did not have
professional medical competence. And, in no case could any final adverse
determinations by a PSRO with respect to the conduct or provision of
care by a physician be made by anyone except another qualified
physician.

PSRO physicians engaged in the review of the medical necessity for
hospital care and justification of need for continued hospital care must
be active hospital staff members. The purpose here is to assure that
only doctors knowledgeable in the provision and practice of hospital
care will review such care. To the maximum extent feasible, it is
intended that a physician not be involved in the review of care for
the PSRO which was provided in a hospital where h.e has active staff
privileges (except to the extent of his involvement with "in-house"
review acceptable to the PSRO).

The committee expects that the Secretary of HEW will provide
every possible assistance to the PSRO's. The Department would be
required to develop prototype review plans and would be expected
to provide assistance and encouragement in the development of
acceptable review j)lans. Proposals submitted to the Secretary by
prospective PSRO's would be made available, on request, to appro-
priate concerned organizations and individuals who, in turn, would
be free to submit to the Secretary such comments on the proposal as
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might assist his evaluation of the prospective PSRO. The Department
would also be required to develop the capacity to evaluate the l)otential
of review plans proposed by organizations throughout the country, and
with the assistance and advice of the National Professional Standards
Review Council, to monitor on a regular and continuing basis the
l)erformance of the organizations selected through the use of statistical
comparisons and other means of evaluation.

The committee recognizes that proper administration of this pro-
vision will involve substantial administrative effort and expense.
However, over the long run, the PSRO provision, properly imple-
mented, should result in substantial reductions in prograni costs.
The Secretary is expected to take such administrative steps and p'°-
vide all necessary assistance and cooperation to assure that no PSRO
fails because it does not have the means or information required to
perform adequately.

CONDITIONAL STATUS OF PSRO'S

A qualified PSRO applicant would be approved on a conditional
basis for a penoci of approximately 2 years (llIrmg which it would
develop and expand its review activities and capacity. During the
conditional period, existing medicare and medicaid review operations
would also continue so as to provide backup and standby capacity in
the event a PSRO encounters difficulties or is terminated. At the end
of the conditional period, where the PSRO has satisfactorily (lemon-
strated its effectiveness in review, the Secretary would have authority
to waive any other professional review requirements imposed under
the law and regulations.

Medicare and medicaid claims-paying agencies would be expected
to abide by final decisions of the PSRO during this trial period.
Placing reliance on the PSRO decision during the trial period
is necessary to j)ermit an accurate appraisal of the effectiveness
with which the conditionally approved PSRO's could be expected to
exercise the review function in the absence of concurrent review by
others.

As noted, once an organization is accepted as a PSRO the Secretary
would regularly evaluate its performance using statistical comparison
and other means of evaluation including the findings and recominenda-
tions of the statewide and national professional standards review
councils established under the amendment. Where performance of an
organization was determined to be unsatisfactory, and timely efforts
to bring about its improvement failed, the Secretary could terminate
its participation after appropriate notice and opportunity for admin-
istrative hearing. A finding, for example, that one PSRO was accepting
without question substantial numbers of requests which other appar-
ently well-run PSRO's were generally investigating and denying would
be expected to result in termination of the agreement with the former
PSRO unless the situation is justifiec by factors related to medical
necessity or unless reasonable action to correct the problem is under-
taken.

The committee anticipates that professional standards review orga-
nizations will function in effective and dedicated fashion under the
guidance of concerned physicians. In instances where there might be
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only nominal or half hearted performance, it would be expected that
necessary remedial action would be promptly taken through the initia-
tive of the medical profession and, failing that, by the Secretary of
Health, Education, and Welfare.

If the Secretary found it necessary to replace a review organization,
as a first step he would consult with other review organizations in the
State invOlve(l as well as with the State medical society to determine
whether another local organization or an organization sponsored by
the State society itself was willing and capable of undertaking review
responsibility in the geographic area concerned. In the event that such
was not the case, lie could then contract with State or local health
departments or employ other suitable professional means of assuring
the necessary review activity in the area.

RESPONSIBILITIES OF A PSRO

A professional standards review organization would have the re-
sponsibility of determining—for purposes of eligibility for medicare
and medicaid reimbursement—whether care and services provided
were: first, medically necessary, and second, provided in accordance
with professional standards. Additionally, the PSRO where medically
appropriate, would encourage the attending physician to utilize less
costly alternative sites and modes of treatment. The PSRO would not
be involved with questions concerning the reasonableness of charges
or costs or methods of payment nor would it be concerned with internal
questions relating to matters of managerial efficiency in hospitals or
nursing homes except to the extent that such questions substantially
affect patterns of utilization. The PSRO's responsibilities are confined
to evaluating the appropriateness of medical determinations so that
medicare and medicaid payments will be made only for medically
necessary services which are provided in accordance with professional
standards of care.

The local professional standards review organization would be pri-
marily responsible for review of all medicare and medicaid services
rendered or ordered by physicians in its area. The purpose of the provi-
sion is to establish a unified review mechanim for all health care
services under the aegis of the principal element in the health care
equation, the physician. Christian Science practice, however, would
not be encompassed in the overall review and review arrangements
required of a PSRO.

In carrying out its responsibilities the PSRO would be required to
regularly review provider and practitioner profiles of care and service
(that is, the patterns of services delivered to medicare and medicaid
beneficiaries by individual health care practitioners and institutions)
and other data to evaluate the necessity, quality, and appropriateness
of services for which payment may be made under the medicare and
medicaid programs.

The PSRO would be expected to analyze the pattern of services
rendered or ordered by individual practitioners and providers and to
concentrate its attention on situations in which unnecessary, sub-
standard, or inappropriate services seem most likely to exist or occur.
Emphasis in review efforts would be related to the results expected to
be achieved by these efforts so that the net advantage from the review
time would be maximized.

52—149 0—70----—11
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The Secretary would be responsible for determining the most effi-
cient means of developing the profiles of services and other necessary
data required.

A PSRO would have authority to approve the medical necessity of
all elective hospital admissions in advance—solely for the purpose oi
determining whether medicare or medicaid will pay for the care. The
PSRO would be authorized to acknowledge and accept, in whole or
in part, an individual hospital's own review of admissions and need
for continued care, on a hospital-by-hospital basis, where it has deter-
mined that a hospital's "in-house" review is effective. It is expected
that where such "in-house" review is effective this authority would
be exercised by the PSRO. Similarly, a Professional Standards Review
Organization would be authorized to acknowledge and accept for its
purposes, review activities of local medical societies, or other medical
organizations, including those internal review activities of comprehen-
sive prepaid group practice programs such as the Kaiser Health plans
and the Health Insurance Plan (H.I.P.) in New York. In order to
assure the broadest possible participation in PSRO activities by phy-
sicians in an area, it is expected that internal review activities will
not be accepted by a PSRO where the physicians of the institution or
medical organization concerned do not participate in the overall review
activities conducted by the PSRO. Thus an institution or medical
organization which is carrying out effective review would bring its
desirable expertise to the benefit of the entire community, to the ex-
tent that the Professional Standards Review Organization finds those
review activities and experience effectively assist in fulfilling its over-
all rsponsibilities.

The purpose here is to build upon and encourage improvement in
existing systems of review to the extent those systems are capable of
assisting in fulfilling the overall responsibilities of a PSRO. Thus
effective review mechanisms would be recognized and encouraged by
the PSRO. Of course, PSRO's would use this authority carefully. In-
discriminate acceptance of hospital and other review activities would
undoubtedly be reflected in an overall poor performance rating when
a PSRO was measured against other PSRO's operating in careful
fashion. A poor rating could, in turn, lead to termination and replace-
ment of the negligent PSRO. Where advance approval was required
and provision of services was disapproved in advance of admission
by the PSRO, payment for the services could not be made under
medicare or medicaid (unless the disapproval was reversed in the
course of reconsideration, hearing, or court review). In case of advance
review the institution and the patient alike would know in advance
whether medicare will pay for the health care services being contem-
plated although denial of certification for admission would not bar
admission of any patient to an institution if his physician desires to
admit him and if the institution accepts his admission. In this regard,
medicare parallels private health insurance where a l)rivate policy
issuer might determine that the care proposed or rendered was not
reimbursable under the terms of the policy. In such cases, the provider
or practitioner looks to the policyholder for payment directly.

Where advance approval by the review organizations for institu-
tional admission was required and provision of the services was
approved by the PSRO, such approval would provide the basis for a
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presumption of medical necessity for purposes of medicare and medic-
aid benefit payments. However, advance approval of institutional
admission would not preclude a retroactive finding that ancillary
services (not specifically approved in advance) provided during the
covered stay were excessive.

The PSRO, where it has not accepted in-house review in a given
hospital as adequate, would be responsible for reviewing certifications
of need for continued hospital care beyond professionally determined
regional norms directly related to patients' age and diagnoses, using
criteria such as the types of data developed by the Commission on
Professional and Hospital Activities, which is sponsored by the Ameri-
can Hospital Association, the American College of Physicians, and the
American College of Surgeons. It is expected that such certification
would generally be required not later than the point where 50 percent
of patients with similar diagnoses and in the same age groups have
usually been discharged. However, it is recognized that there are
situations in which such stays for certain diagnoses may be quite
short in duration. In such situations the PSRO might decide against
requiring certification at or before the expiration of the period of
usual lengths of stay on the grounds that the certification would be
unproductive; for example, when the usual duration of stay is two days
or less. Certification on the first day of stay might yield no significant
advantage in the review process.

This professionally determined time of certification of need for
continued care is a logical checkpoint for the attending physician and
is not to be construed as a barrier to further necessary hospital care.
Neither should the use of norms as checkpoints, nor any other activity
of the PSRO, be used to stifle innovative medical practiceor pro-
cedures. The intent is not conformism in medical practice—the objec-
tive is reasonableness.

PSRO disapproval of the medical necessity for continued hospital
care beyond the norm for that diagnosis will not mean that the
physician mUst discharge his patient. The physician's authority to
decide the date of discharge as well as whether his patient should be
admitted in the first place cannot be and are not taken from him by
the PSRO. The review responsibility of the PSRO is to determine
whether the care should be paid for by medicare and medicaid. By
making this determination in advance the patient, the institution, and
the physician will all be forewarned of the desirability of making
alternative plans for financing the care being contemplated.

OPERATION OF A PSRO

It is expected that a PSRO would operate in a manner which
conserves and maximizes the productivity of physician review time
without unduly .imposing on his l)rinciPal function. the provision of
health care services to his own patients. One way to conserve physi-
cian review time is through automated screening of claims by corn-
puters and other devices used in the claims process carried out under
specifications set forth by the PSRO. Another way to conserve
physician time would be through the use of other qualified personnel
such as registered nurses who could, under the direction and control
of PSRO physicians, aid in assuring effective and timely review.
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Arid as already pointed out, a third is by utilizing the services of
active and conscientious utilization review committees in hospitals
and in local medical organizations.

It is expected that the Secretary will develop necessary procedures
for coordination between medicaid agencies, medicare carriers and
intermediaries and the PSRO's. The profiles presently maintained
under existing regulations by the State agencies, carriers and inter-
mediaries would be made available to the PSRO's. Following com-
pletion of the conditional J)eriod of PSRO designation the Secre-
tary would be authorized to waive any control or review activity
required by law which he determines to be unnecessary in view of the
review and control activities assumed by and effectively performed by
a PSRO. Thus, the PSRO activity would be fitted into the medicare-
medicaid process with an eye to efficiency in the system.

Existing medical organizations, such as the San Joaquin and
Sacramento Medical Foundations in California, and others have
developed patient and practitioner profile forms and approval certifica-
tion methods which may provide the bases for development of uniform
data gathering and review procedures capable of being employed in
many areas of the Nation. The committee expects that the Secretary
in conjunction with various medical and other organizations, would
assist the local professional standards review organizations through
providing them with model operational guides, forms and methodology
descriptions. To the greatest extent possible, standardized forms and
procedures should be utilized by the local review organizations, Of
course, this approach would not preclude acceptable modification and
adaptation to meet local circumstances, but basic formats should be
established for national usage and basic comparable data for inter-
PSRO comparisons should be developed.

It is expected that economical and efficient computer and other
resources already existing in carriers and intermediaries would be
utilized to the greatest extent feasible and that operations would be
consolidated and coordinated wherever possible. In a similar fashion,
the PSRO should use the established communication channels of
State and local medical associations to keep practicing physicians
fully informed of review activities.

The committee would stress that the approach recommended does
not envisage Blue Cross or Blue Shield or other insurance organiza-
tions or hospital or medical association review committees, assum-
ing the review responsibilities for the professional standards review
organizations. Where Blue Cross or Blue Shield or other insurers,
or agencies have existing computer capacity capable of producing
the necessary patient, practitioner, and provide profiles on an ongoing
expeditious and economical basis, it would certainly be appropriate
to employ that capacity as a basic tool for the rrofessional standards
review organizations; but that mechanism would be employed es-
sentially to feed computer printouts to the review organizations which
would be responsible for their evaluation. The responsibility for
handling requests for such prior approval of hospital admissions,
elective procedures and services as might be required, as well as
the administrative mechanism for processing such requests, would
lie with the professional standards review organizations.
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It is expected that PSRO's would make specific arrangements with
groups representing substantial numbers of dentists for necessary
review of dental services.

PSRO's would be authorized to retain and consult with other types
of health care practitioners to assist in reviewing services which their
fellow practitioners l)rovide. In the event it was not feasible or appro-
priate to undertake review arrangements with such a group, arrange-
ments may be made with a qualified practitioner for necessary review
referrals. However, physicians should not be precluded—in fact they
should be encouraged—to participate in the review of services ordered
by physicians but rendered by other health care practitioners. For
example, physical therapists may be utilized in the review of physical
therapy services, but physicians should determine whether the services
should have been ordered. The PSRO would be responsible for seeing
to it that any arrangement it made was carried out effectively.

Expenses reasonably and necessarily incurred by the PSRO's,
statewide councils and advisory groups and the national council
would be borne by the Federal Government. Since overutilization of
health services is not restricted to medicare and medicaid but affects
private health insurance as well, the PSRO would be at liberty to
provide its review services to private health insurers provided the
additional review efforts do not deteriorate the quality of the medicare-
medicaid reviews. In such a case, there would be a proportionate
allocation of costs between medicare, medicaid, and others served by
the review organization.

Employees of the PSRO would be selected by the organization and
would not be Government employees. Where the Federal Government
has paid for or supplied necessary equipment to the review organiza-
tions, title to such property would remain with the Government.

A PSRO agreement would include provision for orderly transfer
of medicare and medicaid records, data and other materials developed
during the trial period to the Secretary or such successor organization
as he might designate in the event of termination of the initial agree-
ment. Such transfer would involve only those records pertinent to
medicare and medicaid patients and would be made solely for pur-
poses of permitting orderly continuity of review activities• by a
successor PSRO.

SANCTIONS AND LIABILITY

It is anticipated that in those areas where professional standards
review organizations function effectively, the need for sanctions will
be minimal. However, sanctions are provided under the amendment
to deter improper activity.

On the basis of its investigations of situations of possible abuse
identified in its own review or referred to it by the Secretary or his
administrative agents, the PSRO would (after reasonable notice and
opportunity for discussion with the practitioner or provider involved)rcorrmend to the Secretary appropriate action against persons
responsible for gross or continued overuse of services, for use of
services in an unnecessarily costly manner, or for inadequate quality
of services and would act to the extent of its authority and influence
to correct improper activities.
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In determining responsibility for overuse of services, uneconomical
use of services or the provision of substandard services, the PSRO
would take into account actual ability of the provider or physician
to control the activities in question.

Where a review organization finds that voluntary and educational
efforts fail to correct or remedy an improper situation with respect
to a practitioner or l)rOVider, it would transmit its recommendations
concerning sanctions through the statewide council to the Secretary
of HEW. Protective appeals procedures are afforded to those against
whom sanctions have been recommended. Where he receives such a
recommendation, the Secretary could terminate or suspend medicare
and medicaid payment for the services of the practitioner or provider
involved, or assess an amount reasonably related to the excessive costs
to the programs deriving from the acts or conduct involved—but not
to exceed $5,000 against persons or institutions found to be at fault.
In such cases the practitioner or provider would be granted a hearing
by the Secretary on request and could seek judicial review of the final
determination of the Secretary.

The amendment provides protection from civil liability for those
engaged in required review activities, or who provide information to
PSRO's in good faith, for actions taken in the proper performance
of these duties. Activities taken with malice toward a practitioner or
institution, or group of practitioners would not be considered action
taken in the l)F01)F performance of these duties. In addition, physi-
cians, providers, and others involved in the delivery of care, would be
exempt from civil liability arising from adherence to the recommenda-
tions of the review organization provided they exercise due care in the
performance of their functions. The intention of this provision in the
amendment is to remove any inhibition to proper exercise of PSRO
functions, or the following by J)ractitioners and providers, of standards
and norms recommended by the review organization.

Thus, a physician followingpractices which fall within the scope
of those recommended by a PSIO would not be liable, in the absence
of negligence in other respects for having done so.

Failure to order or provide care in accordance with the norms em-
ployed by the PSRO is not intended to create a legal presumption of
liability.

The exemptions from civil liability would apply to a range of
patterns which fall within the scope of the norm, to the extent that
such a range is considered acceptable by the PSRO in accordance with
regulations of the Secretary. For example, the usual length of stay for a
given illness might be six days, but an individual practitioner might
only hospitalize his patient for four days. In this case the doctor
might be motivated to keep his patient in the hospital for an extra
two days to assure himself of exemption from liability. However, as
described above, the PSRO could approve a range of norms, each of
which was considered medically acceptable by the PSRO which could
encompass a hospital stay of four days as being sufficient. It. is not
intended, however, that this protection preclude the liability of any
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person who is negligent in performing PSRO functions or who mis-
applies or causes to be misapplied the professional standards promul-
gated by a review organization.

A physician or provider should not be relieved of responsibility
where standards or norms are followed in an inappropriate manner
or where an incorrect recommendation by the PSRO is induced
through provision of erroneous or incomplete information.

Objective and impartial review must be provided by a professional
standards review organizatiOn if it is to be effective and respected.
Malice, vendettas, or other arbitrary and discriminatory practices or
policies are by definition "nonprofessional," and in the unlikely event
of such occurrences the Secretary of Health, Education, and Welfare
is expected to promptly act to terminate the contract with the
organization involved unless it immediately undertakes voluntary
corrective measures.

STATE AND NATIONAL ORGANIZATIONS

Under the amendment statewide professional standards review
councils (and an advisory group to each council) would be established
in States which have three or more PSRO's. A council would consist
of one representative from each PSRO, two physicians designated
by the State medical society, two physicians designated by the State
hospital association, and four persons, knowledgeable in health care,
selected by the Secretary as public representatives. Two of the public
representatives would be selected from nominees recommended by the
Governor of the State.

A statewide council would serve to coordinate the activities of the
PSRO's within the State, disseminate information and other data to
them and review the overall effectiveness of each of the PSRO's
operations. The council would be advised and assisted in its activities
by an advisory group consisting of representatives of health care
practitioners (other than physicians) and health care institutions.

Completing the structure, a national professional standards re-
view council would be established. That council would consist of 11
physicians of recognized standing and distinction in the review of
medical practice who would be appointed by the Secretary. A majority
of the members would be selected from nominees of national organiza-
tions representing practicing physicians. The council would also in-
clude physicians nominated by consumer groups and other health care
interests such as hospitals. The national council would arrange for the
collection and distribution of data and other information useful to the
statewide and local professional standards review organizations; par-
ticularly, norms of care employed in various geographic or medical
service areas and various methods of utilizing and applying those
norms. The national council would also report regularly to the Secre-
tary and to the Congress on the overall and area-by-area effectiveness
of the review program and offer such recommendations as it might
have for improvement of the program.

DEMONSTRATION OF PSRO UNDERWRITING

The committee amendment authorizes the Secretary on a demon-
stration basis to enter into agreements with willing PSRO's to test the
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feasibility and potential economies which might be gained through
allowing PSRO's to underwrite and assume responsibility for payment
for medicare and medicaid claims. These demonstrations are worthy
of trial; the arrangements are such that physicians involved would
have economic incentives to practice efficiently and effectively. En a
demonstration program, a PSRO would undertake responsibility for
review and the arranging of payment for all care and services for
which beneficiaries or recipients in its geographic area were eligible.
The PSRO could be reimbursed on a capitation, prepayment, insured,
or related basis. Contracts would be entered into on a 1-year renewable
incentive basis.

ROLE OF THE INSPECTOR GENERAL

Properly established and properly implemented throughout the
Nation, professional standards review mechanisms can help relieve
the tremendous strain which soaring health costs are placing upon the
entire population. Emphasis, wherever possible, upon the provision of
necessary care on an outpatient rather than inpatient basis could
operate to reduce need for new construction of costly hospital facilities.
Hospital bed need would be further reduced by reductions in lengths
of hospital stay and avoidance of admission for unnecessary or
avoidable hospitalization.

To be effective, the Professional Standards Review Organization
provisions will require full and forthright implementation. Equivoca-
tion, hesitance, and half-hearted compliance will negate the intended
results from delegation, with appropriate public interest safeguards,
of primary responsibility for professional review to nongovernmental
physicians. For these reasons, the committee expects that, the In-
spector General for Health Administration (whose office is estab-
lished under another amendment) will give special attention to mon-
itoring and observing the establishment and operation of the pro-
fessional standards review organizations to assure conformance and
comp] iance with congressional intent.

PRoFIciENcY TESTING FOR HEALTH PERSONNEL

(Sec. 264 of the bill)

Under present law, the Secretary establishes various health and
safety criteria as conditions for the participation of providers of service
in the medicare program. In setting these standards it is necessary to
establish criteria for judging the professional competency and qualifica-
tions of key personnel in these health facilities. Medicare and medicaid
regulations have relied heavily on formal training courses and profes-
sional society membership in judging professional competency.

In the report of this committee on the Social Security Amendments
of 1967, (II. R. 12080) the committee agreed with the Secretary that
appropriate criteria as prima facie evidence of competence are neces-
sary. However, the committee expressed concern that reliance solely on
specific formal education or training, or membership in private profes-
sional organizations might serve to disqualify people whose work
experience and training might make them equally or better qualified
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than those who meet the existi requirements. The committee
pointed out in 1967 that kilure I: !iutke the fullest. use of competent
1ia.ltli personnel was of 1ia.tt1cnl;u mcern because 0f the shortage of
such pesoiiuel.

In 1967, the committ ( Je(oInlflt2it(lOd that the Secretary of health,
Education, and Welfare eiisult ' •' appropriate professional health
organizations and State health agencies and, to the extent feasible,
explore, develop, and apply appropriate means—including testing
procedures—for deternii ii ng the proficiency of health care personnel
otherwise disqualified or lunited in responsibility under regulations of
the Secretary. Moreover, the committee instructed the Secretary to
encourage and assist )rogram.s (lesigned to upgrade the capabilities of
those not sufficiently skilled to qualify initially but who could perform
satisfactorily and qualify on a proficiency basis with relatively little
additional training.

However, despite that formal instruction and expectation of the
committee the Department of Health, Education, and Welfare has
since 1967 continued to rely almost entirely on formal training and
professional society membership in measuring the qualifications of
health care persoine1. The Department has taken little or no action,
except with respect to directors of clinical laboratories, in developing
proficiency testing and training courses. The personnel problems
which existed in 1967 and which the committee sought to alleviate,
have been aggravated as a result of the Department's continued
inaction.

The Medical Services Administration issued a ruling effective July
1, 1970, concerning licensed practical nurses in skilled nursing homes
participating in medicaid. Nursing homes, according to the ruling,
must have as charge nurses for each shift (other than the day shift
which requires a registered nurse) a registered nurse or a licensed
practical nurse, with a degree from a State-accredited school or its
equivalent. There is an acute shortage of nursing personnel, and many
hundreds of nursing homes have been covering some shifts with "waiv-
ered" practical nurses. These are practical nurses, who do not have
the required formal training, and who, in many States, have been li-
censed on a waivered basis. Undoubtedly, a substantial proportion of
these practical nurses have years of experience and are competent;
obviously, other waivered practical nurses are not competent to
serve as charge nurses.

As noted, the Department of Health, Education, and Welfare has
taken no action since 1967, in developing proficiency testing or
short-term supplemental training for these personnel, and conse-
quently, many otherwise qualified nursing homes are being, or soon
may be, forced out of the program because of their inability to locate
a registered nurse or a licensed practical nurse.

Problems somewhat simiiarto those confronting waivered licensed
practical nurses exist with respect to physical therapists, medical
technologists, and psychiatric technicians.

The committee has, therefore, included an amendment which
requires the Secretary to explore, develop, and apply appropriate
means of determining the proficiency of health personnel disqualified
or limited inresponsibility under present regulations. The committee
expects that the Secretary will regularly report to it and to the
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Committee on Ways and Means of the House of Representatives
concerning the Department's progress in this area.

The committee would emphasize again its concern that only
qualified personnel be utilized in providing care under medicare and
medicaid. However, appropriate methods and procedures are capable
of being promptly developed and applied to determine qualifications
and to upgrade skills to qualifying levels. The committee does not
advocate "grandfathering" of poorly equipped health care J)erSOflflel
nor does it advocate usage of arbitrary and inflexible cut-off standards
of qualification which rule out of program participation many competent
personnel

Determinations of proficiency will not apply with respect to per-
sonnel initially licensed by a State or seeking initial qualification as a
health care person after December 31, 1975. Such individuals will be
expected to meet appropriate formal training criteria. But (luring the
5-year duration of the program of proficiency determinations, prospec-
tive health care personnel and educational institutions should have
adequate time and opportunity to plan and arrange for proper and
acceptable training.

The amendment would be effective upon enactment.

INSPECTOR-GENERAL FOR HEALTH ADMINISTRATION

(Sec. 265 of the bill)

Based upon its years of inquiry and extensive examination of the
medicare and medicaid programs, the committee found that these
programs have suffered from the lack of a dynamic and ongoing
mechanism with specific responsibility for continuing review of
medicare and medicaid in terms of the effectiveness of program
operations and compliance with congressional intent.

While the Comptroller General and the Department of Health,
Education, and Welfare's Audit Agency have done some valuable
and helpful work along the above lines, there is a pronounced nee(l for
vigorous day-to-day and month-to-month monitoring of these pro-
grams, which now cost $15 billion annually, conducted by a unit
relatively free of constant pressures from various nonpublic interests
at a level which can promptly call the attention of the Secretary and
the Congress to important problems and which is charged with
authority to remedy such problems in timely, effective, and fully
responsible fashion.

To achieve the above objectives, the committee has approved an
amendment which would establish an Office of Inspector General for
Health Administratioii in the Department of Health, Education, and
Welfare.

The responsibilities and role envisaged for the Inspector General
for.Health Administration are essentially patterned after the successful
approach employed in the Agency for International Development and
the investigative and reporting responsibilities, with respect to con-
gressional requests, required of the U.S. Tariff Commission.

The Inspector General would be provided with authority sufficient
to assure that medicare and medicaid function as Congress intends.

He would be appointed or reappointed by the President with the
consent of the Senate for a term of 6 years. A Deputy Inspector
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General and such additional personnel as are necessary to carry out
the functions of the Inspector General's office are also authorized.

The Inspector General is to report directly to the Secretary of
HEW and in carrying out his responsibilities he is not to be under the
control of, or subject to supervision by, any officer of HEW other than
the Secretary.

The Inspector General will have the duty and responsibility of
arranging, conducting, or directing reviews, investigations, inspections,
and audits of medicare, medicaid, and any other programs of health
care established under the Social Security Act as he considers neces-
sary for determining—

(a) Efficiency and economy of administration;
(b) Consonance with provisions of law; and
(c) The attainment of the objectives and purposes for which

the provisions of law were enacted.
He will be required to maintain continuous observation and review

of the programs to determine the extent to which they comply with
applicable laws and regulations and to evaluate the extent to which
the programs attain the legislative objectives and purposes. The
Inspector General is to make recommendations for correction of
deficiencies or for improving the organization, plans, procedures, or
administration of the health care programs.

In carrying out his duties, the Inspector General will have access
to all records, reports, audits, reviews, documents, papers, recom-
mendations, or other material of or available to the Department of
Health, Education, and Welfare which relate to the health care
programs. The head of any Federal department, agency, bureau,
office, et cetera, would also, upon his request, provide any information
which the Inspector General determines would assist in the carrying
out of his responsibilities.

The Inspector General will have authority to suspend any regula-
tion, practice, or procedure employed in the administration of any of
the health care programs if he determines (as a result of any study,
investigation, review, or audit) that the suspension will promote
efficiency and economy in the administration of the program, or that
the regulation, practice, or procedure involved is contrary to or does
not carry out the objectives and purposes of applicable provisions of
law. Any suspension would remain in effect until an order or reinstate-
ment was issued by the Inspector General except that the Secretary
might, at any time subsequent to 30 days after such suspension of a
proposed regulation, issue an order revoking the suspension. The
Secretary might immediately revoke (so as to render ineffective and
inoperative) any suspension ordered with respect to an existing
regulation.

The Inspector General could submit to the Committees on Ways and
Means and Finance such reports relating to his activities as he deemed
appropriate. He would, upon the request of either committee for any
information, study, or investigation relating to, or within his responsi-
bilities, cause such information to be furnished and such study or inves-
tigation to be undertaken. When the Inspector General issued any
order of suspension or reinstatement, he would promptly notify the
Committees on Ways and Means of the House of Representatives and
the Committee on Finance of the Senate of the order, and submit to
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them information explaining the reasons for suspension or lifting of
suspension. Where the Secretary terminates an order of suspension is-
sued by the Inspector General he, is required also to submit an expla-
nation of his reasons to the two committees.

The Committee on Finance is convinced that this new office, with
lines of communication direct to the Secretary of the Department
and to the concerned committees of Congress, will make a major—
and badly needed—contribution to the efficiency of the massive
Federal health programs reflected in the medicare and medicaid
statutes. Armed as he would be with authority to suspend a regulation,
practice, or procedure which he finds is not in harmony with congres-
sional intent, or which will, in his considered opinion, lead to ineffi-
ciency or waste, the voice of the Inspector General will be given.
great weight in the highest decision making councils of the Department.

Expenses of the Inspector General are authorized in such amounts
as arc necessary to carry out the purposes of the amendment with
the Secretary of HEW allocating proportions of the total amount
to the various health care programs and trust funds involved.

The Inspector General may make confidential expenditures of up to
$50,000 in any fiscal year, except that not more than $2,000 may
ever be paid with respect to any one individual. He would submit an
annual confidential report of any such expenditures to the Committee
on Finance and to the Committee on Ways and Means.

The amendment is effective upon enactment.

INCREASE IN MAXIMUM FEDERAL MEDICAID MATCHING
FOR PUERTO RICO

(Sec. 266 of the bill)

At present, Federal matching funds for Puerto Rico's medicaid
expenditures are at a rate of 50 percent, except that the total amount
of Federal funds may not exceed $20 million in any fiscal year.

The committee believes that the $20 million Federal maximum on
medicaid payments to Puerto Rico should be adjusted to reflect the
rise in hospital and health care costs, as well as the increase in the
number of persons eligible for medicaid since 1967, when the ceiling
and matching rate were established.

The committee recognizes the efforts made by Puerto Rico to pro-
vide comprehensive health care. Among the 54 jurisdictions with
medicaid programs, Puerto Rico ranks 13th in expenditures per in-
habitant for medical assistance. Because Puerto Rico spends consider-
ably more on its medicaid program than the $20 million necessary to
receive full Federal matching, the Federal share of Puerto Rico's
title XIX program was only about 35 percent in fiscal year 1969.

The committee therefore provided that the Federal ceiling on title
XIX payments to Puerto Rico be increased to $30 million effective
with fiscal year 1972 and fiscal years thereafter. The 50 percent
Federal matching rate would remain unchanged.
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EARLY AND PERIODIC DIAGNOSIS AND SCREENING

(Sec. 267 of the bill)

Under section 1905(a)(4)(B) of the Social Security Act, States are
required to provide diagnostic and screening services for all medicaid
eligibles under 21. The committee has been advised that the Depart-
ment of Health, Education, and Welfare has delayed issuance of
regulations required to implement the above section because of the
great cost which full implementation and application of the screen-
ing requirement would entail for both the Federal and Stite Govern-
ments.

The committee has included an amendment under which young
children eligible for medicaid may be given priority in the provision
of periodic diagnosis and screening. The Secretary would be au-
thorized to establish, through regulations, orderly priorities for
implementation of section 1905(a)(4)(B), giving initial priority in
the provision of early and periodic diagnosis, screening and treat-
ment to young children where States are unable to provide these
services to their entire eligible population under 21.

The committee believes that the establishment of priorities will
permit orderly and graded implementation of the requirement in all
States.

The amendment is effective upon enactment.

MEDICAiD COVERAGE OF MENTALLY-ILL CHILDREN

(Sec. 268 of the bill)

Under present law, medicaid payments for the mentally-ill in public
mental institutions are generally limited to persons age 65 or over.

The committee amendment would authorize Federal matching
under medicaid to also include eligible children, ag 21 or under,
receiving active care and treatment in an accredited institution for
mental diseases. The definitions of active care and treatment and
accredited mental institutions are those applicable to psychiatric insti-
tutional care under the medicare program. An appropriate "mainte-
nance of effort" pr9vision is included to assure that the new Federal
dollars are utilized to improve and expand treatment of mentally-ill
children.

The committee believes that the nation cannot make a more com-
passionate or better investment in medicaid than this effort to restore
mentally-ill children to a point where they may very well be capable
of rejoining and contributing to society as active and constructive
citizens.

The effective date of the amendment is July 1, 1971.
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CONSULTANTS FOR EXTENDED CARE FACILITIES

(Sec. 27O of the bill)

Among the conditions of participation for extended care facilities
in the medicare program is the requirement that these facilities retain
consultants in specialty areas such as the maintenance of medical
records and the formulation of policies governing the provision of
dietary and social services. Reimbursement is made to eacti facility
only for that portion of the costs of the consultants' services repre-
senting services provided to medicare patients. For example, if 20
percent of the patient days in an extended care facility are medicare
and the remaining 80 percent are medicaid patient days, the facility
can recover only 20 percent of the costs of the consultants' services
from the medicare program. The remaining 80 percent of the cost
must come from the fixed per diem payment made by the State for
medicaid patients.

The committee is aware that in many parts of the country con-
sultants in these particular specialty areas are in short supply, com-
petition for their services is intense, and the cost of retaining them on
a per diem basis is often prohibitive for many extended care facilities.
In some cases, the difficulty encountered by an extended care facility
in retaining and paying for a consultant is compounded by the fact
that a large number of the facility's patients are on medicaid. Often
the State has provided similar consultative services for these medicaid
patients, and no additional medicaid allowance can be made for the
outside consultants employed to meet the medicare conditions of
participation.

Under the committee bill those State agencies that are able and
willing to provide these specialized consultative services for medicare
patients in an extended care facility which requests them, would be
authorized to do so, subject to approval by the Secretary. The provi-
sion of consultative services by the State agency on this basis would
satisfy the medicare requirements relating to the use of consultants in
the appropriate specialty areas. Payment by medicare would be made
directly to the State agency for the costs incurred in rendering the
consultative services. The State agency would be authorized to limit
the availability of these services, consistent with its own assessment of
available resources and needs.

This approach is in reality an extension of present responsibilities,
since State agencies have had a consultative as well as a certifying role
in medicare.

The amendment should result in lower costs to the medicare program
as the consultants would be salaried employees of the State. It should
also lead to more effective use of scarce personnel. Finally, determina-
tion of compliance by a facility with the required consultative services
would be substantially simplified through verification at a single
source—the State agency—rather than with a multiplicity of 'mdi-
vidual and scattered consultants.

The amendment is effective upon enactment.
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TERMINATION OF NURSING HOME ADMINISTRATOR'S ADVISORY
COUNCIL, DECEMBER 31, 1970

(Sec. 271 of the bill)

The 1967 Social Security Amen4ments required State licensure of
nursing home administrators. The statute also established the National
Advisory Council on Nursing Home Administration in order to study,
develop, and advise the Secretary and the States concerning matters
relating to the qualifications, training, and other areas related to a
proper program of licensure. The Council was scheduled to terminate
on December 31, 1971.

The committee has noted, however, that the Council has essentially
completed its work and has passed a resolution to that effect. There-
fore, the committee included an amendment providing for termination
of the National Advisory Council on Nursing Home Administration
as of December 31, 1970. It is expected that the existing Medical
Assistance Advisory Council would assume responsibility for any
continuing need for advice and assistance with respect to licensing of
nursing horn e administrators.

MAINTENANCE or Erroirr—MEDICAID

(Sec. 272 of the bill)

Pursuant to section 1902(d) of the Medicaid statute a State cannot
reduce its ezpenditures for the State share of medicaid from one year
to the next. Failure to comply with this requirement means ineligi-
bility for Federal medicaid matching.

The committee has been concerned about the effect of section 1902
(d) on States which may be faced with fiscal crises.

The State of Missouri has a particularly immediate and urgent
fiscal problem and is unable to meet the 1902(d) requirements.

Many needy people would be denied necessary care in Missouri if
its medicaid plan is formally found out of compliance with section
1902(d). Therefore, the committee amendment would exempt the
State of Missouri from the application of section 1902(d) (1) retro-
active to July 1, 1970.

Further, the committee believes that the maintenance of effort pro-
vision in medicaid now functions as a barrier to orderly development
and operation of State programs, and that the States are best able
to determine the changing need of their people. For these reasons the
committee has provided for repeal of section 1902(d) upon enactment.

PENALTIES FOR FRATJDTJLBNT ACTS AND FALSE REPORTING UNDER
MEDICARE AND MEDICAm

(Sec. '273 of the bill)

Under present law, a false statement or representation of a material
fact in any application for payment under social security programs
is defined as a misdemeanor and carries a penalty of up to one year of
imprisonment, a fine of $1,000, or both.
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The committee believes that a specific provision defining acts sub-
ject to penalty under the medicare and medicaid programs should be
included to provide penalties for certain practices which have long
been regarded by professional organizations as unethical, as well as
unlawful in some jurisdictions, and which contribute appreciably to
the cost of the medicare and medicaid programs. Thus, under the
committee bill, the criminal penalty provision would include such
practices as the soliciting, offering, or accepting of kickbacks or bribes,
including the rebating of a portion of a fee or charge for a patient
referral, involving providers of health care services. (Another amend-
ment in title VI of this bill revives the Federal income tax statutes
to deny a tax deduction with respect to such payments.) Under the bill,
the penalty for such acts, as well as false statements or representations
of material facts in any application for payment tinder the medicare
and medicaid programs, would be a fine of $10,000, one year of im-
prisonment, or both.

Continuing investigation and review of reports by the committee
have indicated that false statements may have been made by individ-
uals and institutions with respect to health and safety conditions
and operating conditions in health care facilities in order to secure
approval for participation in the medicare and medicaid programs.

While the numbers of different individuals and institutions involved
in such fraud may not be large in relation to the number participating
in the program, the committee believes that a specific penalty for
such acts should be provided to deter the making or inducing of such
statements. Consequently, the committee bill includes a specific pro-
vision under title XVIII and title XIX of the Social Security Act
whereby anyone who knowingly and willfully makes, or induces or
seeks to induce, the making of a false statement of material fact with
respect to the conditions and operation of a health care facility or
agency in order to secure certification or approval to participate in
the medicare and medicaid programs will be subject to imprisonment
for up to 6 months, a fine not to exceed $2,000, or both.

The amendment is effective upon enactment.

PUBLIC DIsCLosuRE OF INFORMATION CONCERNING AN INSTITUTION'S
DEFICIENCIES

(Sec. 74 of the bill)
At present, information as to whether a hospital or extended care

facility participating in the medicare program fully meets the statu-
tory and regulatory requirements relating to conditions for partici-
pation, or whether it has significant deficiencies, is generally. available
only to the facility involved, appropriate State agencies, and the
Administration. Physicians and the public in general are currently
unaware as to which institutions among those participating in the
Medicare program have significant deficiencies and which are making
serious efforts to overcome those deficiencies. The committee believes
that in the absence of public knowledge about the nature and extent
of deficiencies of individual facilities, it is exceedingly difficult for
physicians and the public to effectively direct their concern about
shortcomings to the deficient facilities and to bring pressures for
improvement to bear on those facilities.
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The committee believes that easy public access to timely informa-
tion about deficiencies (such as in areas of staffing, sanitation, fire and
other safety requirements) would help significantly to encourage
facilities to correct their deficiencies and, at the same time, enable
physicians and patients to make sound judgments about their own
use of available facilities in the community. The committee bill,
therefire, requires the Secretary of Health, Education, and Welfare
to make information on the significant deficiencies of individual pro-
viders a matter of public record readily available on request at all
social security district offices and centrally at Social Security Admin-
istration headquarters. The Secretary would make this information
available only after the provider has been fully informed about the
significant deficiencies that have been identified and has been given
a reasonable amount of time (not to exceed 90 days) to correct the
deficiencies. It is expected that the Secretary will take the necessary
administrative steps to assure that the information made available is
updated periodically as appropriate.

The amendment is effective upon enactment.

AUTHORITY FOR ESTABLISHING LIENS TO PERMIT RECOVERY OF
OVERPAYMENTS

(Sec. 275 of the bill)

Under present law, where a provider of services has been overpaid,
the Department of Health, Education, and Welfare is authorized to
withhold future payments which are otherwise due to the provider in
order to recoup the amount of the overpayment. Where no further
payments are due because, for example, the provider has withdrawn
from the program, the Department has experienced difficulty in
attempting to recover the amount overpaid.

The committee is concerned because, in dealing with the problem of
recovery of overpayments to providers of services, it has found that
an effective administrative remedy to protect the interests of the
Government does not exist in certain cases. These cases involve (1)
providers who have terminated their participation in the program,
and who refuse to refund any money to meet the debt incurred by an
overpayment; and (2) providers who continue to participate in the
Medicare program, but who have very low utilization by Medicare
beneficiaries with the result that little or no Medicare payments are
due the provider.

If a provider refuses to refund, the Departments's recourse in such
a situation is to send demand letters at prescribed intervals and, if
this action does not result in a refund, to refer the case to the General
Accounting Office for collection. If GAO is unsuccessful in obtaining
refund, the case may be referred to the Department of Justice for
legal action. The committee is concerned, however, that until the case
is referred to the Department of Justice, no effective administrative
action can be taken to prevent dissipation or diversion of assets by
the provider while recovery efforts are being conducted. During this
time, the provider has had Government funds at his disposal on which
he does not have to pay interest. Furthermore, he has time to dispose
of his assets so that if legal action is ever undertaken to collect the
debt, there may not be any assets available to meet the obligation.

52—149 O—70-———12
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If, however, a lien in favor of the Government in the amount of the
overpayment was placed upon the property of the provider, the assets
of the provider would be conserved while the Government is taking
the necessary collection action.

The committee bill, therefore, would provide authority, where a
determination of an overpayment has been made, or the overpayment
issue is being contested, for establishing a lien in favor of the U.S.
Government in the amount of the overpayment upon all property
belonging to the provider overpaid. Where a lien is filed the provider
would have the right to challenge the overpayment determination
or issue by requesting a hearing by the Secretary of Health, Educa-
tion and Welfare and where requested such hearing should be
promptly provided. Liens would be filed locally. In addition, the pro-
vider would have a right to judicial review of the Secretary's final
decision to apply a lien after a hearing, if he is dissatisfied with the
decision.

The amBndment would become effective upon enactment.

INCLUSION OF AMERICAN SAMOA AND THE TRUST TERRITORY OF THE
PACIFIC ISLANDS UNDER TITLE V

(Sec276 of the bill)

American Samoa and the Trust Territory of the Pacific Islands are
currently exoluded from receiving Federal funds under the provfisions
of the Crippl&l Children and Maternal and Child Health Programs
(title V).

All other territories and possessions of the United States are pres-
ently eligible for the benefits of these programs. The J?rovision of pubic
health services to mothers and children with crippling disease is one
of the areas of greatest weakness in public health programs in Micro-
nesia, and this is reflected in a high infant mortality rate.

The committee bill would include American Samoa and the Trust
Teriitory of the Pacific Islands as eligible to receive an allotment of
funds under title V of the Social Security Act.

The amendment is effective with respect to fiscal years beginning on
and after July 1, 1971.

RELATIONSHIP BETWEEN MEDICAID AND COMPREHENSIVE HEALTH CARE
PROGRAMS

(Sec. 77 of the bill)

Present law provides that under title XIX all eligible recipients
should receive the same scope of services; that those services should be
available throughout the State and that recipients should have
freedom of choice with regard to where they receive their care.

Section 1902 (a) (23) also provides that recipients be allowed to ob-
tain medical care through organizations which provide such services
(or arrange for their availability) on a prepayment basis, if the recip-
ient so chose.

State agencies often cannot make pre-payment arrangements which
might result in more efficient and economical delivery of health serv-
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ices, because the prospective arrangements might violate title XIX
in that some recipients might receive a broader scope of benefits than
others. This is so because the possibility for making such arrangements
may only exist in certain areas of a State.

The committee bill would amend section 1902(a) (23) to permit a
State to make arrangements for the delivery of health services on a pre-
paid basis in an area, including arrangements with neighborhood
health centers, where such services are available and to the extent they
are provided, without a requirement that such arrangement necesarily
be provided all Medicaid eLigibles n the State with the approval of
the Secretary.

The amendment is effective upon enactment.

REFUNDING OF EXCESS MEDICARE PREMIUMS

(Sec. 278 of the bill)

Under present law, where part B entitlement terminates due to the
death of the enrollee, refund of any excess premiums is made, upon
claim, to the legal representative of the enrollee's estate. If there is
no legal representative and it is reasonably certain that none will be
appointed, refund may be made, only upon claim, to a relative of the
deceased on behalf of the estate.

It has come to the committee's attention that early in the program
it was recognized that excess part B premiums paid by a deceased
enrollee could be best disposed of, in those cases where there is no legal
representative of the deceased's estate, by adding them to benefits
subsequently payable on the same Medicare claims number, or to those
relatives who would (except for age or dependency. requirements) be
eligible on the same record. However, the Office of General Counsel
has advised that this could not be done in the absence of necessary
authority in the law. Consequently, the much more cumbersome claims
procedure has had to be used. 'Where there is no claim for the excess
premium payments, no refund is made.

A similar problem is likely to exist with respect to premiums paid
in advance under the provision of the bill which would provide, at a
cost of $27 per month per enrollee, hospital insurance coverage for
people who are age 65 and over and who are not eligible for such cov-
erage under present law.

The committee bill, therefore, would provide authority for the Sec-
retary to dispose of excess supplementary medical insurance premiums
and excess hospital insurance premiums in the same manner as unpaid
medical insurance benefits are treated.

DEFINITION OF PHYSICIAN UNDER MEDICAID

(Sec. 279 of the bill)

The committee has amended section 1905 (a) (5) of Medicaid so as
to clarify the definition of a physician as being a duly licensed doctor
of medicine or osteopathy.
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Services of other types of health tare practitioners are authorized
in subsequent provisions of Section 1905(a).

REIMBURSEMENT APPEALS BY PROVIDERS OF SERVICES

(Sec. '281 of the bill)

Under present law a fiscal intermediary determines the amount of
reasonable cost to be paid to a provider of services. There is no specific
legislative provision for an appeal by the provider of the intermedi-
ary's final reasonable cost determinations. Although the Social Secu-
rity Administration has instituted certain administrative procedures
to assist providers and intermediaries to reach reasonable and mutually
satisfactory settlements of disputed reimbursement items, the coin-
mittee believes that it is desirable to prescribe in law a specific appeals
procedure for disputed final settlements applying to reasonable cost
determinations. This procedure does not apply to questions of cover-
age or disputes involving individual beneficiary claims.

The committee bill, therefore, provides for the establishment of the
Provider Reimbursement Appeals Board. The Board will be com-
posed of 5 members, properly qualified in the Medicare field, appointed
by the Secretary of Health, Education, and Welfare. At least one mem-
ber of the Board will be a certified public accountant. The Secretary
will select 2 of the members from qualified and acceptable nominees
of the providers.

Any provilder of services (or groups of such providers) which has
filed timely cost reports may appeal an adverse final decision of the
fiscal intermediary to the Board where the amount at issue aggregates
$10,000 or more. In addition, any provider which has not received a
final cost determination from the fiscal intermediary within 90 days
of filing its annual cost report, if such report is substantially in proper
order, or within 90 days from an acceptable supplemntal filing, where
the initial filing was deficient, may appeal to the Board where the
amount at issue is $10,000 or more.

The provider shall have the right to reasonable notice as to the time
and place of hearing and reasonable opportunity to appear at the hear-
ing. It may be represented by cOunsel and introduce reasonable and
pertinent evidence to supplement or contradict the evidence considered
by the fiscal intermediary. Reasonable opportunity to examine and
cross-examine witnesses shall be provided. All decisions by the Board
shall be based upon the record made at such hea.ring which may in-
clude any evidence submitted by the Department. Such evidence shall
include the evidence or record considered by the intermediary. Based
upon examination of all of the evidence, such Board may find in whole
or in part for the provider or the Government (including a finding
based upon the evidence before it that the provider or Government
owes sums in addition to the amount raised in the appeal).

The decision of the Provider Reimbursement Appeals Board shall
be final, subject to review and affirmation by the Secretary. The
Secretary shall have 60 days to review the decision. If the Board's deci-
sion is unfavorable to the provider and is not affirmed by the Secretary
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or if a decision favorable to the provider is reversed by the Secretary
within the 60-day period, the provider shall have the right to review
by the United States District Court in which it is located or in the
United States District Court for the District of Columbia, as an
aggrieved party under the Administrative Procedure Act, notwith-
standing any other provision in section 205 of this title.

The amendment would become effective with respect to accounting
periods ending after June 30, 1971.

STATUTE OF LIMITIoNs—WAIvER OF RECOVERY OF INCORRECT
PAYMENTS UNDER THE MEDICARE PROGRAM

(Sec. 282 of the bill)

Under present law, the Secretary is required to recover overpay-
ments made to or on behalf of an individual where it is determined
that services for which payment has been made were not covered un-
der medicare. Further, present law provides that overpayments made
to providers or other persons for services furnished an individual,
which cannot be recovered from the overpaid provider of services or
other person, may be recovered by decreasing subsequent payments
to which an individual is entitled under title II of the Act.

Present law also provides that adjustment or recovery of an in-
correct payment will not be made with respect to an individual who
is without fault and where such an adjustment (or recovery) would
defeat the purposes of title II or would be against equity and good
conscience. However, there are no similar provisions specifically au-
thorizing the application of waiver with respect to providers of serv-
ices and other overpaid persons. 'While the Administration has de-
veloped guidelines to specify the situations where a provider of serv-
ices or other person should not be held responsible for repayment of
incorrect amounts, the committee has added provisions to apply
where it seems inequitable to recover from a provider or the in-
dividual.

The committee is particularly concerned about overpayments dis-
covered long after the payment was made. It, has therefore, provided
that, after 3 years have expired, there be a presumption, in the absence
of evidence to the contrary, that the provider or other person shall
be deemed to be without fault with respect to an overpayment and
that under such circumstances no collection should be made.

The committee recognizes that in making decisions as to the med-
ical necessity for services and the level of care which may be provided
an individual in an institutional setting, often the providerof serv-
ices or other person has placed reasonable reliance upon the physician's
decision as to the need for the services provided or for the individual's
admission to a medical facility. Further, the committee recognizes
that the individual who receives the services may have little basis
for evaluating the appropriateness of the level of care provided him
and that it can be inequitable in such situations to find that he is at
fault with respect to any incorrect payments that nay be made by
medicare for the services he received.
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The alnendment also requires that providers under their participa-
tion agreements (or physicians or other persons where they have ac-
cepted assignments) where collection of an overpayment is made from
the pr9vider or others, be prohibited, after 3 years, from charging
beneficiaries for services found by the Secretary to be medically un-
necessary or custodial in nature, in the absence of fault on the part of
the individual who received the services.

Additionally, the Secretary would be authorized to deny claims for
reimbursement made after lapse of a reasonable period of time speci-
fied by him in regulation, of not less than 1 year nor more than 3 years.

The amendment is effective upon enactment.

EXTENSION OF 75 PERCENT FEDERAL MATCHING FOR MEDICAL
PERSONNEL UNDER CONTRACT

(Sec. 283 of t.he bill)

Present law permits Federal financia.l participation at the 75-
percent rate for the compensation of skilled professional medical
personnel and staff directly supporting such personnel of the State
agency or of any public agency involved in the administration of the
title XIX program at the State or local level. Such personnel and
staff include physicians; members of other health professions such
as dentists, medical and psychiatric social workers, nurses, and phar-
macists; other specialized personnel, such as research specialists and
experts on medical costs. States are compensated at a 50-percent level
for general administration of the title XIX program.

The committee has extended the 75-percent matching rate to include
additional skilled medical personnel and direct supporting staff
other than those of the State agency itself. States would thus be able,
by contract arrangements, to use professional medical personnel for
independent professional and medical audits required with respect
to patients in skilled nursing homes, mental institutions, and inter-
mediate care facilities whose use might otherwise not be economical.

The amendment is effective upon enactment..

4. ADDITIONAL MATFERS OF CONCERN TO THE COMMYVrEE

UNIFORM MEDICARE REIMBURSEMENT

Under present medicare regulations, providers have the option to be
reimbursed under the Departmental Method or Combination Method
of apportionment of costs between medicare and others who pay for
care. (Under the option a change from one method to another requires
a timely written request filed ahead of time by the provider and
approval by its intermediary.) To determine medicare reimbursement
under the Departmental Method, the ratio of beneficiary charges to
total patient charges for the services of each department is applied to
the cost of the 4epartment. Under the Combination Method, the cost
of routine services for medicare beneficiaries is determined on an
average cost per diem basis and to this is added the cost of ancillary
services determined by apportioning the total cost of ancillary services
on the basis of the ratio of medicare beneficiary charges for ancillary
services to total patient charges for such services.
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Both the Comptroller-General of the United States and the HEW
Audit Agency have recommended that the use of the combination
method should be eliminated because certain pediatric and obstetrical
costs are included in the total ancillary service costs against which the
medicare portion of charges are applied to arrive at program reim-
bursement. If charges are below cost for the pediatric and obstetrical
services that are involved and charges are above cost for medicare
ancillary services as a whole, as appears to be the case in many hos-
pitals, some of the loss on these nonmedicare services is shifted to
medicare. There are no rational grounds for preserving the unintended
reimbursement of such costs where it is feasible to avoid such payment.
Furthermore, the statute requires that medicare pay only for the
actual costs associated with the elderly.

The committee is also aware that the Combination Method of
apportionment while less accurate than the Departmental Method of
apportionment has been retained for medicare reimbursement to
avoid imposing the greater complexity of the Departmental Method on
institutions incapable of handling it. The statute permits the deter-
mination of an institution's reimbursable costs using various methods
and through the use of estimates, and the choice of methods requires
a balancing of accuracy as to the reimbursable amount against the
cost and difficulty of obtaining it. At the same time, the committee
has also noted that under present regulations and cost reportrng
procedures (which allow large as well as small institutions to use the
combination method at their option) much of the cost finding re-
quired by medicare is the same for providers using either the Depart-
mental Method or the Combination Method, and many small pro-
viders find this cost finding requirement quite difficult to meet.
Moreover, when the original medicare reimbursement regulations
were developed, it was believed by the Department of HEW that
even some relatively large hospitals would have difficulty completing
the required cost finding and would also be unable to apportion costs
under the Departmental Method because of poor recordkeeping
practices, and this initial provision for simplifying reimbuisement even
for the largest institutions seems reasonable for the past.

It is recognized that medicare cost finding and cost reporting re-
quirements have contributed to an upgrading in recordkeeping and
accounting systems and it does not seem unreasonable now to expect
all larger institutions which generally receive larger medicare pay-
ments to use the more accurate Departmental Method of apportion-
ment of costs between medicare and other payers. On the other
hand, the committee is concerned that for smaller providers program
cost finding requirements should be simplified wherever possible
and wherever equitable.

Therefore, the committee and the Department concur that the
Department should simplify its cost finding and cost reporting re-
quirements for smaller institutions (e.g. those having less than 100
beds) and require the use of the Combination Method by those insti-
tutions without an option to use the Departmental Method. At the
same time larger institutions (e.g. those with 100 beds or more) should
be required to carry out cost finding under more sophisticated methods
and to apportion costs under the more accurate Departmental Method.
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By requiring simplified cost finding and the Combination Method
for smaller institutions and the Departmental Me.thod for larger
institutions the )rogram would : eliminate the provider oI)l'iofl vh.jeli
gives a provider an advo ntage iii reimbursement based on informed
selection of Inetho(l (not necessai'ilv on any justifiable merit); ehniinnte
the need for provilers to try out more. than one rnetllo(l 10 see which
is more favorable; relate the degree of cost finding and cost (leterIniua—
tions to the relative administrative expertise of providers (there is a
correlation between accounting systems and expertise audi institution
size); result in better cost reimbursement (letermmatiolis for the larger
institutions which receive the greater part of Medicare payments;
and permit better cost aiialyses for making program payment deter-
minations because all providers of a given size would use the same
method of cost finding and be reimbursed under the same method of
apportionment. Moreover, it is expected that implementing these re-
quirements would reduce the recordkeeping and auditing costs of both
the institutions and the program.

The Department has stated that it will move ahead as expeditiously
as possible, after appropriate consultation, to develop and implement
through regulations, forms, and instructions the new cost flndiig and
cost reporting requirements to be applied after due notice. Such
requirements are expected to apply to institutional fiscal years
beginning on or after July 1, 1971. It is reasonable to continue to
explore possible revisions in cost finding and cost apportionment
to always seek the best balance of accuracy anu equity.

MEDICARE CAiaurs AND INTERMEDIARIES

Carriers and intermediaries are the private insurance companies
and Blue Cross and Blue Shield plans who serve as agents of t.he Gov-
ernment in administering medicare. In keeping with its continuing
concern that medicare's administrative performance be substantially
improved, the committee reiterates the original Congressional intent
that inefficient and uneconomical medicare carriers and intermediaries
be promptly terminated and replaced as soon as possible by more cap-
able organizations including, if no other alternative is suitable, the
Department itself. In general, this intent has not been complied with.
It is fully expected that it will be followed from here on even if, in
the short-run, additional start-up and related costs are necessarily
incurred.
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V. CATASTROPHIC HEALTH INSURANCE PROGRAM

The Committee on Finance is concerned about the devastating effect
which a catastrophic illness canhave on families unfortunate enough
to be affected by such an illness. Over the past decades science and
medicine have taken great strides in their ability to sustain and prolong
life. Patients with kidney failure, which until recently would have been
rapidly fatal, can now be maintained in relative good health for many
years with the aid of dyalysis and transplantation. Patients with
spinal cord injuries and severe strokes can now often be restored to a
level of functioning which would have beeii impossible years ago.
Modern burn treatment centers can keep victims of severe burns alive
and can offer the victim restorative surgery which can in many in-
stances erase the after effects of such burns.

These are but a few examples of the impact which recent progress
in science and medicine has had. This progress, however, has had
another impact. These .catastrophic illnesses and injuries which here-
tofore would have been rapidly fatal and hence not too expensive finan-
cially, now have an enormous impact on a family's finances. The
newly developed methods of treating catastrophic illnesses and in-
juries involve long periods of hospitalization, often in special inten-
sive care units, and the use of complex and highly expensive machines
and devices. The net cost of a catastrophic illness or injury can be and
usually is staggering. Hospital and medical expenses of many thou-
sands of dollars can rapidly deplete the resources of nearly any
family in America. These families are then faced not only with the
devastating effect of the illness itself, but also with the necessity of
accepting charity or welfare. Catastrophic illnesses do not strike
often, but when they do the effects are disastrous—particularly in the
context of soaring health care costs.

The Committee on Finance believes that Government and social
insurance programs should be able to respond to the progress made
in medical science. Medicine and science are now often able to mitigate
the physical effects of a catastrophic illness or injury, and the com-
mittee believes that govcernment, through our established social in-
surance mechanism should act to mitigate thi financial effects of such
catastrophes.

The committee has adopted an amendment which would establish
a Catastrophic Health Insurance Program.

The program would be designed to complement private health in-
surance which has played the major role in insuring against basic
he:alth expenses. About 80 percent of people under age 65 have nsur-
ance against hospitalization expenses, but these policies all have a limit
on hospital days which they will cover. The most common policies
cover 60 days of care. Similarly, existing private policies designed
to cover medical expenses have upper limits of coverage. Private
major medical insurance pl.ans are available, but are held by only
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20 to 30 percent of the population. In addition1 even the major medical
plans have maximum benefits per spell of illness usually ranging
from $5,000 to $20,000.

The committee's Catastrophic Health Insurance Program would
be structured to take maximum advantage of the experience gained
by medicare. The program would use medicare's established adminis-
trative mechanism wherever possible, and would incorporate all of
medicare's cost. and utilization controls.

ELIGIBILITY

The committee amendment establishes 'a new Catastrophic Health
Insurance Program (CHIP) as part of the Social Security Act fi-
nanced by payroll contributions from employees, employers and the
self-employed. Under the committee's provision all persons under
age 65 who are fully or currently insured under the social security
program, their spouses and dependent children would be eligible for
CHIP protection. All persons under 'age 65 who are entitled to retire-
ment, survivors, or disability benefits under social security as well as
their spouses and dependent children would also be eligible for CHIP.
This constitutes about 95 percent of all persons under age 65.

Persons over 65 would not be covered as they are protected under
the medicare program which, in spite of its limitation on hospital
and extended-care days, is a program with a benefit structure ade-
quate to meet the significant health care needs of all but a very small
minority of aged beneficiaries. The largest noncovered groups under
age 65 are Federal employees, employees covered by the Railroad
Retirement Act, and State and local governmental employees who are
eligible for social security but not covered due to the lack of an agree-
ment with the State. (There are a small number of people who are
still not covered by social security or other retirement programs; the
majority of these are domestic or agricultural workers who have not
met the necessary social security coverage requirements.)

Federal employees are, however, eligible for both basic and major
medical catastrophic health insurance protection under the Federal
Employees Health Benefits Act, with the Federal Government paying
40 percent of the costs of 'such coverage. To assure equitable treatment
of those Federal employees who also are eligible for social security,
a special provision of the committee bill would require the Federal
Employees Health Benefits program to make available to Federal
employees who have sufficient social security coverage to be eligible
under CHIP, a plan which supplements CHIP coverage; if such a
plan is not made available to Federal employees, no CHIP payments
will be available for services otherwise payable under the FEHB
plan.

BUY-IN FOR STATE AND LOCAL EMPLOYEES

Underthe committee bill, State and local employees who are not cov-
ered by social security could receive coverage under CHIP if the State
and local governments exercise an option to buy into, the program to
cover them on a group basis. When purchasing this protection, States
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would ordinarily be expected to include all employees and eligible an-
nuitants under a single agreement. with the Secreary. A determination
by the State as to whether an individual is an annuitaiit or member
of a retirement system or is otherwise eligible to have such coverage
purchased on his behalf would, for purposes of the agreement to pro-
vide CHIP protection, be final and binding upon the Secretary. Each
State which enters into an agreement with the Secretary of Health,
Education, and Welf are to purchase CHIP protection will be required
to reimburse the Federal Catastrophic Health Insurance Trust Fund
for the payments made from the fund for the services furnished to
those persons covered under CHIP through the State's agreement
with the Secreatry, plus the administrative expenses incurred by the
Department of Health, Education, and Welfare in carrying out the
agreemeilt. Payments will be made from the fund to providers of
services for covered services furnished to these persons on the same
basis as for other persons entitled to benefits under CHIP. Conditions
are also specified under which the Secretary or the State could, after
due notice, terminate the agreement.

BENEFITS

The benefits that would be provided under CHIP would be the same
as those currently provided under parts A and B of medicare, except
that there would be no upper limitations on hospital days, extended
care facility days, or home health visits. Present medicare coverage
under part A includes 90 days of hospital care and 60 days of post-
hospital extended care in a benefit period, plus an additional lifetime
reserve of 60 hospital days; and 100 home health visits during the year
following discharge from a hospital or extended care facility. Part B
coverage includes physicians' services, 100 home health visits annually,
outpatient physical therapy services, laboratory and X-ray services
and other medical and health items and services such as durable medi-
cal equipment.

The major benefits excluded from medicare, and consequently ex-
cluded from this proposal, are nursing home care, prescription drugs,
hearing aids, eyeglasses, false teeth and dental care. Medicare's limita-
tions on inpatient care in psychiatric hospitals, which limit payment
to active treatment subject to a 190 day lifetime maximum, and the
program's annual limitation on outpatient services in connection with
mental, psychoneurotic and personality disorders are also retained.
An additional exclusion would be for items or services which the Secre-
tary of Health, Education, and 1,'Velfare rules to be experimental in
nature.

DEDTJCFIBLES AND COINSURANCE

The committee believes that in keeping with the intent of this pro-
gram to protect against health costs so severe that they usually have a
catastrophic impact on a family's finances, a deductible of substantial
size should be required. The committee's proposal has two entirely
separate deductibles which would parallel the inpatient hospital
deductible under part A and the $50 deductible under part B of
medicare.
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The separate deductibles are intended to enhance the mesh of the
program with private insurance c()v(rage. In order to receive both hos-
pital and medical benefits, both (le(luctibles must be met. If a person
were to meet the hospital deductible alone, he would become eligible
only for the hospital and. extended care benefits. Similarly, if a family
were to meet the $2,000 medical deductible, they would become eligible
only for the medical benefits.

hOSPITAL l)EDucrnuE AND COINSURANCE

There would be a hospital deductible of 60 days hospitalization Ier
year per individual.

After an individual has been hospitalized for a total of 60 days in
one year, he would become eligible for payments toward hospital ex-
penses associated with continued hospitalization. The program would
thus begin payment with the 61st day of his hospitalization in that
year. Only those posthospital extended care services which he receives
subsequent to having met the 60-day deductible would be eligible for
payment.

After the hospital deductible has been met, the program would pay
hospitals substantially as they are presently paid under medicare, with
the individual being responsible for a coinsurance amount equal to one-
fourth of the medicare inpatient hospital deductible applicable at that
time. Extended care services whic.h are eligible for payment would be
subject to a daily coinsurance amount equal to one-eighth of the medi-
care inpatient hospital deductible. In January 1971, this coinsurance
will amount to $15 a day for inpatient hospital services and $7.50 a day
for extended care services.) Thus the coinsurance could rise yearly in
proportion to any increase in hospital costs.

MEDICAL DEDUCTIBLE AND COINSURANCE

There would be a supplemental medical deductible initially estab-
lished at $2,000 per year per family. The Secret.ary of Health, Educa-
tion, and Welfare would, between July 1 and October 1 of each year
(beginning in 1972), determine and announce the amount of the sup-
plemental medical deductible for the following year.

The deductible would be the greater of $2,000 or $2,000 multiplied
by the ratio of the physicians' services component of the Consumer
Price Index for June of that year to the level of that component for
December 1971. Thus, the deductible could rise yearly in proportion
to any increase in the price of physicians' services.

After a family has incurred expenses of $2,000 for physicians' bills,
home health visits, physical therapy services, laboratory, and X-ray
services and other covered medical and health services the family
would become eligible for payment under the program toward these
expenses. For purposes of determining the deductible, a family would
be defined as a husband and wife and all minor and dependent children.

After the medical deductible had been met, the program would pay
for 80 percent of eligible medical expenses, with the patient being re-
sponsible for coinsurance of 20 percent.
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DEDUCTIBLE CARRYOVER

As in part B of medicare, the plan would have a deductible carry-
over feature—applicable to both the dollar deductible and the hospital-
day deductible—under which expenses incurred (or hospital days
used) but not reimbursed during the last calendar quarter of a year
would also count toward the satisfaction of the deductibles for the
ensuing year. For example, an individual admitted to a hospital with
a cardiac condition on December 10, 1972, and continuously hospital-
ized through February 19, 1973, would not, in the absence of the carry-
over provision, meet the hospital-day deductible unless he were to be
hospitalized for at least another 10 days in 1973. With a carryover
provision, however, the individual described above would meet the
hospital deductible on January 30, 1973. Similarly, if a family's first
eligible medical expenses in 1972 amount to $1,200 and were incurred
during the months of November and December, and an additional
$3,000 in eligible medical expenses are incurred in 1973, the family
would, in the absence of a carryover provision, be eligible for pay-
ment towards only $1,000 of their expenses in 1973. With a carryover
provision, however, the family described above would be eligible for
payment toward $2,200 of their expenses in 1973.

ADMINIsmATI0N

Payments made to patients, providers, and practitioners under this
program would be subject to the same reimbursement, quality, health
and safety standards, and utilization controls as exist in the medicare
program. Reimbursement controls would include the payment of
audited "reasonable costs" to participating institutions and agencies,
and "reasonable charges" to practitioners and other suppliers. How-
ever, the committee expects that appropriate modifications will he
made to take into account the special features of this program, includ-
ing a modification to exclude "bad debts" from those costs eligible
in computing reasonable cost payments to institutions.

The utilization of services would be subject to review by present
utilization review committees established in hospitals and extended
care facilities and by the professional standards review organizations
established under another committee amendment. The committee be-
lieves that all of the above controls should be applied to reimburse-
ment of expenses for services rendered under the proposed catastrophic
illness insurance program. In addition, the Office of the Inspector
General for Health Administration established under another com-
mittee amendment would be expected to closely monitor the admin-
istration of the program and can be expected to provide valuable
information with respect to increasing the efficiency of the program.

The proposal contemplates using the same administrative mechan-
isms used for the administration of medicare including, where appro-
priate, medicare's carriers and intermediaries. Using the same adminis-
trative mechanisms as medicare will greatly facilitate the operation
of this program. The proposal also would encompass use of medicare's
statutory quality standards, in that the same conditions of participa-
tion which apply to institutions participating in medicare would
apply to those institutions participating in CHIP. These standards
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serve to upgrade the quality of medical care and their application
under this program should have a similar salutary effect.

The Social Security Administration, utilizing its network of district
offices, would determine the insured status of individuals and relation-
ships within families which are necessary to establish entitlement to
CHIP benefits. The determination of whether the deductible expenses
had been met. would also be handled by the Social Security Adminis-
tration in cooperation with carriers and intermediaries. The proposed
administrative plan envisions establishing a $2,000 minimum expense
amount before individual bills would be accepted. This would protect
the administrative agencies from being inundated with paperwork.

FINANCING

The first year's cost of the program is estimated at $2.5 billion on
an incurred basis and $2.2 billion on a cash basis. The committee pro-
vision would finance the program on a $9,000 wage base with the
following contribution schedule: 1972—74, 0.3 of one percent of taxable
payroll on employees and 0.3 on employers; 1975—79, .0.35; 1980 and
after, 0.4. Rates for the self-employed would also be 0.3, 0.35, and 0.4
respectively.

The contributions would be placed in a separate Federal Cata-
strophic Health Insurance Trust Fund from which benefits and admin-
istrative expenses related to this program would be paid. The complete
separation of catastrophic health insurance financing and benefit pay-
ments is intended to assure that the catastrophic health insurance pro-
gram will in no way impinge upon the financial soundness of the re-
tirement, survivors, or disability insurance trust funds or medicare's
hospital and supplementary medical insurance trust funds. Such sepa-
ration will also focus public and congressional attention closely on the
cost and the adequacy of the financing of the program.

To provide an operating fund at the beginning of the program (in
recognition of the lag in time between the date on which the taxes are
payable and their collection), and to establish a contingency reserve,
a Government appropriation would be available (on a repayable basis
without interest) during the first 3 calendar years of the program.
The amount which could be drawn in any such calendar year could
not exceed the estimated amount of 6 months of benefit payments
during that year.

RELATIONSHIP WITH MEDICAID

The catastrophic illness insurance program would be supplemental
to the medicaid program with regard to public assistance recipients
and the medically indigent in the same way in which it will be sup-
plemental to private insurance for other citizens. Thus, medicaid will
continue to be the State-Federal program that is intended to cover
the basic health needs of categorical assistance recipients and the
medically indigent. The benefit structure of medicaid varies from
State to State, but in general it is a basic rather than a catastrophic
benefit package.

In addition, medicaid will continue to play a substantial role in
financing the cost of nursing home care, which represents a cata-
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strophic cost to many people, especially the aged. The catastrophic
health insurance program will, of course, lessen the burden on the
medicaid program to some degree, since those covered by medicaid
who are eligible would have a large proportion of their catastrophic
expenses covered by this program, leaving only the deductible and
coinsurance amounts for the medicaid program to pay. This factor
will not only enable the States to contain the costs of their programs,
but may also encourage them to improve coverage of basic services.

CoNcLusIoN

The committee estimates that more than one million families of the
approximately 49 million families in the United States annually incur
medical expenses which will qualify them to receive benefits under the
program. Of course, nearly all American families will receive the
benefit of insurance protection against the costs of catastrophic ill-
nesses. The program is not intended to meet the health costs which
the population incurs for short-term hospitalization and acute illness.
This program is intended to insure against those highly expensive
illnesses or conditions which, although a potential threat to every f am-
ily, actually strike only a relatively few. The committee believes that
individuals should, during their working years, be able to obtain pro-
tection against the devastating and demoralizing effects of such costs.

These provisions and the taxes to pay for them would become effec-
tive January 1, 1972.
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I. FINANCING OF SOCIAL SECURITY TRUST FUNDS

A. FINANCING PROVISIONS

Consistent with the policy of maintaIning the social security pro-
gram on a financially sound basis, which has been followed in the
past, the bill would make provision for meeting the cost of the ex-
panded program. At the present time, the social security cash benefits
program is in close actuarial balance, while the hospital insurance
program has a serious actuarial deficiency; that is, unless hospital
insurance taxes are raised substantially, the hospital insurance trust
fund will become exhausted in 1972. To meet the cost of the expanded
cash benefits program and the new catastrophic illness insurance
program and to bring the hospital insurance program into actuarial
balance, the schedule of contribution rates would be revised and th
contribution and benefit base—the maximum amount of annual earn-
ings subject to contributions and used in computing benefits—would
be increased.

INCREASE IN THE CONTRIBUTION AND BENEFIT BASE

The proposed increase in the contribution and benefit base from
$7,800 to $9,000 in 1971 would not only provide higher benefits at
higher earnings levels, but also would help t.o finance the changes made
by the bill. An increase in the base results in a reduction in the overall
cost of the social security program as a percent of taxable payroll.
This occurs because the benefits provided are a higher percentage of
earnings at the lower levels than at the higher levels, while the con-
tribution rate is a flat percentage of earnings. When the base is in-
creased, higher benef1ts are provided on the basis of the higher earnings
that are taxed and credited, but the cost of providing these higher
benefits is less than the additional income from the combined employee
and employer contributions on earnings above the former maximum
and up to the new maximum amount.

CHANGES IN THE CONTRIBUTION 1tATES

JJncler the schedule of contribution rates that the committee recom-
mends (shown below), the contribution rate for the cash benefits
part of the program scheduled for 1971—72 would be decreased from
4.6 percent each for employees and employers to 4.4 percent each.
The rate for 1973—74 under present law would be decreased from
5 to 4.4 percent each. The rate for 1975—79 would be 5 percent, the
same as under present law. The rate for 1980—85 would be 5.5 per-
cent each, the same as it would be under the House bill. After 1985,
the contribution rate would be 61 perceuteach instead of 5 percent
each.as under present lawj.

For the self-employed, the rate sChethiied 'for 19'1—72 fr cash
benefits would be decreased from '6.9 to '6.6 percent. The rate for
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1973—74 under present law would be decreased from 7 to 6.6 percent.
After 1974, the self-employed contribution would increase to 7 per-
cent, the same as the highest rate scheduled under present law and
under the House bill.

The committee recommends a change in the contribution rate sched-
ule for the hospital insurance program. The contribution rate would
be increased from 0.6 percent each for employees, employers, and the
self-employed to 0.8 percent in 1971—72, to 0.9 percent in 1973—74, to
1.0 percent in 1975—79, and to 1.1 percent for years after 1979. Under
present law the rate is scheduled to increase gradually from the present
0.6 to 0.9 percent for 1987 and after, while under the House bill it
would increase immediately to 1 percent in 1971 and thereafter.

The committee bill also provides for a contribution rate which
would finance adequately the committee's provision for catastrophic
illness insurance. The contribution rate for this protection would be
0.3 percent each for employees, employers, and the self-employed for
1972—74, after which the rate would increase to 0.35 percent in 1975—
79, and to 0.4 percent for years after 1979.

CONTRIBUTION RATES UNDER PRESENT LAW AND H.R. 17550

f In percentj

OASDI HI Total
Cl

Corn- Corn. corn- Corn-Present House mittee Present House mittee mittee Present House mitteePeriod law bill bill law bill bill bill law bill bill

Employer—Employee, each

1971 4.6 4.2 44 0.6 1 0.8 5.2 5.2 5.2
1972 4.6 4.2 & 4 .6 1 8 0.3 5.2 5.2 5. 5

1973—74 5. 0 4.2 4.4 .65 1 .9 .3 565 5. 2 5.6
1975 5.0 5.0 5.0 .65 1 1.0 .35 5.65 6.0 6.35
1976—79 5. 0 5.0 5.0 .7 1 1.0 35 5.7 6.0 6.35
1980—85 5. 0 5. 5 5. 5 . 8 1 1. 1 .4 5.8 6. 5 7.0
1986 5.0 5.5 6.1 .8 1 1.1 4 5.8 6.5 7.6
1987 and after.. - 5.0 5.5 6.1 .9 1 Li .4 5.9 6.5 7.6

Self-employed

1971 6.9 6.3 6.6 0.6 1 0.8 75 7.3 74
1972 6.9 6.3 6.6 .6 1 .8 0.3 7.5 7.3 7.7
1973—74 7.0 6.3 6.6 .65 1 .9 3 7.65 73 7.8
1975 7.0 7. 0 7. 0 .65 1 1.0 35 7.65 8.0 8.35
1976—79 7.0 7.0 7.0 .70 1 1.0 .35 7.70 8.0 8.35
1980—86 7.0 7.0 7. 0 - 80 1 1. 1 .4 7.8 8.0 8.50
1987 and after. - - - 7.0 7.0 7. 0 .90 1 1. 1 4 7.9 8. 0 8. 50
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MAXIMUM ANNUAL SOCIAL SECURITY TAXES UNDER PRESENT LAW, THE HOUSE BILL AND THE COMMITTEE BILL

Period

Employe r-employee, each Self-employed

Present
law

House
bill

Committee
bill

Present
law

House
bill

Committee
bill

1971 $405.60 $468. 00 $468. 00 $585. 00 $657. 00 $666.00

1972 405.60 468. 00 495. 00 585. 00 657. 00 693.00

1973—74 440.70 468.00 504.00 596.70 657.00 702.00

1975 440.70 540.00 571.50 596.70 720.00 751.50

1976—79 444.60 540.00 571.50 600.60 720.00 751.50

1980—85 452.40 540. 00 630. 00 608.40 720. 00 765.00

1986 452.40 585.00 684.00 616.20 720.00 765.00

1987 and after 460.20 585. 00 684.00

CHANGE IN ALLOCATION TO THE DISABILrrY INSURANCE TRUST FUND

The bill would revise the allocation of contribution income to the
disability insurance trust fund. Under present law, 1.10 percent of
taxable wages and 0.825 of 1 percent of self-employment income are
allocated to the disability insurance trust fund. Under the committee
bill, the allocation for 1971 would be reduced to 0.90 percent of taxa-
ble wages and 0.675 of 1 percent of self-employment income, and would
remain at a level below the present law allocation until 1980. The al-
locations under present law, the House-passed bill, and the committee
bill are shown on the following table:

un percentj

Calendar year

Presen t law —__House-app roved bill Committee bill

Taxable
wages

Sell-
employment

income
Taxable

wages

Self-
employment

income
Taxable

wages

SeIf
employment

Income

1971 1.10 0.825 0.90 0.6750 0.90 0.6750

1972—74 1.10 .825 .90 .6750 .95 .7125

1975—79 1.10 .825 1.06 .7875 LOS .7350

1980—85 1.10 .825 1.15 .8625 1.35 .8600

1986 and after 1.10 - 825 1.15 .8625 1.45 .8300

The revision in the allocation will adequately finance the disability
provisions in the committee bill and reduce the expected growth in the
disability insurance trust fund over the next several years. The corn-
mittee believes that this growth is not necessary and that the allocation
can be reduced below that specified in present law until 1980.



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

SUMMARY OF ACTUARIAL COST ESTIMATES

The old-age, survivors, and disability insurance system, as modified
by the committee bill, has an estimated cost for benefit payments
and administrative expenses that is closely in balance with contribu-
tion income. This also was the case for the 1950 and subsequent amend-
ments at the time they were enacted.

The old-age and survivors insurance system as modified by the
committee bill shows an actuarial balance of —0.14 percent of taxable
payroll under the intermediate-cost estimate. This seems an acceptable
balance, especially considering that this estimate is based on con-
servative assumptions, that a range of variation is necessarily present
in long-range actuarial cost estimates and, further, that rounded tax
rates are used in actual practice. Accordingly, the old-age and sur-
vivors insurance program, as it would be changed by the committee
bill, is actuarially sound.

The separate disability insurance trust fund, established under the
1956 act, shows an actuarial balance of —0.01 percent of taxable pay-
roll under the provisions that would be in effect after enactment of
the committee bill. This is, of course, close to exact actuarial bal-
ance: Accordingly, the disability insurance program, as it would be
modified by the committee bill, is actuarially sound.

FINANCING Poucy

CONTRIBUTION RATE SCHEDULE FOR OLD-AGE. SURVIVORS, AND DISABILITY
INSURANCE IN THE COMMITTEE BILL

The contribution schedule for old-age, survivors, and disability in-
surance contained in the committee bill, as to the combined em-
ployer-employee rate, is lower than that under present law by 0.4
percent in 1971—72, and by 1.2 percent in 1973—74, is the same in 1975—
79, and is 1.0 percent higher in 1980—85, and 2.2 percent higher in 1986
and after. The maximum earnings base to which these tax rates are
applied is $9,000 per year for 1971 and after under the committee
bill, the same as in the House-approved bill, as compared with $7,800
under present law. These tax schedules are as follows:

(Percentj

Combined employer-employee rate SeIf-employed rate

House- Committee House. Committee
Calendar year Present law approved bill bill Present law approved bill bill

1970 8.4 8.4 8.4 6.3 6.3 6.3
1971—72 9.2 8.4 8.8 6.9 6.3 6.6
1973—74 10.0 8.4 8.8 7.0 6.3 6.6
1975-79 10. 0 10.0 10. 0 7. 0 7. 0 7. 0
1980—85 10.0 11.0 11.0 7.0 7.0 7.0
1986 and after 10. 0 11. 0 12.2 7. 0 7. 0 7. 0

(200)
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The allocated rates to the two trust funds that are applicable to the
combined employer-employee contribution rate for the committee
bill, as compared with present law and the House-approved bill, are
as follows:

tin percenti

Old-age and survivors Insurance Disability insurance

House- House-

Calendar year Present law
approved

bill
Committee

bill Present law
approved

bill
Committee

bill

1970 7.30 7.30 1.30 1.10 1.10 1.10
1971 8.10 7.50 7.90 1.10 .90 .90
1972 8.10 7.50 7.85 1.10 .90 .95
1973—74 8.90 7.50 1.85 L10 .80 .95
1975—79 8.90 8.95 8.95 1.10 1.05 1.05
1980—85 8.90 9.85 9.65 1.10 1.15 1.35
1986 and after 8.90 9.85 10.75 1. 10 1. 15 1.45

The corresponding allocated rates for the self-employed contribu-
tion rate are as follows:

tin percenti

Old-age and survivors Insurance Disability Insurance

House- House-

Calendar year Present law
approved

bill
Committee

bill Present law
approved

bill
Committee

bill

1970 5.475 54750 5.4750 0.825 0.8250 0.8250
1971 6.075 5.6250 5.9250 825 6750 .6750
1972 6.075 5.6250 5.8875 .825 6750 - 7125
1973—74 6. 175 5.6250 5.8875 .825 .6750 .7125
1975—79 6. 175 6.2125 6.2650 .825 .7875 - 1350
1980—85 6. 175 6. 1375 6.1400 .825 .8625 - 8600
1986 and after 6.175 6.1375 6.1700 .825 .8625 .8300

It should be remembered that the workers and employers con-
tribute a combined, rounded rate for the two programs (old-age and
survivors insurance and disability insurance), and not the above com-
plex fractional rates separateJy. Such fractional rates are merely used
by the Treasury Department to divide up the aggregate tax receipts
between the two trust funds.

The schedule of allocation rates for the disability insurance trust
fund in the committee bill has been obtained in the following manner.

The combined employer-employee rates, rounded to the nearest 0.05
percent of taxable payroll, were determined for the short-range years
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that would produce the same relative accumulation of funds as in the
Old-Age and Survivors Insurance Trust Fund. The remainder of the
schedule was calculated to produce, as close as possible, an exact actu-
arial balance on the basis Of rates rounded to 0.05 percent of taxable
payroll.

I'he self-employed tax allocation was determined by allocating to
the Disability Insurance Trust Fund the same proportion of the self-
employed rate as was determined for the combined employer-employee
rate. The resulting rates were rounded to the nearest 0.0005 percent
of taxable payroll.

The allocation rates for the old-age and survivors insurance trust
fund were obtained by merely subtracting the allocation rates for the
disability insurance trust fund from t.he appropriate total tax rates.

SELF-SUPPORTING NATURE OF SYSTEM

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

ACTUARIAL SOUNDNESS OF SYSTEM

The concept of actuarial soundness as it applies to the old-age, sur-
vivors, and disability insurance system differs considerably from thie
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, is not a necessary basis for a national
compulsory social insurance system and, moreover, is frequently not
the case for well-administered private pension plans, which may not,
as of the present time, have funded all the liability for prior service
benefits.

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 lia-
bilities. 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
over the long-range period considered in the actuarial valuation. Thus,
the concept of "unfunded accrued liability" does not by any means
havie the same significance for a social insurance system as it does for
a plan established under private insurance principles, and it is quite
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proper to count both on receiving contributions from new entrants to
the system in the future and on paying benefits to this group during
the period considered in the valuation. The additional assets and lia-
bilities must be considered in order to determine whether the system
is in actuarial balance.

Accordingly, it may be said that the old-age, survivors, and disa-
bility insurance program is actuarially sound if it is in actuarial
balance. This will be the case if the estimated future income from
contributions and from interest earnings on the accumulated trust
fund investments will, over the long-range period considered in the
valuation, support the disbursements for benefits and administrative
expenses. Obviously, future experience may be expected to vary from
the actuarial cost estimates made now. Nonetheless, the intent that
the system be self-supporting (and actuarially sound) can be ex-
pressed 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.

The committee believes that it is a matter for concern if the old-
age, survivors, and disability insurance system shows any significant
actuarial insufficiency. Since 1965 (hein the cost estimates were first
made on a 75-year basis) , the view has been held that, if such actuariaJ
insufficiency has been no greater than 0.10 percent of payroll, it is at
the point where it is within the limits of permissible variation. How-
ever, reevaluation of the oosts of the program—in light of rising wage
levels—since then have shown that a somewhat higher variation may
be allowable.

Furthermore, traditionally when there has been an actuarial in-
sufficiency exceeding the limits indicated, any subsequent liberaliza-
tions in benefit provisions were fully financed by appropriate changes
in the tax schedule or through raising the earnings base, and at the
sanTe time the actuarial status of the program was improved.

The changes provided in the committee bill are in close conformity
with these financing principles.

BASIC AssuMp'rloNs FOR COST ESnMA'res

GENERAL BASIS FOR LONG-RANGE COST ESTIMA1

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 beneht roll. Similar factors are inherent in any retirement pro-
gram, public or private, that has been in operation for a relatively
short period. Estimates 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 widely and yet be reasonable.

The long-range cost estimates (shown for 1980 and after) have usu-
ally been presented on a range basis so as to indicate the plausible vari-
ation in future costs depening upon the actual trends developing for
the various cost factors. It has not been possible, in the time available
to prepare such range estimates for this report, but rather only an
intermediate-cost estimate, which is used to indicate the basis for the
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financing provisions. This estimate is based on assumptions that are
intended to represent close to full employment, with average annual
earnings at about the level prevailing in 1970. The use of 1970 average
earnings results in conservatism in the estimate since the trend is
expected to be an increase in average earnings in future years (as
will be discussed subsequently). In 1971, the aggregate amount of
earnings taxable under the program with the proposed $9,000 earn-
ings base is estimated at $469 billion. Of course, for future years the
total taxable earnings are estimated to increase, because there will be
larger numbers of covered workers.

The cost estimates are extended beyond the year 2000, since the aged
population itself cannot mature by then. The reason for this is that
the number of births in the 1930's was very low as compared with both
prior and subsequent experience. As a result, there will be a dip in the
relative proportion of the aged from 1995 to about 2015, which would
tend to result in low benefit costs for the old-age, survivors, and dis-
ability insurance system during that period. For this reason the year
2000 is by no means a typical ultimate year insofar as costs are
concerned.

MEASUREMENT OF COSTS IN RELATION TO TAXABLE PAYROLL

In general, the costs are shown as percentages of taxable 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 great extent, its income. The result is that the cost relative to
payroll will decrease. As an illustration of the foregoing points, con-
sider an individual who has covered earnings at a rate of $400 per
month. Under the committee bill such an individual would have a
primary insurance amount of $194.40 If his earnings rate should be
50 percent higher (i.e. $600), his primary insurance amount would be
$258.10. tinder these conditions, the contributions payable with respect
to his earnings would increase by 50 percent, but his benefit rate would
increase by only 33 percent. Or to put it another way, when his earn-
ings rate was $400 per month, his primary insurance amount repre-
sented 48.6 percent of his earnings, whereas, when his earnings in-
creased to $600 per month, his primary insurance amount relative to
his earnings decreased to 43.Opercent.

GENERAL BASIS FOR SHORT-RANGE COST ESTIMATES

The short-range cost estimates (shown for the individual years
1970—75) are not presented on a range basis since—assuming that em-
ployment and earnings will increase each year it is believed that the
demographic factors involved (such as mortality, fertility, retirement
rates, etc.) can be reasonably closely forecast, so that only a single
estimate is necessary. A gradual rise in the earnings level in the future
(about 5—6 percent per year), somewhat below that which has oc-
curred in the past few years, is assumed. As a result of this assump-
tion, contribution income is somewhat higher than if level earnings
were assumed, whilebenefit outgo is only slightly affected.
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LEVEL-COST CONCEPT

An important measure of long-range cost is the level-equivalent
contribution rate required to support the system for the next. 75 years
(including not only meeting the benefit costs and administrative ex-
penses, but also the maintenance of a reasonable contingency fund
during the period, which at the end of the period amounts to 1 year's
disbursements), based on discounting at interest. If such a level rate
were adopted, relatively large accumulations in the trust funds would
result, and in consequence there would be a 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 is a valuable cost concept, especially in comparing various pos-
sible alternative plans and provisions, since it takes into account the
heavy deferred benefit costs.

FUTURE EARNINGS AND CONSUMER PRICE INDEX ASSUMPTIONS

The long-range estimates for the old-age, survivors, and disability
insurance program presented in this report are based on the assump-
tion that the consumer price index and the average earnings covered
by the program will remain level in the future. This does not mean
covered payrolls are assumed to be the same each year; rather they
will rise steadily as the covered population at the working ages is
estimated to increase. If in the future the level of earnings and the
consumer price index should continue to increase, as they have done in
the past, the program would slowly accumulate actuarial surpluses.
Under the financing procedures that were adopted by the committee
to cover the cost of the automatic increases in benefits, the long-range
level-cost of the automatic increases in benefits would be covered by
increases in the tax rates and in the taxable earnings base that would
be promulgated by the Secretary of the Department of Health, Educa-
tion, and Welfare to become effective at the same time as the benefit
increases.

The automatic benefit increases are designed as a backup to specific
legislated increases to assure that rises in the cost of living will not,
over a period of time, reduce the purchasing power of social security
benefits. Therefore, realistic estimates of the cost of these benefits
over a significant number of years are not possible. However, it is
estimated that in the next decade the average cost of an annual cost-
of-living increase might require an increase of about $750 in the tax
base and an increase of about 0.1 percent in the combined employee-
employer tax rates.

INTERRELATIONSHIP WITH RAILROAD RETiREMENT SYSTEM

An important element affecting old-age, survivors, and disability
insurance costs arose through amendments made to the Railroad Re-
tirement 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.

52—149 O—70-—---14
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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 reimbursements
from the railroad retirement system will be somewhat smaller than the
net additional benefits paid on the basis of railroad earnings.

REIMBURSEMENT FOR COSTS OF PRE-1957 MILITARY SERVICE WAGE CREDITS

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 for persons in mil-
itary service before 1957. These financing provisions were modified
by the 1965 amendment.s. The cost estimates contained here reflect tile
effect of these reimbursements (Which are included as contributions),
based on the assumption that te required appropriations will be
made in the future in accordance with the relevant provisions of the
law. These reimbursements are intended to be made on the basis of
a constant annual amount (as determined by the Secretary of Health,
Education, and Welfare) for each trust fund payable over the period
up to the year 2015 (with such amount subject to adjustment every 5
years).

REIMBURSEMENT FOR COSTS OF ADDITIONAL POST1 956 MILITARY SERVICE
WAGE CREDITS

Under the committee bill,, individuals in active military service
during 1957—67 will receive additional wage credits in excess of their
cash pay (but within the maximum creditable earnings base) in rec-
ognition of their remuneration that is payable in kind (e.g., quarters
and meals). These additional credits are at the rate of $300 per cal-
endar quarter. .(Under the 1967 amendments, additional noncontribu-
tory wage credits of up to $100 per month were granted for military
service performed after 167. The committee 'bill also modifies the
way in which these.credits are determined, from $100 per month to
$300 per quarter.) The additional costs that arise from these credits
are to be financed from general revenues on an "actual disbursements
cost" basis, with reimbursement to the trust funds on as prompt a
basis as possible (and with interest adjustments to make up for any
delay due to the time needed to make the necessary actuarial calcula-
tions from sample data and for the necessary appropriations to be
made).

In many instances, tihe availability of these additional wage credits
will not result in additional benefits because the individual will have
maximum credited earnings without them or because the year in
which such credits are granted will be a drop-out year in the computa-
tion of his average monthly wage. In the immediate-future years, the
cost of thee additional credits to the general fund will be relatively
small (only about $35 million a year) since there will be relatively
few cases arising, almost all due to death and disability.
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ACTUARIAL BALANCE OF PROGRAM IN PAST YEARS

ACTUARIAL BALANCE OF PROGRAM AYItR ENA(YI'MENT OF 1967 ACT'

The changes made by the 1967 amendments involved an increased
cost that was fully met by the accompanying changes in the financing
provisions (namely, an increase in the contribution rates in 1973 and
after and an increase in the earnings base). After an increase in the
allocation to the disability insurance system, both that portion of the
program and the old-age and survivors insurance portion were
estimated to be in close actuarial balance.

In 1968 the cost estimates were completely revised, based on the
availability of new operating data. The new estimates showed signifi-
cantly lower costs. The actuarial balance of the old-age, survivors, and
disability insurance program increased from + 0.01 percent of tax-
able payroll to +0.53 percent of taxable payroll. The factors con-
tributin to lower costs were as follows: (1) use of 1968 earnings
assumption (instead of 1966 earnings) +0.33 percent; (2) use of
41/4 percent interest assumption (instead of 33/4 percent), +0.11 per-
cent; (3) use of higher female labor force participation rates, +0.06
percent; and (4) other factors, +0.02 percent.

Then, in 1969, another complete revision of the actuarial cost esti-
mates was made. The estimated cost of the program was again signifi-
cantly reduced. The actuarial balance of the old-age, survivors, and
disability insurance program was thereby increased from the figure
of + 0.53 percent of taxable payroll according to the 1968 estimate to
+ 1.16 percent of taxable payroll. The factors contributing to lower
costs were as follows: (1) use of 1969 earnings assumption (instead
of 1968 earnings), + 0.22 percent; (2) use of 434-percent interest
assumption (instead of 41/4 percent), + 0.11 percent; (3) use of higher
labor force participation rates, for both men and women, + 0.23 per-
cent; and (4) other factors, + 0.07 percent.

ACTUARIAL BALANCE OF PROGRAM AFTER ENACTMENT OF 1969 ACT

According to the cost estimates for t.he 1967 act made in 1969, there
was a very favorthle actuarial balance for the combined old-age, sur-
vivors, and disability insurance system, but that there was a deficit of
0.01 percent of taxable payroll for the disability insurance portion,
and a favorable balance of 1.17 percent of taxable payroll for the old-
age and survivors insurance portion.

Under the 1969 act, the benefit changes made were financed by
utilizing the existing favorable actuarial balance, without any in-
creases in the contribution rates and the earnings base. Accordingly,
since the disability insurance system was in such close actuarial bal-
ance under the then-existing law, it was necessary to increase the por-
tion of the combined contributions which were allocated to it, so as to
finance the cost of the 15-percent benefit increase. Under the new
allocation basis, both the old-age and survivors insurance system and
the disability insurance system were in close actuarial balance.

1 For details of the actuarial balance of the program before the enactment of the 1967
act, see page 83, H. Rept. 544, 90th Cong.
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ACTUARIAL BALANCE OF PROGRAM UNDER THE COMMriTh BILL

Table I traces through the change in the actuarial balance of the
system from its situation under present law, according to the latest
estimate, to that under the committee bill, by type of major changes
involved, determined as of January 1, 1970.

TABLE I—CHANGES IN ACTUARIAL BALANCE OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM,
EXPRESSED IN TERMS OF ESTIMATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, BY TYPE OF CHANGE,

INTERMEDIATE-COST ESTIMATE, PRESENT LAW AND COMMITTEE BILL

un percentj

Item

Old-age and
survivors
insurance

Disability
insurance

Total
system

Actuarial balance of present system —0. 08 0.00 -0. 08

Effect of using 1970 earnings
Increase in earnings base
Age 62 computation point for men
Earnings test changes
Widow s benefits 100 percent PIA at 65
Liberalized eligibility for blind
4-month disability waiting period
Family maximum for new beneficiaries
Miscellaneous changesa
10 percent benefit increase and $100 minimum
Revised contribution schedule

+.25
+. 20

—0.7
—. 13
—.20

(2)
(2)

—.03
—.01

—1.11
+1.04

+.03
+. 03

(I)
(1)
(5)

—.08
—, 06
—.01

(I)
—.13
+. 21

+.28
+. 23
—.07
—. 13
—.20
—.08
—.06
—.04
—, 01

—1.24
+1.25

Total effect of changes In bill -
Actuarial balance under bill

—.06
—.14

—.01
—.01

—.07
—.15

I Less than 0.005 percent.
'Not applicable to this program.
a Includes the following: child's benefits for children disabled at ages 18 to 21; disabled-child 7 years re-entitlement;

reduced widower's benefits at age 60, and broaden definition of adopted child.

The changes made by the committee bill would maintain the sound
actuarial position of the old-age, survivors, and disability insurance
system. The estimated actuarial balance of — 0.15 percent of taxable
payroll is not quite inside the established limit within which the
system is considered substantially in actuarial balance (i.e. —0.10 per-
cent of taxable payroll), but—as pointed out earlier—the difference is
small in light of rising earnings levels and should be made up when
a new actuarial valuation is made in the latter part of 1971, when data
on 171 earnings become available.

It should be emphasized that in 1950 and in subsequent amend-
ments, the Congress did not recommend that the 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
such a level rate. Nonetheless, 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 an equivalent level tax rate. This fund will be invested in Gov-
ernment securities (just as is also the case for the funds of the
civil service retirement, railroad retirement, national service life in-
surance, and U.S. Government life insurance systems). The resulting
znterest income will help to bear part of the higher benefit costs of
th suture.
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LEVEL-COST OF BENEFIT PAYMENTS, BY TYPE

The level-cost of the old-age and survivors insurance benefit pay-
ments (without considering administrative expenses, the railroad
retirement financial interchange, and the effect of interest earnings on
the existing trust fund) under the 1969 act, according to the latest
intermediate-cost estimate, is 8.90 percent of taxable payroll, and the
corresponding figure for the program as it would be modified by the
committee bill is 9.98 percent. The corresponding figures for the dis-
ability benefits are 1.10 percent for the 1969 act and 1.32 percent
for the committee bill.

Table II presents the benefit costs for the old-age, survivors, and
disability insurance system as it would be after enactment of the
committee bill, separately for each of the various types of benefits.

TABLE IL—ESTIMATED LEVEL-COST OF BENEFIT PAYMENTS, ADMINISTRATIVE EXPENSES. AND INTEREST
EARNINGS ON EXISTING TRUST FUND UNDER THE OLD-AGE. SURVIVORS, AND DISABILITY INSURANCE SYSTEM,

AFTER ENACTMENT OF COMMITTEE BILL, AS PERCENTAGE OF TAXABLE PAYROLL,' BY TYPE OF BENEFIT,
INTERMEDIATE-COST ESTIMATE

tIn percenti

Old-age and

Item
survivors

insurance
0 isabiity
insurance

Primary benefits
Wife's and husband's benefits

6.80
.53

1.09
.07

Widow's and widower's benefits
Parent's benefits
Child's benefits

1.62
.01
.81

(2)
(2)

A6
Mother's benefits
Lump-sum death payments

.14

.07
(2)
(2)

Total benefits 9.98 1.32
Administrative expenses J3 .04
Railroad retirement financial interchange 09
Interest on existing trust fund

Nettotallevel-cost

—.24 —.04

9.96 1.32

I Including adjustment to reflect the lower contribution rate on self-employment income and on tips, as compared with
the combined employer-employee rate.

2 This type of benefit is not payable under this program.
3 This item includes reimbursement for additional cost of noncontributory credit for military service and is taken as an

offset to the benefit and administrative expense costs.

INCOME AND Otj'rcio IN N FUTtTRE

Under the committee bill, benefit disbursements under the old-
age, survivors, and disability insurance program will increase, over
present law, by about $6.7 billion in 1972, the first full calendar year
of operation under the modified program. The contribution income
for the old-age, survivors, and disability insurance program in 1972
is about $0.8 billion higher than under present law (table III). Al-
though these estimates are on a level-cost basis, the idea underlying the
estimates assumes that Congress will continue, as in the past, to legislate
specific benefit increases which take into account changes in earnings
and price levels. Therefore, these estimates, and the others in this
section, assume no automatic increases in benefit rates under the cost-
of-living provision.

Under the program as modified by the committee bill, the old-
age and survivor's trust fund will increase slowly during 1.971—74,.
rising from $32.3 billion at the end of 1970 to $37.3 billion at the
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end of 1974. During this period the amount of annual increase will
Ihise from about $0.2 billion in 1971 to about $2.6 billion in 1974. Then,
in 1975, when the contribution rates increase (the combined employer-
employee rate going from 8.8 percent to 10.0 percent), the trust fund
increases by $9.3 billion; such large increases will also occur in the
years immediately following 1975 (table IV). The trust fund balance
at the end of each year during the period 1970—74 will amount to ap-
proximately 90 percent of the following year's outgo for beneht
payments.

The disability insurance trust fund is estimated to increase by about
$0.1 billion in 1971, and by somewhat larger amounts each year there-
after, through 1974, when the fund increases by about $0.4 billion.
The increase in 1975 will be about $1.0 billion, reflecting the increase
from 0.95 percent in 1974 to 1.05 percent in 1975, in the combined em-
ployer-employee contribution rate allocated to the fund. The balance
in the disability insurance trust fund will increase from $5.6 billion
at the end of 1970 to $6.5 billion at the end of 1974, and then to $7.5
billion at the end of 1975 (table V). The trust fund balance at the end
of each year during the period 1970—74 will be approximately 1.3
times the amount of benefit payments in the following year.

TABLE 111.—PROGRESS OF OLD-AGE AND SURVIVORS INSURANCE AND DISABILITY INSURANCE TRUST FUNDS,

COMBINED, SHORT RANGE ESTIMATE

lb millionsi

Income Disbursements

Railroad
Admin. retirement Net

Contribu. Interest Benefit istrative financial increase Funds at
Calendar year lions' on fund payments2 expenses interchange in funds end of year

Past experience:
1960 $11,876 $569 $11,245 $240 $314 $647 $22,613
1961
1962
1963
1964
1965
1966
1967
1968
1969

12, 323
13, 105
15,640
16. 843
17, 205
22,679
25, 518
27, 448
32,004

614
594
587
633
651
702
896

1,045
1, 342

12. 749
14,461
15,426
16, 223
18, 311
20,051
21, 417
24,954
26, 767

303
322
348
375
418
393
515
603
612

337
372
442
422
459
469
539
458
513

—451
—1,456

10
456

—1,331
2,467
3,942
2. 479
5,453

22, 162
20, 705
20,715
21, 172
19, 841
22,308
26, 250
28, 729
34, 182

Estimated future expe-
rience under commit-
tee bill:

19703
1971
1972
1973
1974
1975

34,987
39,366
42, 202
44,647
41, 206
55,694

1,821
1,920
1,985
2,117
2, 303
2,691

31,894
39,539
41, 797
43, 274
44,779
46,316

623
810
812
869
885
892

589
617
778
867
840
827

3,702
320
800

1,754
3,005

10,350

37,884
38.204
39, 004
40, 758
43, 763
54, 113

3 Indudes reimbursements from general fund of Treasury for costs of noncontributnry credits for military service and
payments to noninsured persons aged 72 and over.

2 Includes payments for vocational rehabilitation services.
3 Under present law.

Note: Estimates assume no automatic increases in benefit rates under the cost-of-living provision.
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TABLE IV.—PROGRSS OF OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, SHORT-RANGE ESTIMATE

jln millionsi

Income Disbursements

Net
increase
in funds

Funds at
end of year

Contribu-
Calendar year tions I

Interest
on fund

Benefit
payments2

Admin-
istrative

espenses

Railroad
retirement

financial
interchange

Past experience:
1960 $10, 866 $516 510, 677 $203 $318 $184 520, 324
1961 11285 548 11,862 239 332 —599 19,725
1962 12,059 526 13,356 256 361 —0,388 18,337
1963 14,541 521 14,217 281 423 143 18,480
1964 15,689 569 14,914 296 403 645 19,125
1965 16,017 593 16,737 328 436 —890 18,235
1966 20, 658 644 18, 267 256 444 2, 335 20, 570
1967 23,216 818 19,468 406 508 3,652 24,222
1968 24, 101 939 22, 643 476 438 1,483 25, 704
1969 28, 389 1,165 24, 210 474 491 4,378 30, 082

Estimated future
experience under
committee bill:

19703 30, 539 1,542 28, 799 461 579 2,242 32, 324
1971 35,272 1,598 35,452 572 605 241 32,565
1972 37,695 1,655 37,382 600 754 614 33,179
1973 39, 849 1, 770 38, 656 646 832 1, 485 34, 664
1974 42, 123 1,932 39, 975 650 807 2,623 37, 287
1975 49, 837 2,281 41, 332 649 794 9, 343 46, 630

'Includes reimbursements from general fund of Treasury for costs of soncontributory credits for militsry service and
payments to noninsured persons aged 72 and over.

'Includes payments for vocational rehabilitation services.
3 Under present law.

Note: Estimates assume no automatic increases in benefit rates under the cost-of-living provision.

TABLE V.—PROGRESS OF DISABILITY INSURANCE TRUST FUND, SHORT-RANGE ESTIMATE

tIn millionsi

Income Disbursements

Contribu- Interest Benefit
Admin-
istrative

Railroad
retirement

financial
Net

increase Funds at
Calendaryear tions' on fund payments3 expenses interchange in funds end of year

Past experinece:
1960 $1,010 $53 5568 536 —$5 5464 52,289
1961 1,038 66 887 64 5 148 2,437
1962 1,046 68 0,105 66 11 —69 2,368
1963 1,099 66 1,210 68 20 —133 2,235
1964 1,154 64 1,309 79 19 —188 2,047
1965 1, 188 59 1, 573 90 24 —440 1,606
1966 2,022 58 1,784 137 25 133 1,739
1967 2,302 78 1,950 109 31 290 2,029
1968 3,348 106 2,311 127 20 996 3,025
1969 3,615 177 2,557 138 21 1,075 4,100

Estimated future ex-
perience under com-
mittee bill:

19703 4,448 279 3,095 162 10 1,460 5,560
1971 4,094 322 4,087 238 12 79 5,639
1972 4, 507 330 4,415 212 24 186 5,825
1973 4, 798 347 4,618 223 35 269 6,094
1974 5,083 371 4,804 235 33 382 6,476
1975 5,857 410 4,984 243 33 1,007 7,483

I Includes reimbursements from general fund of Treasury for cost of noncontributory credits for military service.
a Includes payments for vocational rehabilitation services.

Under present law.

Note: Estimates assume no automatic increases in benefit rates under the cost-of-living provision.

LONO-RANG OrFJTIoNs cm' OASI TRUST Fuiw

Table VI gives the estimated operations of the old-age and survivors
insurance trust fund under the program as it would be changed by
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the committee bill for the long-range future, based on the inter-
mediate-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 nearly all of
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.

In every year after 1969 for the next 25 years, contribution income
under the system as it would be modified by the committee bill is
estimated to exceed old-age and survivors insurance benefit disburse-
ments. Even after the benefit-outgo curve rises ahead of the contribu-
tion-income curve, the trust fund will nonetheless continue to increase
because of the effect of interest earnings (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 under the intermediate long-range cost
estimate (with a level-earnings assumption), reaching $40 billion in
1980 and about $115 billion at the end of this century. The trust fund
is shown as being exhausted in about 62 years, which results from the
small lack of actuarial balance, as indicated previously.

TABLE Vt—ESTIMATED PROGRESS OF OLD-AGE AND SURVIVORS INSURANCE TRUST FUND UNDER SYSTEM AS
MODIFIED BY COMMITTEE BILL, LONG-RANGE INTERMEDIATE-COST ESTIMATE

Calendar year Contributions
Benefit

payments I

Adminis-
trative

expenses
Interest on

fund

Balance in
fund at

end of year

1980
1985
1990
1995
2000

$50, 481
53, 667
63, 564
68, 447
73,942

$47, 286
54, 505
61, 888
68,095
71,885

$714
772
830
881
920

$1, 550
2,075
3, 018
3,821
4,870

$40, 505
50, 334
73, 106
90, 764

115,118
2025
2040

96, 214
110. 534

119,296
138, 606

1, 353
1, 558

6, 760
(2)

148, 773
(2)

* Includes effect of financial interchange with railroad retirement system.
2 Fund exhausted in 2032.

Note: Contributions include reimbursement for additional cost of noncontributory credit for military service before
1957. No account is taken in this table of the outgo for the special benefits payable to certain noninsured persons aged 72
or over or for the additional benefits payable on the basis of noncontributory credit for military service after 1956—or of
the corresponding reimbursement therefor, which is exactly counterbalancing from a long-range cost standpoint.

Estimates assume no automatic increases in benefit rEes under the cost.of.living provision.

LONG-RANGE OPERATIONS OF DI TRUST FUND

The disability insurance trust fund, under the program as it would
be changed by the committee bill, grows after 1969, according to
the intermediate long-range cost estimate, as shown by table VII.
In 1980, it is shown as being $4 billion, while in 1990, the correspond-
ing figure is $14 billion. There is a small excess of contribution income
over benefit disbursements for every year after 1969 for the next 25
years, and then the fund declines and is exhausted by 2024.
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TABLE VIl.—ESTIMATED PROGRESS OF DISABILITY INSURANCE TRUST FUND UNDER SYSTEM AS MODIFIED BY

COMMITTEE BILL, LONG-RANGE INTERMEDIATE-COST ESTIMATE

(In millionsj

Calendar year Contributions
Benefit

payments 1

Adminis-
trative

expenses
Interest on

fund

Balance in
fund at

end of year

t980
1985
1990
1995
2000
2025
2040

$7, 129
7,591
8,674
9, 341

10,098
13. 099
15,044

$6, 167
7,140
7,904
8, 827

10,084
14, 583
17,117

$226
237
250
270
306
439
516

$148
310
608
863

1,078
(2)
(2)

$4, 277
7,653

14, 455
20,033
24,634

(2
(a

I Indudes effect of financial interchange provision with railroad retirement system.
2 Fund exhausted in 2024.

Note: Contributions include reimbursement for additional cost of noncontributory credit for military service before
1957. No account is taken In this table of the outgo for the additional benefits payable on the basis of noncontributory
credit for military service after 1956—or of the corresponding reimbursement therefor, which is exactly counterbalancing
from a long-range cost standpoint.

Estimates assume no automatic increases in benefit rates under the cost-of-living provision.

Table VIII shows the estimated costs of the old-age and survivors
insurance benefits and of the. disability insurance benefits under the
program as it would be changed by the committee bill as a per-
centage of taxable payroll for various future years, through the year
2040, and also the level-costs of the two programs.

TABLE VIII.—ESTIMATED COST OF BENEFIT PAYMENTS OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
SYSTEM AS PERCENT OF TAXABLE PAYROLL,1 UNDER SYSTEM AS MODIFIED BY COMMITTEE BILL

Calendar year

Old-age and
survIvors
Insurance

benefits

Disability
insurance

benefits
Total

benefits

1980
1985
1990
1995
2000
2025
2040
Level.costa

8.91
9.70

10.40
10.65
10.43
13.34
13.50
9.96

1.17
1.27
1.33
1.38
1.46
1.62
1,65
1.32

10.08
10.97
11.73
12.03
11.89
14.96
15.15
11.28

1 Taking into account the lower contribution rate for self.employment income and tips, as compared with the combined
employer-employee rate.

a Level contribution rate, at an interest rate of 4.75 percent benefits after 1969 taking into account interest on the trust
fund on December 31, 1969, future administrative expenses, the railroad retirement financial interchange provisions,
and the reimbursement of noncontributory military-wage-credits cost.

Note: Estimates assume no automatic increases in benefit rates under the cost-of-living provision.

C. ACTUARIAL COST ESTIMATES FOR TUE HOSPITAL INSURANCE
SYSTEM

SUMMARY OF ACTUARIAL COST ESTIMATES

The ho6pital insurance system, as modified by the committee bill,
has an estimated cost for benefit payments and administrative expenses
that is in approximate long-range balance with contribution income.
It is recognized that the preparation of cost estimates for hospitaliza-
tion and related benefits is much more difficult and is much more sub-
ject to variation than cost estimates for the cash benefits of the old-
age, survivors, and disability insurance system. This is so not only be-
cause the hospital insurance program has but a few years of operating
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experience, but also because of the greater number of variable factors
involved in a service-benefit program than in a cash-benefit one.

New long-range actuarial cost estimates for the hospital insurance
system have recently been prepared. They show a significantly higher
benefit cost than the previous estimates, which were used as the basis
for the 1967 amendments.

These new cost estimates are based on revised assumptions as to the
many factors involved in the hospital insurance program. Based on
actual recent experience, the assumptions include higher unit costs in
the future for hospital and other services covered by the program, an
increasing trend in utilization of services, and somewhat higher
increases in covered earnings that are subject to contributions. A
detailed presentation of the new assumptions is contained in "Actu-
arial Study No. 71," issued by the Social Security Administration,
Department of Health, Education, and Welfare, but some information
on these matters is presented in the subsequent discussion here.

FINANCING POLICY

FINANCING BASIS or COMMIT1'EE BILL

The contribution schedule contained in the committee bill for the
hospital insurance program, under a $9,000 taxable earnings base be-
ginning in 1971, is as follows, as compared with that of present law:

tin percentj

Calendar year

Combined employer-emplo yee rate Self-employed rate

Present
law

House-
approved

bill
Committee

bill
Present

law

House-
approved

bill
Committee

bill

1970
1971—12
1973-74

1.2
1.2
1.3

1.2
2.0
2.0

1.2
1.6
1.8

0.60
.60
.65

0.6
1.0
1.0

0.6
.8
.9

1915
1976—79
1980—85

1.3
1.4
1.6

2.0
2.0
2.0

2.0
2.0
2.2

.65

.70

.80

1.0
1.0
1.0

1.0
1.0
1.1

1986
1987 and after

1.6
1.8

2.0
2.0

2.2
2.2

.80

.90
1.0
1.0

1.1
1.1

Only one provision of the committee bill would add to the cost of
the hospital insurance program. This provision would authorize the
Secretary of Health, Education, and Welfare to establish presumptive
periods of coverage on the basis of a physician's certification for
patients admitted to an extended care facility (ECF) or started on
a home health plan. Unless disapproved in advance, coverage upon
admission to an ECF would continue for the lesser of: (a) the initially
certified period, (b) until notice of disapproval, or (c) 10 days.
Administration of the home health benefit would follow essentially
the same apjroach. It is believed that this provision might increase
ECF admissions; however, some of the related hospital stays will be
shortened. The net effect of this provision is estimated to be a level-cost
of .03 percent of taxable payroll.

The bill contains a number of provisions which are intended to
reduce the cost of the program. Among these provisions are the elim-
ination of payments to certain providers of services who have abused
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the program, the limitation of the payments to certain providers of
services who furnish services which are determined to be unduly ex-
pensive., certain limitations on financial participation for supporting
unnecessary capital expenditures, the possibility of increased economy
under prospective-reimbursement experiments and demonstration
projects, the limitation of reimbursement to customary charges in cer-
tain instances when these are less than reasonable cost, and the require-
ment of reasonable institutional planning. The actuaries have not
found it possible to estimate the extent of these savings; accordingly,
any savings resulting from these provisions represents a safety margin
in the cost estimate.

Another provision is designed to establish at local levels profes-
sional standards review organizations (PSRO's) as primary pro-
fessional quality and cost control mechanisms for all health care
services provided under medicare (and medicaid). When PSRO's
are fully operational, they will have the potential to reduce the pro-
gram cost substantially. Although the effectiveness of such organiza-
tions has been demonstrated at various localities, there is no experience
on a nationwide basis. Here, too, the actuaries have not found it
possible to estimate the savings that will result from this provision
t.a this time; the reductions in cost (as well as any short-run increase in
administrative expenses in setting up PSRO's) due to t.his provision
are not taken into account in the actuarial cost estimates at this time.
As the hospital insurance program experience affected by the PSRO's
emerges, it is the committee's hope that they can be incorporated
in the future actuarial cost estimates.

A provision designed to simplify medicare reimbursement requires
the uniform use of the jlepartmental method of cost apportionment
for most larger institutions. The estimated level-cost savings to the
program due to this provision is .02 percent of taxable payroll.

Another change made by the committee bill would permit individ-
uals to obtain their medicare coverage (both hospital insurance and
supplementary medical insurance) through a health maintenance orga-
nization (a group practice prepayment plan or other capitation plan).
In such instances, the medicare program would pay for such coverage
on a caipitation basis. The capitation rate shall be determined by using
established actuarial methods. It is the sum of the following three com-
ponents: (1) An adjusted net premium which is determined by adiust-
ing each HMO's net premium rate (actuarial benefit cost of providing
the services) for enrollees under ae 65 for differences between people
age 65 and over and those under age 65 as to their utilization of services.
Adjustments should also be made to reflect underwriting requirements,
and other relevant fartors. The adjusted net premium rate shall not ex-
ceed 95 percent of the benefit costs that, according to actuarial esti-
mates (which would take into account such factors as age and sex
of the enrollees, geographical location of the organization, the
selection of risks, and the enrollment rules of the organization and
other relevant factors determined by actuarial principles), would
otherwise have been payable with respect to such persons if they
had not been members of such organizations; (2) A risk charge (re-
tention minus administrative expenses) which is the lesser of (a)
the adjusted net premium times the ratio of the weighted gross pre-
mium rate of enrollees under age 65 over the corresponding actual
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benefit costs per capita plus administrative expenses per capita, or
(b) 150 percent of the average dollar amount of risk charges per
capita that such organization structured in the premium rate for all en-
rollees under age 65; and (3) An administrative allowance which rea-
sonably represents the actual administrative costs of such organization
but not to exceed 95 percent of the national average per capita cost
of administrative expenses incurred by intermediaries and carriers
(excluding auditing expenses) for the same time period. The commit-
tee believes very strongly that the actuarial determinatiions shall be
performed by qualified actuaries experienced in health insurance
programs.

No valid experience under the medicare program is available for
the purpose of making any cost estimates of the effect of the health
maintenance organization provision. To the extent that adequate
actuarial analysis can be made in the future as to the actual operation
of those organizations, there could be a significant reduction in the
long-run cost of the medicare rograin.

In the early years of operation, however, there might be increased
program costs, because the relatively few organizations of this type
now in existence are being reimbursed only their actual costs, whereas
under the provisions of the committee bill, they could, in the future,
be reimbursed somewhat more than costs. On the other hand, if such
organizations can supply the covered services at a lower cost than
what would otherwise prevail, then in the future, if more of these
organizations are formed, there might be a significant net savings
to the program. Acordingly, the actuarial cost estimates have not
been increased to reflect the possible short-range cost aspects of this
provision for a different reimbursement basis Jor health maintenance
organizations since it is possible that in the long run the provision
will result in savings.

The committee bill also contains a provision that would eliminate
payments under the medicare program for services covered by the Fed-
eral employees health benefits plan, beginning in 1972, unless such
plan is modified to make available coverage supplementary to that
under the medicare program. For the purposes of the actuarial cost es-
timates, no account is taken of any possible reduction in benefit pay-
ments under the medicare program on this account, because of the like-
lihood that such modification will occur.

The committee bill provides n opportunity for persons who are
not otherwise eligible under the hospital insurance program to enroll,
on a voluntary basis, and then to pay the estimated full cost of the
benefit protection thus made available. Such voluntary elective mdi-
vidual coverage can also be obtained by States and other organizations
on a group basis for their retired employees aged 65 and over who are
not otherwise protected under the hospital insurance program.

In this area also, the actuarial cost estimates presented in this
report do not take into account the effect of this provision for volun-
tary coverage of otherwise ineligible persons, since it is not possible
to estimate how many of the approximately 250,000 persons eligible
to so elect will actually do so; of these 250,000 persons, about 145.000
are covered under the Federal Employees Health Benefits plan and
so are unlikely to elect the voluntary hospital insurance under the
bill. Thus, approximately 100,000 persons are really potentially eli-
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gible to elect. Furthermore, if the premium rate, which has been
actuarially estimated at $27 per month for the first year of operation,
is adequate, there will be no net effect on the financial operations
of the tota.l program. In any event, whether or not such experience
is favorable, there will be relatively little effect on the financial opera-
tions of the program, because of the small number of persons likely
to be involved.

The hospital insurance program is completely separate from the
old-age, survivors, and disability insurance system in several ways,
although the earnings base has thus far been the same under both pro-
grams. ]'irst, the schedules of tax rates for old-age, survivors, and dis-
ability insurance and for hospital insurance are in separate subsections
of the Internal Revenue Code (unlike the situation for old-age and sur-
vivors insurance as compared. with disability insurance, where there is a
single tax rate for both programs, but an allocation thereof into two
portions). Second, the hospital insurance program has a separate trust
fund (as is also the case for old-age and survivors insurance and for
disability insurance) and, in addition, has a separate Board of
Trustees from that of the old-age, survivors, and disability insurance
system. Third, income tax withholding statements (forms W—2) show
the proportion of the total contribution for old-age, survivors, and
disability insurance and for hospital insurance that is with respect to
the latter. Fourth, the hospital insurance program covers railroad
employees directly in the same manner as other covered workers, and
their benefit payments are paid directly from this trust fund (rather
than directly or indirectly through the railroad retirement system),
whereas these employees are not covered by old-age, survivors, and
disabilit.y insurance (except indirectly through the financial inter-
change provisions). Fifth, the financing basis for the hospital insur-
ance system is determined under a different approach than that used
for the old-age, survivors, and disability insurance system, reflecting
the different natures of the two programs (by assuming rising earn-
ings levels and rising hospitalization costs in future years, instead of
level-earnings assumptions and by making the estimates for a 25-year
period rather than a 75-year one). Sixth, the contribution rate for self-
employed persons is the same as for employees, whereas under old-age,
survivors, and disability insurance, th self-employed pay 50 percent
more at the present time.

SELF-SUPPORTING NATURE OF SYSTEM

Just as has always been the case in connection with the old-age,
survivors, and disability insurance system, the committee has very
carefully considered the cost aspects of the present hospital insurance
system and proposed changes therein. In the same manner, the com-
mittee believes that this program should be'completely self-supporting
from the contributions of covered individuals and employers (the
transitional uninsured group covered by this program have t.heir bene-
fits, and the resulting administrative expenses, completely financed
from general revenues). Accordingly, the committee very strongly
believes that the tax schedule in the law should make the hospital in-
surance system sel f-supporting over the long range as nearly as can
be foreseen, and thus actuarially sound.
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ACTUARIAL SOUNDNESS OF SYSTEM

The concept of actuarial soundness as it applies to the hospital
insurance system is somewhat similar to that concept as it applies to
the old-age, survivors, and disability insurance system (see discussion
of this topic in another section), but there are important differences.

One major difference in this concept as it applies between the two
different systems is that cost estimates for the hospital insurance pro-
gram are made over a period of only 25 years in the future, rather
than 75 years as in connection with the old-age, survivors, and disabil-
ity insurance program. A shorter period for the hospital insurance
program is necesary because of the greater difficulty in making fore-
cast assumptions for a service benefit than for a cash benefit. Although
there is reasonable likelihood that the number of beneficiaries aged 65
and over will tend to increase over the next 75 years when measured
relative to covered population .(so that a period of this length is both
necessary and desirable for studying the cost of the cash benefits
under the old-age, survivors, and disability insurance program), it is
far more difficult to make reasonable assumptions as to the trends of
medical care costs and practices for more than 25 years in the future.
In fact, experience with the hospital insurance program has shown
that it is difficult even to project 5 years into the future.

It seems desirable to the committee that the hospital insurance pro-
gram should be in close actuarial balance. In order to accomplish this
result, the committee has revised the contribution schedule to meet
this requirement, according to the underlying cost estimates.

HOSPITALIZATION DATA AND ASSUMPTIONS

PAST INCREASES IN HOSPITAL COSTS AND IN EARNINGS

Table A presents a summary comparison of the annual increases in
hospital costs and the corresponding increases in wages that have oc-
curred since 1955 and up through 1969.

TABLE A—COMPARISON OF ANNUAL INCREASES IN HOSPITAL COSTS AND IN EARNINGS

IPercentl

Calendar year

Increase over previous year

Average wages
in covered

employment I

Average daily
hospitalization

costs'

1956 5.7 4.5
1957 5.5 7.7
1958 3.3 8.6
1959 33 6.8
1960 4.3 6.8
1961 3.1 8.5
1962 4.2 5.3
1963 4 5.6
1964 3.1 6.9
1965 1.6 7.0
1966 4.4 8.3
1967 6.3 12.3
1968 7.0 13. 5
1969 6.0 814.0

Average for 1956-65
Average for 1966—69

3.6
5.9

6.8
12.0

I Data are for calendar years (based on experience In 1st quarter of year).
Data are for fiscal years ending iii September of year shown. Data are from American Hospital Association, and "hos-

pitalization costs" represents total hospital espense per atlent day.
a Preliminary estjmata made by SocIal Security Administration.
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The annual incieases in earnings are based on those in covered em-
ployment under the old-age, survivors, and disability insurance system
as indicated by first quarter taxable wages, which by and large are not
affected by the maximum taxable earnings base. The data on increases
in hospital costs are based on a series of average daily expense per
patient day (including not only room and board, but also other inpa-
tient. charges and other expenditures of hospitals) prepared by the
American Hospital Association.

The annual increases in earnings fluctuated somewhat over the period
up through 1965, although there were not very large deviations from
the average annual rate of 3.6 percent; no upward or downward trend
overt.he period is discernible. The annual increases in hospital costs
likewise fluctuated from year to year during this peiiod, around the
average annual rate of 6.8 percent.

During the period 1956—65, hospital costs increased at a faster rate
than earnings. The differential between these two rates of increase fluc-
tuated widely, being as high as somewhat more than 5 percent in some
years and as low as a negative differential of about 1 percent. in 1956
(with the next lowest differential being a positive one of about 1 per-
cent in 1962). Over the entire 10-year period, the differential between
the average annual rate of increase in hospital costs over the average
annual rate of increase in earnings was 3.2 percent.

Following 1965, however, both earnings and hospital costs have
risen sharply, the former at a rate of about 6 percent per year and
the latter at about 12 percent per year. Thus, the differential rate
of increase of hospital costs as against earnings was about 6 percent
per year during 1966—69, as compared with 3 percent in the preceding
decade. Or, to put it another way, in the past 15 years, hospital costs
have increased at doubie the rate that earnings in general have. No
change in this relationship is evident currently, so that relatively high
increases in hospital costs seem likely in at least the next few years.

The Deparment of Health. Education, and Welfare estimates that,
in the future, after the next few years, earnings will increase at a rate
of about 4 percent per year. It is much more difficult to predict what
the corresponding increase in hospital costs will be.

EFFECT ON COST ESTIMATES OF RISING HOSPITAL COSTS

A major consideration in making cost estimates for hospital bene-
fits, then, is how long and to what extent the tendency of hospital costs
to rise more rapidly than the general earnings level will continue in
the future, and whether or not it may, in the long run, be counter-
balanced by a trend in the opposite direction. Some factors to consider
are. the relatively low waes of hospital employees (which have been
rapidly "catching up" with t.he general level of wages and obviously
may be expected to "catch up" completely at some future date, rather
than to increase indefinitely at a more rapid rate than wages gen-
erally) and the development of new medical techniques and proce-
dures, with resultant increased expense.

In connection with this latter factor, there are possible counterbal-
ancing factors. The higher costs involved for more refined and exten-
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sive treatments may be offset by the development of out-of-hospital
facilities, shorter durations of hospitalization, and less expense for
subsequent curative treatments as a result of preventive measures.
Also, it is possible that at some time in the, future, the productivity
of hospital personnel will increase significantly as the result of changes
in the organization of hospital services or for other reasons, so that,
as in other fields of economic activity, the general wage level might
increase more rapidly than hospitalization prices in the long run.

Perhaps the major consideration in making actuarial cost estimates
for hospital benefits is that—unlike the situation in regard to cost
estimates for monthly cash benefits, where the result is the opposite—
an unfavorable cost result is shown when total earnings levels rise,
unless the financing provisions of the system are kept up to date (inso-
far as the maximum taxable earnings base is concerned). The reason
for this result is that hospital costs rise at least at the same rate over
the long run as the total earnings level, whereas the contribution in-
oome rises less rapidly, unless the earnings base is kept up to date, than
the total earnings level.

For these reasons, the cost estimates were previously based on the
assumption that both hospital costs and the general level of earnings
will increase in the future for the entire 25-year period considered,
while at the same time the earnings base will not change. The present
cost estimates no longer assume that the maximum taxable earnings
base will not change, but rather that it will be increased in the future
as in the past.

'The committee is aware that such a modification represents a basic
change from the way future financing of the hospital insurance pro-
gram has previously been handled. However, there are a number of
provisions in the committee bill which should result in savings but
for which no savings have been reflected in the actuarial projections.
It is the committee's hope that these provisions will offset any unan-
ticipated further cost increases in the future.

The fact that the cost-sharing provisions (the initial hospital de-
ductible and the coinsurance features) are on a dynamic basis which
varies with hospital costs is taken into account as not requiring a
higher cost estimate than would be needed if static conditions were
assumed.

ASSUMPTIONS AS TO RELATIVE TRENDS OF HOSPITAL COSTS AND EARNINGS
UNDERLYING COST ESTIMATE FOR COMMITTEE BILL

As indicated previously, the committee very strongly believes that
the financing basis of the hospital insurance program should be de-
veloped on a conservative basis. Although the trend of beneficiaries
aged 65 and over relative to the working population will undoubtedly
move in an upward direction after 25 years from now, it seems impos-
sible to predict what 'the trend of medical costs and what hospital-



utilization and medical-practice trends will be in the distant future.
The assumptions as to the short-term trend of hospital costs for the

cost estimates presented here are shown in table B. As in the past,
it is assumed that the greatest annual increases in hospital cost rates
have already taken place.

TABLE B—ASSUMPTIONS AS TO FUTURE RATES OF INCREASES IN HOSPITAL COSTS

Rate of increa8e
Calendar year: (in percent)

1969 15.0
1970 14.0
1971 13.0
1972 11. 5
1973 10. 0
1974 8. 5
1975 7.0
1976 6. 0
1977 5. 0
1978 and after 4. 0

ASSUMPTIONS AS TO hOSPITAL UTILIZATION RATES UNDERLYING COST
ESTIMATES FOR COMMITTEE-APPROVED BILL

The hospital utilization assumptions for the cost estimates in this
report are founded on the hypothesis that current practices in this
field will not change even more in the future than past experience
has indicated. In other words, no account is taken of the possibility
that there will be a drastic change in philosophy as to the best medical
practices, so as, for example, to utilize in-hospital care to a much
greater extent than is now the case.

The hospital utilization rates used for the cost estimates for your
committee's bill are based on the actual experience of the program in
1968, with assumed increases of 1 to 2 percent per year for the next
decade.

ASSUMPTIONS AS TO HOSPITAL PER DIEM RATES UNDERLYING COST
ESTIMATES FOR COMMITTEE-APPROVED BILL

The average daily hospital reimbursement rat by the program for
1968 (i.e. not including the cost-sharing payments made by the bene-
ficiaries) was about $48. This was projected for future years in the
manner described previously.

RESULTS OF COST ESTIMATES

SUMMAR'Y OF COST ESTIMATE FOR COMMITTEE BILL

The level-cost of the benefits and administrative expenses under
present law is estimated at 2.11 percent of taxable payroll under the

a2—149 O—7O————15
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assumption that the earnings base will be increased in the future as in
the past. Such level-cost would be 2.79 percent of taxable payroll if it
were assumed that the earnings base would remain fixed at $7,800 over
the entire 25-year valuation period—the assumption underlying pre-
vious actuarial evaluation of the program

Under the rising-earnings-base assumption, the level-equivalent of
the graded contribution schedule under present law is 1.56 percent of
taxable payroll and the level-equivalent value of the existing trust
fund is 0.02 percent of taxable payroll, so that there is a lack of actu-
arial balance under present law, using the revised estimates of hospital
cost trends and the other revised cost factors, amounting to 0.53 per-
cent of taxable payroll. Under the assumption that the earnings base
remains level in the future at the $7,800 amount specified in present
law (the assumption which has heretofore been made in settmg the
contribution schedule), the level-equivalent of the contribution sched-
ule is 1.52 percent of taxable payroll, and the level-equivalent of the
existing trust fund is 0.03 percent of taxable payroll, so that then the
actuarial balance would be —1.24 percent of taxable payroll.

Under the committee bill, there would be additional financing
for the program, both through the increase in the earnings base to
$9,000, effective in 1971, and through increasing the rates in the con-
tribution schedule. Thus, the new contribution schedule (which has a
level-equivalent value of 2.05 percent of taxable payroll) would, if the
projected cost assumptions are valid, adequately finance the program,
whose actuarial balance would then be —0.05 percent of taxable
payroll.

Table C traces through the actuarial balance of the hospital insur-
ance system from its situation under present law, according to the
latest estimate, to that under the committee bill, determined as of
January 1, 1970.

TABLE C—CHANGES IN ACTUARIAL BALANCE OF HOSPITAL INSURANCE SYSTEM. EXPRESSED IN TERMS OF ESTI-

MATED LEVEL-COST AS PERCENTAGE OF TAXABLE PAYROLL, INTERMEDIATE-COST ESTIMATE, PRESENT LAW,

HOUSE APPROVED BILL AND COMMITTEE BILL

tIn percentj

Level-cost or level-equivalent

Contribu- Benefit
Existing

trust ActuarIal
Item tions payments I fund balance

Present law, level $7,800 earnings base
Present law, increasing earnings bases
House approved bill, increaseing earnings bases
Committee bill, increasing earnings bases

1. 52
1.56
1.98
2.05

2. 79
2.11
2.11
2.12

0.03
.02
.02
.02

—1. 24
—.53
—.11
—.05

Including also the admInistrative expenses.
'The cost esltmate is made under the assumption that the maximum taxable earnings base will be increased after

1970, so that approximately the same proportion of the total payroll in covered emplnyment will be taxable as was the case
under the $7,800 base in 1968. This would produce a base of $9,000 in 1971—72 (as in the committee bill) and under
the assumptions made as to future chunges in earnings levels, $9,600 In 1973—74, $10,200 in 1975—76, $11,400 in1977—78,
etc., to $21,000 in 1993—94.

The cost for the persons who are blanketed-in for the hospital and
related benefits is met from the general fund of the Treasury (with
the financial transactions involved passing through the hospital in-
surance trust fund). The costs so involved, along with the financial
transactions, are not included in the preceding cost analysis, although
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they are shown in the following discussion of the progress of the hos-
pital insurance trust fund. A later portion of this section discusses.
these costs for the blanketed-in group.

FUTURE OPERATIONS OF HOSPITAL INSURANCE TRUST FUND

Table D shows the estimated operation of the hospital insurance
trust fund under present law (assuming no change in the $7,800 earn-
ings base), while table E gives similar figures for the committee bill
(under the assumption that the $9,000 earnings base effective in 1971
will be increased as earnings levels rise in the future).

IJnder present law, outgo exceeds income for every year after 1969.
As a result., the trust fund is shown as being exhausted in mid-197.
According to this estimate., under the committee bill the balance in
the trust fund would grow steadily in the future, increasing from
about $2.2 billion at the end of 1970 to $5.9 billion 5 years later; over
the long range, the trust fund would build up steadily, reaching
$22.4 billion in 1994, somewhat less than 1 year, ago.
TABLE D.—ESTIMATED PROGRESS OF HI TRUST FUND UNDER PRESENT FINANCING PROVISIONS, INCURRED

BASIS

(In millionsj

Calendar year
Contribu-

tions i

Government
payment for
uninsured 2

Benefit
payments

Adminis-
trative

expenses
Interest

on fund'
Net

income
Fund at

end of year

1970 $4, 973 $618 $5, 820 $140 $139 —$130 $2, 183
1971 5,231 656 6,894 150 101 —1,056 1,127
1972 5,482 685 8,031 161 8 —2,017 (4)

I Includes payments from general fund for military service wage credits.
2 Cost for benefit payments and accompaoing administrative expenses for uninsured persons for esch fiscal year is

assumed to be paid to the trust fund in the middle of the fiscsl year (i.e., at the end of the corresponding calendar year).
3 Over the long range, a 5-percent rate is assumed, with a ssmewhat higher rate in the early years.
4 Fund exhausted in 1972.

Note: Fund balance at beginning of 1970 is $2413000000 on an incurred basis (as compared with $2,505,000,000
on a cas's basis.)

TABLE E.—ESTIMATED PROGRESS OF THE HI TRUST FUND UNDER FINANCING PROVISIONS OF COMMITTEE BILL

UNDER BASIS OF EARNINGS BASE BEING INCREASED IN THE FUTURE,i INCURRED BASIS

(In millions of dollarsj

Payment
from

general
Contribu- fund for Benefit

Administra-
tive Interest on Net Fund at end

Calendar year tions uninsured' payments expenses fund 4 income of year

1970
1971
1912
1973
1974
1975
1976
1977
1978
1979
1980
1985
1990
1994

4,973 618
7,404 671
7,784 700
9,423 716
9.853 716

11,723 703
12,211 680
13,326 646
13,880 605
14,763 558
16,895 505
22,238 292
28,712 124
35,732 48

5, 820
6,974
8,111
9,254

10,433
11,537
13.592
12,615
14,467
15,322
16,218
21,472
28,726
35,670

140
150
161
172
183
195
207
219
232
246
260
345
457
560

139
166
208
245
275
305
311
329
367
368
398
718
944

1,077

—230
1,117

420
958
228
999

—597
1,467

153
121

1,320
1,431

597
627

2, 183
3,300
3,720
4,678
4,906
5,905
5,308
6,775
6,928
7,049
8,369

15,431
19,641
22,395

i Maximum taxable earnings base would be $7,800 in 1970, $9,000 in 1971—72, $9,600 in 1973—74, $10,200 in 1975—76,
$11,400 in 1977—78, increasing ultimately to $21,000 in 1993—94. Combined employer-employee contribution schedule
would be 1.2 percent for 1970. 1.6 percent for 1971—72, 1.8 percent for 1973—74, 2.0 percent for 1975—79, and 2.2 percent
for 1980 and after.

2 Includes payment from general fund for military service wage credits.
'Cost for benefit payments and accompanying administrative expenses for uninsured persons br each fiscal year is

assumed to be paid to the trust fund in the middle of the fiscal year (i.e., at the end of the corresponding calendar year).
1 Over the long range, a 5-percent rate is assumed, with a somewhat higher rate is the early years.
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COST ESTIMATE FOR HOSPITAL BENEFfl FOR NONINSUREI) PERSONS PAID
FROM GENERAL FUNDS

Hospital and related benefits are provided not only for beneficiaries
of the old-age, survivors, and disability insurance system and the
railroad retirement system, but also on a "free" basis for most other
persons who were aged 65 and over in 1966 (and for many of those
attaining this age in the next few years) who are not insured under
either of these two social insurance systems. The. exceptions are non-
insured persons who are active and retired Federal employees who are
eligible (or had the opportunity of being eligible) for similar protec-
tion under the Federal Employees Health Benefits Act of 1959 or who
are short-residence aliens.

Under present law, persons meeting such conditions who attain age
65 before 1968 qualify for the hospital benefits regardless of whether
they have had any covered employment in the past, while those attain-
ing age 65 after 1967 must have some such coverage to qualify—name-
ly, 3 quarters of coverage (which can be acquired at any time after
1936) for each year elapsing after 1966 and before the year of attain-
ment of age 65 (e.g., 3 quarters of coverage for attainment of ae 65 in
1968, 6 quarters for 1969, etc.). This transitional provision 'washes
out" under present law for men attaining age 65 in 1975 and for women
attaining age 65 in 1974, since the fully-insured-status requirement for
monthly benefits for such categories is then no greater than the special-
insured status requirement.

Under the committee bill, these requirements for noninsureci men
would "wash out" at t:he same time as for women (due to the "age-62
computation point for men" provision in the committee bill).

The benefits for the noninsured group who receive hospital insur-
ance benefits on a "free" basis is to be paid from the hospital insurance
trust fund, but with financial reimbursement therefor from the gen-
eral fund of the Treasury on a current basis, or with appropriate
interest adjustment. The estimated cost to the general fund of the
Treasury for the hospital and related benefits for this noninsured
group (including the applicable additional administrative expenses)
for various future years is shown in Table E. The estimated cost to
the general fund of the Treasury for the closed group involved
increases slowly to a peak of about $716 million per year in 1973—74
and then decreases steadily thereafter. Offsetting, in large part, the
decline in the number of eligibles blanketed-in are the factors, the
increasing hospital utilization per capita as the average age of the
group rises and the increasing hospital costs in future years.

The foregoing discussion and cost estimates do not include the non-
insured persons who, under the provisions of the committee bill,
can voluntarily buy into the hospital program on the basis of their
paying the estimated full costs involved.

D. ACTUARIAL COST ESTIMATES FOR THE SUPPLEMENTARY
MEDICAL INSURANCE SYSTEM

SUMMARY OF ACTUARIAL COST ESTIMATES

The committee bill has broadened the benefit protection provided
by the supplementary medical insurance program. Manual manipu-



lation of the spine by qualified chiropractors will be covered if the
chiropractor meets certain minimum standards established by the
Secretary of Health, Education, and Welfare.

The. committee bill contains a number of provisions which will
reduce the cost of the supplementary insurance program. Among
these provisions is the establishment of limits on prevailing charges
(using the 75th percentile upon enactment of the bill and adjusting
the levels thereafter by means of an appropriate economic index) and
the tight.ening up of the reimbursement provisions for teaching phy-
sicians who furnish services.

Also, the committee adopted certain provisions which have the
potential of reducing the costs of the supplementary medical insurance
program. Among these provisions are the limitation on t.he reimburse-
ment of physical and other therapists, the establishment of profes-
sional standards review organizations, the establishment of the Office
of Inspector General in the Department of Health, Education, and
Welfare, the increased penalty for defrauding health care programs,
the reasonable limitations on medicare allowances for routine follow-
u.p visits, injections, and laboratory services, and the inclusion of
Blue Shield payments in calculating reasonable charges. The actuaries
have not been able to estimate the extent of the savings under these
provisions; there could be a significant reduction in the long-run costs.

No account is taken in the actuarial cost estimates for the supple-
mentary medical insurance program of the provisions of the commit-
tee bill that provide for medicare.coverage to be obtained from health
maintenance organizations or for medicare benefits to be withheld
(after 1971) if benefits are payable to the individual under the Fed-
eral employees health benefits plan, unless such plan is coordinated
with medicare.

The cost effects of these changes will be recognized by the Secretary
of Health, Education, and Welfare in his determination of the stand-
ard premium rate for fiscal year 1972, which in accordance with the
provisions of present law will be promulgated in December 1970.

FINANCING PoLIcY

SELF-SUPPORTING NATURE OF SYSTEM

Coverage under supplementary medical insurance can be voluntarily
elected, on an individual basis, by virtually all persons aged 65 and
over in the United States. This program is intended to be completely
self-supporting from the premiums of enrolled individuals and from
the eaual-matching contributions from the general fund of the Tress-
ury. For the initial period. July 1966 through December 1967, the
premium rate was established by law at $3 per month, so that the total
income of t.he system per particpant per month was $6. Persons who
do not elect t.o come into the system at as early a time as possthle gen-
erally have to pay a higher premium rate. The law renuires that the
standard monthly premium rate be adjusted annually by promulga-
tion of the Secretary of Health, Education, and Welfare (using ap-
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propriate actuarial methods), so as to reflect the expected experience
on an incurred-cost basis, including an allowance for a margin for
contingenices. All financial operations for this program are handled
through a separate fund, the supplementary medical insurance trust
fund.

ACTUARIAL SOUNDNESS OF SYSTEM

The concept of actuarial soundness for the old-age, survivors, and
disability insurance system and for the hospital insurance system is
somewhat different than that for the supplementary medical insurance
program. In essence, the last system is on a "current cost" financing
basis, rather than on a "long-range cost" financing basis. The situa-
tions are essentially different because the financial support of the
supplementary medical insurance system comes from a premium rate
that is subject to change from time to time, in accordance with the
experience actually developing and with the experience anticipated in
the near future. The actuarial soundness of the supplementary medi-
cal insurance program, therefore, depends only upon the "short-term"
premium rates being adequate to meet, on an accrual basis, the benefit
payments and administrative expenses over the period for which they
are established (including the accumulation and maintenance of a
contingency fund).

RESULTS OF COST ESTIMATES

Both the bill passed by the House of Representatives and the com-
mittee bill make changes which have a significant cost effect. These
changes are summarized in the following table along with the cost per
participant per month relative to the current $10.60 monthly premium
rate (for participant and the Government combined)

LPremium rate per month]

Cost

House.
approved

Item bill bill

Limited coverage of chiropractic services +$O. 22
Liberalized physical therapy benefits +$0. 03
Lower limits on prevailing charge levels —.20 —.20

Totall —.17 +.02

1 Savingo effect of other provisions of the bill not estimated.

The total cost of $0.02 per month per capita is equivalent to an
annual cost of $4.7 million with respect to 19.6 million participants.

E. ACTUARIAL COST ESTIMATES FOR THE CATASTROPHIC HEALTH
INSURANCE SYSTEM

INTRODUCTION

This section of the report presents the actuarial cost estimates for
the catastrophic health insurance program established by the Social
Security Amendments of 1970 approved by the committee. A summary
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of the benefit, coverage, and financing provisions of the system is con-
tained in previous sections.

SUMMARY OF ACTUARIAL COST ESTIMATES

The catastrophic health insurance program established by the com-
mittee bill has an estimated cost for benefit payments and adminis-
trative expenses that is in long-range balance with contribution
income. It is recognized that the preparation of the cost estimates
for hospital and physicians' services and related benefits is much more
difficult and much more subject to variation than cost estimates for
the old-age, survivors, and disability insurance system. It is also rec-
ognized that future experience can be different from the projections.
This is not only because the catastrophic health insurance program
will be newly established, with no past operating experience, but
also because of the great number of variable factors in the under-
lying cost elements of covered medical services. It is essential as stated
in the committee report, that the operations of this new program
shou1d be carefully studied as they occur in the future, so that the
Congress and the executive branch can be kept well informed and
on a timely basis. Under these circumstances, the committee has
agreed with the practice which has been established, with the title
XVIII programs that there should be a small continuing actuarial
sample (of perhaps 1 percent. of all eligible individuals), so that the
emerging experience can be analyzed promptly and thorouh1y. In
this connection, it will be essential for carriers and intermedrnries in-
volved in the processing and payment of claims to supply the neces-
sary actuarial information promptly and in an adequate fashion for
the actuarial analysis to be made.

FINANCING Pouc

FINANCING BASIS OF BILL

The contribution schedule contained in the committee-approved
bill for the catastrophic health insurance program, on a maximum
earnings base of $9,000 in 1971 and assuming earnings base increases
thereafter, is as follows:

Employer-

Calendar year
employee rate

(percent)
Self-employed
rate (percent)

1972—74
1975—79
1980 and after

0.6

- 8

0.3

.4

Although the taxable earnings base is the same for the catastrophic
health insurance program as for the hospital insurance program, the
financial operations of the two programs are completely separate.
First, the catastrophic health insurance program will have a com-
pletely separate trust fund, as well as a separate Board of Trustees
from that of the o1d-age, survivors, and disability insurance system
and the hospital insurance and supplementary medical insurance sys-
tems. Secondly, the schedule of tax rates for the catastrophic health in-
surance program is in a separate subsection of the Internal Revenue
Code.
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SELF-SUPPORTING NATURE OF SYSTEM

The old-age, survivors, and disability and health insurance system
has always been of a self-supporting nature. The committee has care-
fully considered the cost aspect in the proposed catastrophic health
insurance program, and believes that this program should also be com-
pletely self-supporting from the contributions of covered individuals
and employers. Accordingly, the committee very strongly believes
the program should be financed on an actuarial sound basis. The tax
schedule in the committee bill should make the catastrophic health
insurance program self-supporting over the next 25 years.

ACTUARIAL SOUNDNESS OF SYSTEM

The concept of actuarial soundness as it applies to the catastrophic
health insurance program is the same as it applies to the hospital
insurance program.

The cost estimates for the catastrophic health insurance program
are made over a period of 25 years in the future. Although it is diffi-
cult to predict the future trends of medical care costs and the
change in medical technology for the next 25 years, it is feasible to
make reasonable assumptions as to these factors. Another considera-
tion is that changes in the population can be predicted with a higher
degree of accuracy. The future costs of the program and financing
thereof are in large part affected by pppulation .hanges.

In starting a new program such as thecatastrophic health insurance
program, the committee believes that the program should be in actu-
arial balance. In order to accomplish this result, the committee has
developed a contribution schedule that will meet this requirement,
according to the underlying cost estimates.

RESULTS OF COST ESTIMATES

LEVEL-COST OF CATASTROPHIC HEALTH INSURANCE BENEFITS

The level-cost of the catastrophic health insurance benefits (includ-
ing administrative expenses) that was adopted by the committee is
estimated to be 0.80 percent of taxable payroll. Under the assumption
that the maximum taxable earnings base will be $9,000 in 1971 and
increased in the future as in the past. The valuation period used in
determining the level-cost is a 25-year period (1972—96), as explained
previously.

The level equivalent of the contribution schedule in the bill over
the same 25-year period, is 0.76 percent. Accordingly, these estimates
indicate that the cat.astrophic health insurance program has an ac-
tuarial balance of — .04 percent of taxable payroll.

ASSUMPTIONS USED IN THE COST ESTIMATE

The benefit coverages provided by the catastrophic health insurance
program are the same benefits as those currently provided under parts
A and B of medicare except that there will be no limitations on hos-
pital days. extended care facility days, or home health visits. How-
ever, the limitations on the psychiatric coverage remains unchanged
(limited to 190 days of hospitalization in psychiatric hospitals during
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a lifetime, also limited to $312.50 of psychiatric medical expenses per
calendar year). The program would not cover the first 60 days of hos-
pital care in a calendar year (with a provision which allows the carry-
over of hospital days from the last quarter of the previous year). Other
medical expenses are subject to a $2,000 deductible in each calendar
year, which is kept on a dynamic basis. The program adopted by the
committee would pay 80 percent of the reasonable cost of covered
services above the deductibles.

There is only a relatively small amount of data available in regard
to the insurance experience with respect to a catastrophic insurance
plan as adopted by the committee. The data used in determining the
actuarial cost estimate include information obtained from the national
health survey, private health insurance experiences, and data from
the national health expenditures series. The experience under the
supplementary medical insurance program was also used.
Past i'iwrea.ses in hospital costs

Table 1 presents a summary comparison of increases in hospital costs
and the corresponding increases in wages that have occurred since
1955.

TABLE 1.—COMPARISON OF ANNUAL INCREASE IN HOSPITAL COSTS AND IN WAGES

(In percentj

Year

Increase over previous year

Average wages
in covered

employment'

Average daily
hospitalization

costs'

is
1957
1958
1959
1960
1961
1962
1963
1964
1965

Average for 1956-65
1966
1967
1968
1969

Average for 1960-69

5.1
5.5
3.3
3.3
4.3
3.1
4.2
2.4
3.1
1.6
3.6
4.4
6.3
7.0
6.0
4.2

4.5
7.7
8.6
6.8
6.8
8.5
5.3
5.6
6.9
1.0
6.8
8.3

12.3
13.5

314.0
8. 8

* Data are for calendar years (based on experience in 1st quarter of year).
2 Data are for fiscal years ending in September of year shown. Data are from American Hospital Association, and "hos-

pitalization costs" represents total hospital expense per patient day.
2 Preliminary estimate made by Scolal Security Administration.

The annual increase of earnings are based on the covered employ-
ment under the old-age, survivors, and disability insurance system as
indicated by the first quarter taxable wages, which by and large are
not affected by the maximum taxable earnings base. The increases in
hospitalization costs are mostly based on a series of average daily costs
published by the American Hospital Association. However, the series
published by the AHA is only related to the short-term hospitals.

The annual increase in hospital costs have fluctuated around an
average rate of 6.8 percent between 1956 to 1965, while the annual rate
of increase in average wages in covered employment was 3.6 percent
during the same period. On the other hand, since 1965, the annual
rate of increase in daily hospitalization costs has been rising more
rapidly. The actuarial cost estimate for the catastrophic health in-
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surance program used the assumptions as shown in table 2. For the
earlier years, it reflects the most recent trends, with the series generally
decreasing to the long-term historical experiences.

In the past, the hospital utilization rates have been increasing. This
phenomenon is caused by numerous factors including the change in
medical technology, higher income per capita, and greater insurance
coverage. The long-term trend used in this actuarial cost estimate
assumes that the historical trend will continue in the future.

TABLE 2.—ASSUMPTIONS AS TO FUTURE INCREASES IN INPATIENT HOSPITAL COST ELEMENTS

un percentj

Inpatient hospital

Avetage Utilization
daily cost rate

Calendar year:
1973 14.0 2.0
1974 14.0 2.0
1975 13.0 2.0
1976 11.0 2.0
1977 9.5 1.5
1978 8.5 1.5
1979 8.5 1.5
1980 7.0 1.0
1981 and after 6.0 1.0

Physician services
Table 3 'summarizes the past trend of physician charges-as reported

by the Consumer Price Index. The annual increase in physicians' fees,
as measured by the Consumer Price Index, have fluctuated around the
average rate of 3.1 percent between 1956 to 1965, while the average
annual rate of increase in average wages in covered employment was
3.6 percent during the same period. On the other hand, since 1965, the
annual rate of increase in physicians' fees have -been rising more
rapidly.

The assumptions used for future years appear in table 4. As in the
past,. it is assumed that the largest annual fee increases have already
occurred. For the early years, the recent increasing trend in the physi-
cian charges is used. The series gradually decreases thereafter to the
long-term historical trend.

TABLE 3.—AVERAGE ANNUAL INCREASE IN PHYSICIANS' FEES AND IN WAGES

un percentj

Calendar year
Physicians'

fees I
Average wages In

covered employment3

1956 3.0 5.7
1957 4.3 5.5
1958 3.4 3.3
1959
1960

3.4
2.5

3.3
4.3

1961
1962
1963

2.5
2.9
2.2

3.1
4.2
2.4

1964 2.5 3.1
1965 3.4 1.6
Average, 1956—65
1966

3.1
5.8

3.6
4.4

1967
1968

7.1
5.6

6.3
7.0

1969
Average, 1960—69

7.0
4.7

6.0
4.2

I As measured by the Consumer Price Index of physician fees.
2 flata are for calendar years (based on experience in 1st quarter of year).
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There is a long-term trend in the United States in the increasing
use of physician services per capita. This amounts to an annual rate
of 1 to 2 percent increise. This phenomenon is taken into account in
the cost estimate.

TABLE 4.—ASSUMPTIONS AS TO COST ELEMENTS OF PHYSICIANS' SERVICES

tin percenti

Calendar year

Increase over previous year

Physician Utilization
fees rate

1972 6.0 2.5
1973
1974
1975

5.5
5.0
4.5

2.2
2.2
2.0

1976 and after 4.0 2.0

NUMBER OF PERSONS PROTECTED ON JANUARY 1, 1972

All wage earners under age 65 who are fully or currently insured
under the social security program, their spouse and minor children
and persons under age 65 receiving disability benefits will be eligible
for the catastrophic health insurance protection. This constitutes about
95 percent of all persons under age 65. It is estimated that in 1972
approximately 180 million people in the United States will be pro-
tected by this program.

Persons age 65 and over will not be covered under the catastrophic
health insurance program because these persons are protected under
the medicare program. The largest noncovered group under age 65 will
be those Federal employees who are not fully or currently insured
under social security. However, these employees are eligible for both
basic and catastrophic health insurance protection under the Federal
Employee Health Benefit Act.

There are a small number of other citizens who are still not covered
by social security. The majority of these are domestic or agricultural
workers who have not met the necessary coverage requirements.

ADMINISTRATIVE EXPENSES

The administrative expenses in connection with the catastrophic
health insurance program, including those of fiscal intermediaries,
are calculated on the assumption that they will represent 5 percent
of the benefit cost. This total amount is projected to increase in the
future at the same rate of increase as general wages.

INTEREST RATE

An interest rate of 5 percent is used in determining the level costs of
the benefit payments and administrative expenses and the level
equivalent of the contributions. However, in developing the progress



232

of the trust fund, higher rates are used in'the first few years—namely,
6 percent in 1972, gradually declining to a level of 5 percent by 1982
and thereafter.

ASSUMPTIONS AS TO FUTURE INCREASES IN EARNINGS IN COVERED
EMPLOYMENT

The increase in average earnings in covered employment has been
about 6—7 percent per year since 1967. It is assumed that the annual
rate of increase will decline gradually in the future, to an ultimate
rate of 4 percent by 1976.

Under the committee's bill, the maximum taxable earnings base
is $9,000 in 1971. For estimating the actuarial costs, it was assumed
the earnings base will be increased in the future as in the past. With
this assumption, the taxable payroll will rise in close relationship
to the increase in general earnings. Table 5 shows the assumptions
used in future increases in the average total earnings.

Table 5.—Projection of wage increases in covered employment

AverageOalendar year: earning8 (percent)
1972 5. 01973 61974 4. 31975 4.11976 and after 4 0

FUTURE OPERATIONS OF THE CATASTROPHIC HEALTH
INSURANCE TRUST FUND

Table 6 shows the estimated operation of the catastrophic health
insurance trust fund under the bill adopted by the committee. Accord-
ing to this estimate, the balance in the trust fund would grow steadily
in the intermediate future, increasing from about $400 million at the
end of 1972 to $2.5 billion 5 years later. The trust fund is estimated
to reach $6.9 billion in 1995.

TABLE 6.—ESTIMATED PROGRESS OF THE CATASTROPHIC INSURANCE TRUST FUND UNDER FINANCING PRO.
VISIONS OF COMMITTEE BILL UNDER BASIS OF EARNINGS BASE BEING INCREASED IN THE FUTURE,' INCURRED
BASIS

Contributions
Benefit

payments
Administrative

expenses Interest Net income
Fund at end

of year

Calendar year:
1972
1973
1974
1975
1976
1977
1978
1979
1980
1985
1990
1995
1996

$2,915
3,137
3,281
4,099
4,270
4,660
4, 854
5.163
6,140
8,082

10,437
14,029
14, 562

$2,380
2,692
3,037
3,404
3,790
4, 180
4, 575
4,963
5,371
7,576

10,626
14,904
15,947

$120
126
132
137
143
149
155
161
167
204
248
301
314

$13
35
49
71
99

122
139
148
170
353
455
357
302

$428
354
161
629
436
453
263
187
772
655

18
—819

—1,397

$428
782
943

1, 572
2,008
2,461
2,724
2.911
3,683
7,557
9, 343
6,900
5,503

'Maximum taxable earnings base would be $9,000 in 1972, $9,600 in 1973—74, $10,200 in 1975—76, $l1.400 in 1917—78,
increasing to $21,000 in 1993—94. Combined employer-employee contribution schedule would be 0.6 percent for 1972—74,
0.7 percent for 1975—79, 0.8 percent for 1980 and after.
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VII. TRADE ACT OF 1970
A. BACKGROUND

The committee trade amendment accomplishes many needed re-
forms in our tariff and trade laws which are long overdue. The last
time the Congress had an opportunity to pass extensive trade legisla-
tion was in 1962 in the so-called Trade Expansion Act. That Act pro-
vided authority for the President to enter into trade negotiations,
popularly known as the "Kennedy Round."

Since July 1, 1967, the President has been without negotiating au-
thority. Moreover, since the end of the "Kennedy Round," many United
States industries and their employees have been subject to sharply in-
creasing import competition, which, in many cases, has resulted in
shutdowns of plant and equipment and loss of American jobs.

The Committee on Finance has been very concerned about the im-
pact of rapidly rising imports on the American economy. It has ex-
amined this question in depth on a number of occasions since 1967.
Shortly after the end of the Kennedy Round, in October 1967, the com-
mittee held hearings on proposed import quota legislation. At that
time, the committee heard from many witnesses expressing various
points of view on import problems. The hearing record covered 1,218
pages. Thereafter in February 1968 the committee published a com-
pendium of papers dealing with foreign trade issues. Again, a broad
range of views was presented which dealt with very specific issues
in our foreign trade relations. The executive branch participated in
both the 1967 hearings and the 1968 compendium of papers. Moreover,
the committee initiated a study of the effect of steel imports on our
economy, and also examined unfair trade practice statutes in its
consideration of the International Antidumping Code.

On two occasions, the Senate itself expressed its concern over out-
standing import problems. On March 27, 1968, the Senate approved a
floor amendment to a major tax bill by a vote of 55 to 31 which would
have imposed import quotas on textile and apparel products. The mem-
bers of the House of Representatives participating in the conference
at that time were unwilling to accept the Senate amendment. On
December 10, 1969, the Senate again passed an amendment to another
major tax bill, expressing its concern over foreign nontariff barriers
and the need to protect American industries and jobs. Once again, the
Members of the House of Representatives choose not to accept the
Senate amendment.

In the meantime, the Committee on Ways and Means held extensive
hearings on trade legislation in the past two years. In 1968, the House
cmmittee held a series of hearings on tle then administration's trade
bill which covered 10 volumes and 5,099 pages. This year, 1970, that
committee again held hearings on essentially the same proposal sub-
mitted by the new administration which comprised 16 volumes and

(237)
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4,691 pages. Both hearing records have been made available to the
Committee on Finance and its staff for study.

Thus, the basic issues raised by the committee's trade amendment
to the Social Security Act are matters which the conimittee has studied
since 1967.

Earlier this year, in executive session the committee members deter-
mined that it would be wise and useful to hold a public hearing on the
trade matter with as many administration and other witnesses as could
be heard in the time available t.o the committee. These hearings were
held on October 9 and 12. While the committee did not have as long
a time.as it normally might have wished for a major piece of legisla-
tion, it did get a fuller understanding of what was in the House-
proposed bill and how the administration felt about it, as a result of
these hearings. Tn addition, it heard from some major groups and orga-
nizations which were opposed to the legislation as well as from some
who favored it. Subsequent to the hearings the committee approved,
in executive session, the basic provisions of the House-passed trade bill,
as an amendment to the Social Security bill (H.R. 17550).

B. REASONS FOR THE AMENDMENT

There have been significant structural changes in the world economy
since the end of World War II. The preponderance of the economic
strength of the United States in the early post-World War II period
permitted this country to give freely of its economic resources to assist
other countries in the free world in rebuilding and developing their
war-torn economies. An important part of the foreign economic policy
of the United States in that period was the leadership it was able to
exert toward a liberalized and expanded system of world commerce.

In the mid-50's, as some of the countries in Europe were considering
moving toward economic integration, the United States took further
measures to liberalize trade in order that Japan might become a full
partner among the trading nations of the world. In the late 50's and
early 60's, as some of the countries in Europe took major steps toward
economic integration, Congress recognized the need to keep countries
looking outward in their trade relations by approving the Trade Ex-
pansion Act of 1962.

While successful in terms of completing agreement on significant
reductions in tariffs among many of the industrialized countries, the
Kennedy Round of trade negotiations had little success in dealing
with the problems of barriers to trade other than tariffs. The remaining
task of economic integration in Europe and the development of re-
gional trade blocks in other areas of the world blunted the thrust of the
Kennedy Round toward further progress in trade liberalization.

During the 1960's, there has been a tremendous growth in produc-
tive capacity abroad. What has come to be recognized as an economic
miracle in Japan has made that country the third largest industrial
nation in 'the world. Not far behind in economic growth has been the.
development in Europe and in particular West Germany. Indeed,
many of the development goals toward which the United States
strived in the early post-World War II period, are being realized.
While the economies of the developing countries have not kept pace
with the progress of the industrialized nations, many of these countries,
particularly in the Far East, have developed new and modern in-
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dustries. These industries, usually involving mass production tech-
niques imposed on a low-wage base, in some instances an extremely
low-wage base, have enabled some of the developing countries to
assume a formidable competitive position in world markets.

At the same time as productive and therefore export capacities
abroad have been expanding, the United States has continued to
experience deficits in its balance of payments. In more recent years,
due to a variety of factors, the balance of trade of the United States
has also moved to a far less favorable position. One of the develop-
mente that has affected the efforts to improve the balance-of-payments
position, and has worked to erode the traditional export surplus of the
United States has been the pervasive influence of domestic inflation
experienced by the United States, particularly since the mid-1960's.

A major factor in the trends in U.S. exports and imports over the
past 5 years has been the long-term upward trend in prices, both at
the wholesale and at the retail level. Between 1960 and 1969, the
U.S. export prices in terms of unit values of manufactured exports
increased by 18 percent, a rate of increase greater than that experi-
enced by any other major industrialized country. In comparison,
the unit value of manufactured exports from Japan experienced an
overall decline during the decade.

Inflation in the United States has not only affected the competitive
position of U.S. exporters; it has increased significantly the competi-
tive impact of imports on domestic producers. Other countries facing
similar problems have either devalued their currencies (thus making
their goods more competitive in world markets) or imposed import
restrictions, or a combination of both. The United States has neither
devalued its currency nor imposed import restrictions to improve its
competitive position or balance of payments. The combination of in-
creased productive capacity abroad and inflatiàn in the United States
has resulted in greatly increased imports. The rate of increase in im-
ports in some product areas, if allowed to continue, would call for
economic adjustments in the domestic economy which would be as
undesirable as they are unacceptable.

The committee believes that the U.S. economy, and the world
economy in general, have been well served by the leadership exerted
by the United States in expanding world trade. The preponderance
of the economic strength of the United States afforded this country
the opportunity to exert such leadership in the anticipation that
other countries would follow. However, the hope that other coun-
tries would move toward allowing greater access to their own markets
has not been realized. Certain major trading countries continue to
maintain unjusLifiable and unreasonable restriction on imports and
investment even though they are enjoying strong domestic economies
and balance of payment surpluses. To date, there has been precious
little evidence that would indicate that these foreign countries are
willing to share the burdens of improving the international adjustment
process by removing or ameliorating their barriers against U.S.
imports.

The stake that this country has in expanded world trade is, of course,
still important. But, the time has come for other countries to realize
that the United States alone can not accept all of the surplus produc-
tion stemming from increased productivity abroad. Other industrial-
ized countries must move much more rapidly to open their markets,
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not only to competitive products of other industrialized countries, but
also to the exports of developing countries.

The United States remains the largest and most accessible market in
the world. Despite the claims of our trade partners, U.S. duties,
subject to continued reductions under the trade agreements program,
are at the lowest average level of any major industrialized country.
Aside from the agricultural area, in which some restrictions are
necessary as a corollary of domestic agricultural policy, the U.S.
quantitative restrictions on imports are few. In some cases, such as
coffee and sugar, the quantitative restrictions for the most part serve
the interests of developing countries in contributing to the stability
of their export earnings.

This is in contrast to many other countries which have moved much
more slowly in opening their markets. Situations have already arisen
which make necessary extraordinary measures by the United States
to protect its own producers when foreign markets are closed. The
Meat Import Act of 1964 was made necessary primarily because other
markets in Europe suddenly closed to the major beef producers in
the South West Pacific and caused trade diversion to the United
States. Restraints maintained by virtually all the European countries
on imports of textiles and apparel from countries in the Far East
have added to the great increase in competitive pressures which
have been borne by the U.S. textile industry since the late 1950's.
Over 50 percent of Japan's apparel exports are destined for the
United States, compared with only 5 percent to Europe. The Secretary
of Commerce presented the committee with a voluminous list of such
restrictions, which are published in the hearings record. It is unfortu-
nate that since the Trade Expansion Act of 1962, foreign nontariff
barriers have grown, not diminished, particularly in the agricultural
field, and in border tax adjustments. Moreover, soon after the Kennedy
Round was completed many foreign countries devalued their curren-
cies or took other measures which in effect, vitiated all or part of
their tariff concessions granted during the Kennedy Round.

Trade policy requires continuing adjustments as economic conditions
change. However, as expanding world trade calls for economic adjust-
ments in a nation's economy, dynamic developments in the world
economy sometimes necessitate temporary measures to avoid un-
economic and unwarranted adjustments. Also, the nontariff import
barriers and export subsidies of other nations have added to the com-
petitive difficulties of U.S. firms.

Since the end of the Kennedy Round, it has become obvious that
the remedial provisions in domestic trade law have not afforded
domestic producers adequate opportunity to adjust to competitive
forces, particularly during an inflationary period. For these reasons,
the committee has provided measures that will afford domestic pro-
ducers the time and opportunity to adjust to new competitive situa-
tions. The committee's amendment also strengthens the unfair trade
practice statutes to enable domestic industries, firms, and workers to
obtain prompt relief against unwarranted and unjustifiable foreign
trade practices.

The changes made in the tariff adjustment and adjustment as-
sistance provisions recognize the adjustment process which must
be followed if the United States is to continue an overall policy of
liberal trade. Insofar as textiles and footwear are concerned, the
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committee believes that the temporary measures for providing quan-
titative limitations on imports of these articles are absolutely necessary
and to ensure the viability of these basic industries, the existence of
the companies in those industries, and the livelihood of over 2 million
workers those industries represent. The record is replete with detailed
evidence of foreign restrictions in the field of textiles and footwear
trade which has served to channel low-cost imports into the U.S.
market. The European countries and Japan have import quotas and
other restrictions on imports of textile, apparel, and footwear products.

In the past 5 years the ratio of imports of footwear to domestic con-
sumption has increased from 13 to 26 percent and in the first 4 months
of 1970, imports were accounting for one-third of the domestic con-
sumption of footwear. If these trends were to continue, imports of
footwear would constitute close to 70 percent of U.S. consumption of
shoes by 1975. Stated in different terms, in the past 5 years imports
of footwear more than doubled from 96 million pairs in 1965 to 202
million pairs in 1969. Imports thus far in 1970 were running at an
annual rate of 282 million, three times the volume of imports in 1965.

Domestic production of footwear declined from 642 million pairs
in 1968 to 581 million pairs in 1969. The annual rate of production
thus far in 1970 is about the same as for 1969.

The rapidity of and the magnitude of increases in imports of foot-
wear in recent years cannot be sustained if this country is to have a
viable footwear industry. Unless and until firm measures are taken to
arrest the sharp decline in the share of theIloritstic market available to
domestic producers, there will continue to;bé a contraction in domestic
production.

Job losses have been experienced in this industry for a number of
years. The workers in the industry, and the communities throughout
the Nation, who are dependent upon the shoe industry for their eco-
nomic support, can ill-afford to suffer further economic dislocation,
and what is worse the threat of ever greater loss of sales to imports.
The temporary measures provided in the bill to limit the volume of
injurious imports, either through quotas or agreements is essential.
Such import restraint will remove a serious threat and permit time to
adjust. Moreover, the various programs recently proposed by the
President for firms producing footwear and their employees can help
to revitalize the industry and hasten the removal of the extraordinary
relief provided in the bill.

The imports of textiles have constituted a difficult trade prob-
lem for a number of years. The potentials of exporting textiles and
apparel to the United States and the relative accessibility of this
market resulted in the international arrangement for trade in cotton
textiles in the early 1960's. As productive capacity developed abroad,
exports shifted from cotton textiles, to exports of manmade fiber
textiles. Between 1965 and 1969, U.S. imports of textiles of manmade
fiber increased from 79 million pounds to 257 million pounds, over a
threefold increase. U.S. imports of wearing apparel of manmade fiber
increased from 31 million pounds (raw-fiber equivalent) in 1965 to
144 million pounds (raw-fiber equivalent) in 1969. The rate of increase
in many product lines has been much more rapid.

For example, imports of sweaters of manmade fibers in 1965 were
501,000 dozen. By 1969 imports of such sweaters had increased to
6,974,000 dozen.
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Such increases in imports, year after year, particularly in certain
products where imports are. gaining a greater and greater share of the
domestic market have had a serious impact on textile and apparel firms.
The ability of foreign producers to shift product lines and to produce
at short notice, large volumes of stylized merchandise at extremely low
delivered cost, is beginning to result in an increase in plant closings.
Thus, as a result, employment in both textile mills and apparel
factories declined by 69,000 in the first 6 months of 1970, the first
such decline in a number of years.

Given the great growth in plant capacity abroad, and taking into
account plans for even greater production levels in a number of foreign
countries the threat to the textile and apparel industry is extremely
serious.

The lack of success in gaining the cooperation of textile exporting
nations to restrain their exports to the United States of textiles of wool
and of manmade fiber at reasonable levels is a cause of great concern to
the committee. The problem of world trade in textiles is recognized by
all concerned. Unfortunately, the ease of access to the U.S. markets,
compared with the restraints on exports of textiles to. other developed
countries have placed the burden of action on the United States. For
example, the United States imports over 50 percent of Japanese
apparel exports; the European Community imports only 5 percent.

The importance of the textile and apparel industry and its over 2
million workers to the economy of this country is too great to permit
further stalemate or further erosion of the industry's base. In this
connection, it should be noted that the industry is playing a vital
social role as a growing employer of Negroes, with over 14 percent
of the total textile work force being Negro, a higher percentage than
for manufacturing industry as a whole. A considerable number of
other employees in the textile and apparel industries, particularly in
large urban cities are from other minority groups. The threat of import
increases in some product lines spreading to all product lines makes
industrywide action essential if these jobs are to be saved. Here, too,
it is hoped that the measures provided in the bill will prove to be
needed only temporarily.

There has been a tendency in the past to administer the Anti-
dumping Act or countervailing duty provision as another facet of the
trade agreements program under which proposed actions by the
United States are negotiable. These provisions of law need to be
enforced if domestic producers are to be assured that they may
compete with imports on the same basis and subject to the same
requirements which domestic producers must meet under provisions
of law covering business operations in this country. To this end, the
committee believes that many of the changes made both in the
trade agreement provisions and other domestic laws are necessary to
restore confidence on the part of the U.S. business, that it can expect
effective action by the U.S. government in order to protect its interests
and the interests of the country as a whole in carrying out the laws as
intended by the Congress.

The committee is concerned with developments that erode the
productive base of our economy. There are a number of reasons why
American firms have established plants abroad among them being the
lower wage costs associated with foreign production. It is necessary to
face up frankly to the fact that unit wage-cost differentials can and do
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bear more heavily on U.S. producers and their workers than ever
before due to the economic development abroad in particular in-
dustries. With international mob lity of capital, management skills,
and technological know how, large U.S. industries can move abroad
to establish plants, but U.S. labor often cannot, and therefore must
bear the brunt of dislocation. As indicated above, the United States
cannot accept increases in imports that result in economic adjustments,
the costs of which are greater than the benefits derived from increased
trade.

U.S. BALANCE OF TRADE AND BALANCE OF PAYMENTS

In the 10-year period 1960 through 1969, our balance of payments
has been in deficit in all but 1 year on a liquidity basis and in seven
out of the 10 years on an official settlements basis.'

The cumulative deficits on a liquidity basis of measurement over
ths period have totaled $27.2 billion. The deficits generally decreased
somewhat in the period 1960 through 1966. For example, as is shown
in table 1 over these years on a liquidity basis, the deficit shrank
from $3.9 billion to $1.4 billion, while on an official settlements basis,
a $3.4 billion deficit was converted to a $266 million surplus. Since
1966, however, the balance of payments on a liquidity basis has
deteriorated markedly, and in 1969, the deficit on this basis exceeded
$7.2 billion. For the first half of 1970, the seasonally adjusted deficit
in the balance of payments, including receipts of special drawing
rights, was running at an annual rate of $5.6 billion on a liquidity basis
and $9.2 billion on an official settlements basis.

Our balance-of-payments position would have deteriorated much
more rapidly in the past few years than it did were it not for the
fact that high domestic interest rates and a shortage of investment
funds in the United States attracted a high inflow of short-term money
from abroad. Unfortunately, these "tight money" policies have also
contributed to the economic slowdown and increased unemployment.
Foreign capital inflow in 1960, for example, amounted to $419 million.
By 1966, these inflows had grown to almost $3 billion and by 1967
to $3.4 billion. In 1968 they reached the unprecedented level of $9
billion. By 1969, they still amounted to $4.1 billion. This influx of
foreign funds, however, cannot be expected to continue indefinitely.
In fact, in 1970, there has already been some reversal of this pattern
and withdrawal of capital funds from this country. This has contrib-
uted to the sizable deficit in our external accounts in the early months
of this year. This country needs a real surplus on current account—
mainly trade—of between $5 and $8 billion if it is to offset its capital
expenditures for foreign aid, military expenditures abroad and foreign
investment.

The United States officially published foreign trade statistics con-
sistently overstate this country's real competitive position. Tradi-
tionally, our exports have been tabulated to include U.S. Government
concessional sales and outright grants to foreign countries under AID
and P.L. 480 programs. This practice overstates our export income
since for the great majority of these exports the United States does
not earn any hard currencies. The committee feels strongly that

I The liquidity balance reflects changes In U.S. reserves and In all foreign holdings (both official and non-
official) of liquid dollar liabilities which mature in 1 year or le3s. The official settlements basis reflects changes
in U.S. reserves and in foreign official holdings of both liquid and nouliquid dollar liabilities.



1960 1961

TABLE 1.—US. BALANCE OF PAYMENTS, 1960-69

un millions of dollars

1962 1963 1964 1965 1966 1967 1968 1969

Merchandise trade I 4,906 5, 588 4, 561 5, 241 6,831 4,951 3,926 3, 860 624 638

Exports 19,650 20. 107 20.779 22,252 25, 478 26,447 29,389 30.681 33, 588 36. 473
Imports —14,744 —14.519 —16,218 —17.011 —18,647 —21,496 25,453 —26.821 32,914 —35,835

Travel (including fares) —1.238 —1,235 —1,444 —1,596 —1,499 —1,613 —1,627 —2,144 —1,872 —2,092

Receipts 1,025 1,057 1,070 1,133 1.357 1,545 1.785 1,881 2,035 2,363
Payments —2. 263 —2, 292 —2, 514 —2, 729 —2,856 —3, 158 —3, 412 —4, 025 —3,907 4. 445

Military —2,752 —2,596 —2,449 —2,304 —2,133 —2,122 —2.935 —3,138 —3.140 —3,355

Receipts 335 402 656 657 747 830 829 1,240 1,395 1.515
Payments —3,087 —2,908 —3, 105 —2,961 —2, 880 —2,952 —3, 764 —4, 378 —4. 535 —4, 850

Dividends and interest 2,689 3,398 3,883 3, 984 4,686 5, 088 5, 140 5,646 6,000 5, 744

Receipts 3,752 4,405 4,999 5,309 6. 142 6. 817 7, 282 8,008 8,933 10, 207
Payments —1,063 —1,007 —1,110 —1,325 —1,456 —1.729 —2,142 —2,36 —2,933 —4,463

Other services and transfers, including Govern-
mentgrants —1,730 —2,020 —2,023 —2,058 —2,003 —1,941 —2.011 —1,981 —1,947 —1.841

Current account total' 1.873 3,136 2,536 3,269 5,883 4,364 2,492 2,243 —336 —885

Direct investment —1,674 —1,598 —1,654 —1,976 —2,328 —3,468 —3,611 —3.137 —3,209 —3,070
Bankclaims —1.148 —1,261 —450 —1,536 —2,465 93 253 —475 253 —541
Nonbank claims —394 —558 —354 158 —1.108 340 —443 —760 —1.202 —269
U.S transactions in foreign securities —662 —762 —969 —1,105 —677 —759 —481 —1,266 —1,254 —1,494
U.S. Government capital, net excluding Un-

scheduled repayments) —1,158 —1,621 —1.774 —1,987 —1,799 —1,819 —1,963 —2.427 2.537 —2,097
Foreign capital 419 1,398 1,707 1,016 812 492 2,961 3.366 8,970 4,060
Errors and omissions —1,156 —1,103 —1,246 —509 —1,118 —576 —514 —1,088 —514 —2.924

Balance on liquidity basis —3.901 —2.371 —2,204 —2.670 —2,800 —1,335 —1,357 —3.544 171 —7.221
Balance on official reserve transactions basis.. —3,403 —1,347 —2,702 —2,011 —1,564 —1,289 266 —3,418 1,641 2,708

I Balance-of-paymentabasis. Source: Treasury Department.
Including unilateral transfers.
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concessional exports should be excluded from regular government
publications on exports and shown in our balance of payments ac-
counts as part of government foreign assistance programs. Similarly,
our imports are understated since they are generally valued f.o.b. at
the foreign dock. The practice recommended by the United Nations
and the International Monetary Fund and adopted by virtually all
of our major trading partners and by over 100 countries is to tabulate
import statistics on a c.i.f. basis; that is, to include the costs of insur-
ance and freight. For comparability if nothing else this fact would
suggest that the United States should tabulate its import statistics
to include the cost of insurance and freight. But the committee feels
that in addition to the comparability factor the importer must pay
the cost of insurance and freight and those costs are often just as
important to a domestic manufacturer who must compete with the
foreign import as any other factor with the exception of wage rate
differentials.

If our balance of trade figures were tabulated in this fashion, then
instead of having a $15.5 billion cumulative surplus for the years
1965—1969, the United States would have had a $10.6 billion cumula-
tive deficit. (See table 3.)

In short, the committee is convinced that the U.S. trade position is
not as favorable as officially published figures now indicate.

Examination of the decline in the merchandise surplus discloses that
while exports have increased moderately over the period 1961—69,
they have not nearly kept pace with the rapid growth in imports.
This can be seen from table 2 which shows the percentage change in
merchandise exports, imports, and balance in the period 1961—69. The
most striking point shown in the table is the rapid increase in imports
beginning in 1965. In that year they increased 15 percent over the
prior year and in 1968, they increased 23 percent over the prior year,
which resulted in a decline of nearly 84 percent in the balance. In 1969,
the rate of increase in imports slowed down appreciably but still kept
pace with the increase in exports occurring in that year.

In 1970, based upon experience in the first half, imports are increas-
ing at a rate of somewhat over 9 percent while exports are increasing
by over 14 percent. This, however, in no small part is due to the
fact that the export level in 1969 was below what otherwise might
have been expected because of the dock strikes in that year. Moreover,
as a share of world exports, U.S. exports in the first quarter showed
a continuation of the long term decline.

Table t.—Percentage change in merchandise exports, imports, and balance, 1961—69 1

Percentage
change In— 1961 1962 1963 1964 1965 1966 1967 1968 1969

Exports 2. 3 3. 3 7. 1 14. 5 3. 8 11. 1 4. 4 9. 5 8. 6
Imports.
Balance

—1. 5
13. 9

11. 7
—18.4

4. 9
14. 9

9. 6
'30. 3

15. 3
—27. 5

18. 5
—20. 7

5. 3
—1. 7

22. 9
—83. 8

8.6
10. 2

I From table 1. Percentage change from previous year.
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Table 3.—tT.S. trade balance, 1960—69

[In billions of dollars]

AID and Total
Public Law exports less

480,
Govern-

AID and
Public Law

Total
exports,

fob.
Total

imports,
Lob,

Trade
balance

Inent-
financed

exports

480,
financed
exports

Total
Imports,

elf.'
Merchandise

trade
balance

(A) (B) (C=A—B) (D) (EA—D) (F) (G=E—F)

1969.,,.. 37. 3 36. 1 +1. 2 22. 0 235, 3 39 7 4
1968_. 34. 1 33. 2 +. 9 2. 2 31.8 36. 5 —4. 7
1967_...... 31. 0 26. 9 +4. 1 2. 5 28. 5 29. 6 —1. 1
1966,....... 29. 5 25. 6 +3.9 2. 5 27. 0 28. 2 —1. 2
1965 - 26. 8 21. 4 +5. 4 2. 5 24. 3 23. 5 +. 81964_.,,. 25. 8 18. 7 +7. 1 2. 7 23. 1 20. 6 +2. 5
1963_.... 22. 5 17. 2 +5. 3 2. 6 19. 9 18. 9 +1. 0
1962.,,,,,. 21.0 16.5 +4.5 2.3 18.7 18.2 +.5
1961_.... 20. 2 14. 8 +5. 4 1. 9 18. 3 16. 3 +2. 01960_.. 19. 6 15. 1 +4. 5 1. 7 17, 9 16. 6 +1. 3

C.1.f. Imports are assumed to be 10 percent higher in value than fob, imports In accordance with Tariff
Commission study.

'Estimated by Department of Commerce.
Source: U.S. Department of Commerce.

The continuing balance-of-payments deficit has been of major
concern to this committee, with regard to trade legislation and also
with regard to other legislation with which the committee must deal
and in particular, tax legislation which affects the competitive position
of domestic producers, both in this market and abroad.

rfhe committee is very much aware that the United States holds a
unique position in the field of international financial and monetary
policy. The responsibility that this country has in the world at large
makes it essential that it have flexibility with regard to its international
payments position. The dependence of other countries on a healthy
U.S. economy and balance of payments, should motivate them to
remove restrictions and end policies which tend to perpetuate their
balance-of-payments surpluses.

Since the end of World War II, many countries have found it
necessary to resort to quantitative limitations on their imports, or
more recently import surcharges, as a means of dealing with par-
ticularly serious balance-of-payments difficulties. With one major ex-
ception, such trade restrictions imposed for balance-of-payments
reasons have been eliminated by the major trading countries. But
they have substituted other restrictive measures such as variable
import fees and border taxes which are often more trade restrictive
than import quotas.

Despite its persistent balance-of-payments difficulties, the United
States has chosen not to impose restrictions on imports as a means
of relieving pressures stemming from the deficits in the international
balance of payments. However, the only provision in the GATT
dealing with balance of payments safeguards specifically sanctions
the use of quotas. Other countries have used quotas and other import-
discouraging devices. The trade problems faced by the United States
at this time call for the same degree of international understanding
and cooperation by other nations, as the United States manifested
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toward them in the period when they had balance of payments
difficulties.

Among those actions taken by the European Economic Community
which have affected U.S. trade interest is the border tax system and
the integration of the value added tax system among the member
countries. These adjustments have to some degree negated the con-
cessions granted to their countries in the Kennedy Round. As a result,
various proposals have been made aimed at offsetting or reducing
the impact of the border tax system. There has been no apparent
progress toward a solution of this problem. The basic provisions of the
GATT dealing with export subsidies, border taxes and balance of
payments must be revised to allow for more flexible remedies for
countries suffering from serious balance-of-payments difficulties.

Over the years, the GATT, which was established in the very early
postwar years, has dealt primarily with the effects of tariffs on trade.
Moreover, as originally drafted, the instrument was oriented toward
the conditions of trade as they existed at that time. In the ensuing
two decades, the conditions of trade, relative tariffs, the structure of
world economies and industries changed markedly and rapidly. Ac-
cordingly, the basic provisions of the GATT dealing with non-tariff
and other factors affecting world trade (such as the effects of sub-
sidies, border taxes, variable levies, the multinational corporations,
disparate labor conditions, market disruption) should—indeed must—
be reexamined with a view toward the development of a viable instru-
mentality to deal with trade problems in the context of the com-
plex conditions of trade as they exist today and promise to confront
us in the decade of the 1970s.

The United States, which took a strong initiative in the establish-
ment of the GATT at the end of World War II, should again pro-
vide leadership in developing an international accord establishing
fair ground rules for governing trade problems.

C. GENERAL DESCRIPTION OF BILL (INCLUDING SPECIFIC
LEGISLATIVE INTENT)

TRADE AGREEMENT AUTHORITY

BASIC AUTHORITY TO MODIFY TARIFF AND OTHER IMPORT
RESTRICTIONS

(Sec. 301 of the bill)
The authority of the President to enter into trade agreements with

foreign countries or instrumentalities thereof would be extended until
July 1, 1975 for purposes of compensation only. The President's trade
agreement authority expired on July 1, 1967, and would be, reinstated,
in a limited way, on the enactment of this amendment.

The President did not request trade agreement authority in order
to enter into major trade negotiations. The Executive has not pre-
sented any proposals to the Congress or the committee with respect
to negotiating with foreign countries on trade barriers with foreign
countries which would require a grant of authority by the Congress.
It was the expressed intent of the President's Special Trade 1ep-
resentative to use this authority mainly for the payment of com-
pensation in situations in which the United States increased a
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duty or imposed a new restriction on a product which was the subject
of a tariff concession. Consequently, the committee limited the tariff
cutting authority requested by the President to those situations in
which compensation is required under international obligations. In
addition, it (letermined that the authority should be granted until
July 1, 1975, in order not to jeopardize the granting of tariff adjust-
ment relief to injured industries because of the lack of Presidential
authority to reduce tariffs.

Under the bill he is authorized to reduce by 20 percent or by 2
percentage points, the rates of duty which will exist when the final
stage of the Kennedy Round reductions is to be made effective on
January 1, 1972. This authority is limited to those cases in which the
President is required under the tariff adjustment provisions or other-
wise to proclaim increased import restrictions on an article covered
by concessions granted by the United States in trade agreements.

The committee feels that the Executive may not have exercised its
rights under international agreements to demand and receive "com-
pensation" from other countries that have imposed higher tariffs or
other import restrictions which are in violation of trade agreement
concessions. Consequently, the committee feels that whenever a ques-
tion of "compensation" arises because of an increase in U.S. duties or
other import restrictions, the Executive should study carefully its
rights with respect to the affected countries' restrictions, and the
degree to which "compensation" has been paid to the United States
for these restrictions.

The committee did not renew or extend any of the other authori-
ties to modify tariffs provided in section 202, 211, 212, or 213 of the
Trade Expansion Act of 1962.

STAGING REQUIREMENTS

(Sec. 302 of the bill)
This section of the bill is directed to the need to implement in two

stages, tariff reductions to be made pursuant to trade agreements.
The bill provides that the tariff concessions agreed to under this new
authority shall be staged in at least two installments with one year
intervening. It also provides that tariff reductions agreed to under
the new authority may be combined with any remaining stages of
earlier proclamations made pursuant to the Kennedy Round of trade
negptiations.

The committee agreed to this arrangement recognizing that Ken-
nedy Round tariff reductions will not be fully implemented until
January 1, 1972. In practical effect, the last stage of those concessions
is the only one which might be pending at the time of negotiations and
implementation of new concessions which may be under the authority
of this bill. Further, the committee assumes that the President would
not stage any new concession concurrently unless he had previously
determined that this could be done without detriment to the U.S.
industry producing the article or articles affected by the tariff reduc-
tion.
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OTHER PRESIDENTIAL AUTHORITY

FOREIGN IMPORT RESTRICTIONS AND DISCRIMINATORY ACTS

(Sec. 303 Of the bill)

The bill would amend section 252 of the Trade Expansion Act of
1962 and provide new authority and direction to the President to
act against import restrictions or other acts of foreign countries which
unjustifiably or unreasonably burden, or discriminate against U.S.
commerce.

The bill would amend section 252(a) by removing the word "agri-
cultural" so that the President is directed to take such action as he
deems necessary and appropriate when a foreign country unjustifiably
restricts "any" U.S. product. Such action under existing provisions
of the law might include the imposition of duties or other import
restrictions on products of the foreign country imported into the
United States.

The committee also proposes to amend section 252(b) of the Trade
Expansion Act to direct that the President shall take certain actions
whenever a foreign country whose products benefit from U.S. trade
agreement concessions provides subsidies or other incentives to its
exported products to other foreign markets so that U.S. sales of
competitive products to those other markets are unfairly affected
thereby. This amendment was recommended by the executive branch
and approved by the committee as necessary to protect U.S. com-
mercial interests. The committee believes that the executive branch
will use. this new authority to fully offset any foreign practices which
adversely affects U.S. commerce.

In addition, the committee increased the authority of the President
under section 252(b) of the Trade Expansion Act by enabling him to
impose duties and other import restrictions whenever such a foreign
country is maintaining nontariff restrictions substantially burdening
U.S. commerce, engaging in discriminatory acts which unjustifiably
restrict U.S. commerce or providing such subsidies or other incentives
for its exports.

Section 252(c) would be amended by .lirecting and authorizing the
President to take action whenever a foreign country whose products
benefit from U.S. trade agreement concessions maintains unreason-
able import restrictions which substantially burden U.S. commerce.
The President is authorized and directed to impose duties or other
import restrictions on the products of such foreign country in such
instances as well as suspending or withdrawing trade agreement
concessions or refraining from proclaiming benefits to carry out trade
agreements with such foreign countries.

The committee determined that since subsections (a) and (b) of
section 252 are both directed toward foreign import restrictions and
discriminatory acts which are illegal, that the scope of Presidential
authority to act to prevent the establishment or obtain the removal
of such foreign import restrictions ought to be the same in both sub-
sections. Consequently, a new subparagraph (C) to the latter subsec-
tion provides powers equal to that provided in existing (a)(3).
Similarly it was deemed desirable that subsection (c) (1) be amended
to give the President power to impose duties or other import restric-
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tions against the unreasonable, though legal, foreign government
practices to which that subsection is directed. Finally, the committee
deemed it desirable that the obligatory word "shall" used in both of
the two first subsections, with regard to the President's action, should
also be used in the third subsection in place of the existing "may."

The committee also provided a clear complaint procedure in
section 252 similar, in principle, to the procedures used under some
other unfair trade practice statutes, such as antidumping and counter-
vailing duty, and to the statutory procedures tinder the national
security provision. Under the committee amen(lment an interested
party could file a complaint with the Secretary of Commerce concern-
ing a foreign import barrier or export subsidy which he feels is unrea-
sonably and unjustifiably restricting U.S. exports. In accordance with
the criteria already spelled out in the statute, the Secretary would then
investigate to determine whether or not a foreign barrier or export sub-
sidy is unjustifiably and unreasonably restricting U.S. commerce. The
Secretary would have a 3-month time limit within which he must
reach a finding. If he reaches an affirmative finding, he would inform
the President and publish such finding (and the reasons therefor) in
the Federal Register. The reasons for a negative finding would also
be published in the Federal Register. Under an affirmative finding
the President would have an additional 3 months to work out a solu-
tion to the problem through negotiation with the foreign government.
If the President failed to obtain a satisfactory negotiated solution, then
he would take the retaliatory action called for by section 252.

These amendments provide important new direction and authority
to the President to act to protect the interest of United States com-
merce in the face of unjustifiable import restrictions and other un-
reasonable import restrictions, including discriminatory acts which
substantially burden U.S. commerce or unfairly restrict or affect mar-
ket access for U.S. products. The committee feels that not only should
the President respond to this additional direction by the Congress to
protect U.S. commercial interests, it is also incumbent on such domes-
tic producing interests to use the new provisions in section 252(d) to
fully and accurately inform the Secretary when action is taken or
contemplated by foreign countries in order that the President and
those to whom he has delegated this responsibility may act promptly
and effectively.

It must be recognized that over the years, the United States has
granted increased market access to foreign produced goods in order
to gain greater access in foreign markets for goods produced in the
United States. It is incumbent on both the government and United
States producing interests to cooperate in the maintenance of access
to foreign markets on a fair and reasonable basis for goods produced
in the United States.

NATIONAL SECURITY PROVISION

(Sec. 304 of the bill)

The committee amendment to section 232 of the Trade Expansion
Act of 1962, the "national security provision," would provide that
any adjustment of imports under that section shall not be accom-
plished by the imposition or increase of any duty, or of any fee or



251

charge having the effect of a duty. The committee has reviewed the
legislative history of section 232 of the Trade Expansion Act and its
predecessor provisions in the trade agreements legislat on, and
concludes that the delegation of authority to the President to adjust
imports should be limited to the use of quantitative limitations.

The amendment to section 232 is not intended in any way to fore-
close the President from adjusting imports to such levels as he deems
necessary to prevent impairment to the national security. Nor does it
affect the flexibility of the President to modify import limitations
already imposed under section 232 to meet increased demands for
raw materials or other emergency requirements which may arise
from time to time. If, under particular circumstances, not foreseen by
your committee, the President believed that duties or tariffs would be
a more appropriate remedy in a case he would be free to request such
authority from the Congress.

The bill would also amend section 232 with respect to the time
within which the Director of the Office of Emergency Preparedness is
to make a determination with respect to applications for action under
the national security provision. The committee's attention was called
to the delays that often ensue in reaching determinations under this
section. It therefore has provided that a determination on new appli-
cations shall be reached within one year after the date on which the
investigation is requested. Determinations on active pending cases
are to be made within 60 days of the date of enactment of this Act.

The committee was informed by the Director of Emergency Pre-
paredness that imposition of a tariff in the case of oil imports in lieu
of a quota would tend to increase consumer prices on petroleum and
petroleum products. Moreover, the committee believes that there are
serious practical problems in substituting a tariff for a quota in the
regulation of oil imports. The volatility of freight rates, the geographic
distribution of the world's oil reserves, and various pricing and taxing
policies by foreign governments are important factors which would
make the substitution of tariffs to regulate oil imports very costly and
inefficient. No tariff can be so scientifically set as to reasonably regulate
the level of imports in accordance with the needs of national security.
The committee felt that whenever a national security matter is con-
cerned, importations of the commodity involved should be set at a level
so as to provide a reasonable degree of certainty that they will not
impair the national security. This cannot be done effectively by a tariff
or duty scheme.

The committee also considered the fact that four U.S. Presidents,
two from each major political party (Presidents Eisenhower, Ken-
nedy, Johnson, and Nixon), after careful study of all the military,
security, and economic facts available to them, have determined that
quantitative controls over oil imports were in the national security
interest. The need for establishing a reasonably specific and predict-
able level of imports was particularly manifest to President Kennedy
who issued the Presidential proclamations which established a regional
formula for regulating such imports.
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TARIFF ADJUSTMENT AND ADJUSTMENT ASSISTANCE

(Subpart 2 of Part A of Title III)

GENERAL

Subpart 2 of part A of title III of the bill would amend the provisions
of title III of the Trade Expansion Act of 1962 (TEA) relating to tariff
adjustment for industries, and adjustment assistance for firms and
workers. The primary purpose of the amendments is to liberalize the
criteria that must be met before such relief may be afforded. Subpart 2
would also make certain other changes in related provisions of sections
311, 317, 323, 326, 351, and 352 of title III of the TEA.

Since the liberalization of criteria and the investigative procedures
differ with respect to industry relief as distinguished from firm or
worker relief, the two categories will be discussed separately.

TARIFF ADJUSTMENT1

Sections 301, 302, 351, arid 352 of the TEA set forth the current
authority and procedures for an industry to obtain assistance in the
form of proclaimed increases in the duty or other import restrictions
applicable to articles on which concessions have been granted in trade
agreements. Provision is also made therein (section 302) for such
industry relief to be provided in combination with adjustment
assistance to firms and workers, the terms of which are discussed in
the next section of this report relating to adjustment assistance.

The amendment would not change the status of petitioners for tariff
adjustment. In other words, section 301(a)(1) would still permit peti-
tions to be filed with the Tariff Commission by any trade association,
firm, certified or recognized union, or other representative of industry
so long as petitioner's authority is drawn from firms or groups of
workers embracing a substantial part of the industry involved.

AUTHORITY FOR TARIFF ADJUSTMENT

(Sec. 311 of the bill)

Section 311 of the amendment would amend section 301(b) of the
TEA in a number of significant ways, viz.: (1) By liberalizing existing
criteria for tariff adjustment; (2) by adding an additional determina-
tion as to the nature of the injury.; (3) by including a definition of the
term "domestic industry producing articles like or directly competitive
with the imported article"; and (4) by directing the Tariff Commission
also to investigate factors which in its judgment may be contributing
to increased imports of tlhe article under investigataion, and (5) by
changing the voting requirements of the Commission in regard to
its determinations with respedt to tariff adjutment remedies.

Relaxed criteria. The amendment would accomplish liberalization of
present tariff adjustment criteria basically by (a) significantly modify-
ing the present causal connection between increased imports and
trade-agreement concessions, and (b) by substituting for the present
concept of "the major factor" (in existing paragraph (3)) the concept

'The term "tarI adjustment", as used in the TEA, refers not only to tariff rate increases but also to other
import restrictions.



253

of increased imports contributing substantially toward causing serious
injury which was embodied in section 7 of the Trade Agreements Ex-
tension Act of 1951, as amended.

The committee relaxed the causal relationship that exists in the
Trade Expansion Act between increased imports and trade conces-
sions. Under present law the Tariff Commission must determine
"whether as a result in major part of concessions granted under trade
agreements, an article is being imported into the United States in such
increased quantities as to cause, or threaten to cause, serious injury
to the domestic industry producing an article which is like or directly
competitive with the imported article."

The committee agreed that this "major part" test is too rigid, and
adopted the same causal relationship between increased imports and
tariff concessions which existed between 1951 and 1962 under section
7 of the Trade Agreements Extension Act, as amended, which in per-
tinent part, reads as follows:

The Tariff Commission shall . . . determine whether any
product upon which a concession has been granted under a
trade agreement is, as a result, in whole or in part, of the
duty or other customs treatment reflecting such concession,
being imported into the United States in such increased
quantities, either actual or relative, as to cause or threaten
serious injury to the domestic industry producing like or
directly competitive products."

The committee determined that restoration of this causal relaionship
should not impede any industry from receiving relief if it is seriously
injured by imports. Restoration of the causal relationship was con-
sidered necessary for two basic reasons:

(1) Without any relationship between increased imports and
a tariff concession, the articles imported from Communist coun-
tries (which have never received a U.S. tariff concession) would
have to be subject to "escape clause" proceedings along with the
articles from column 1 or non-Communist countries; and

(2) Without any causal relationship between increased imports
and tariff concessions the United States could be in violation of
trade agreement obligations which could give foreign countries a
reason for arguing that any action by the United States under
tariff adjustment provisions of this act was, ipso facto, in viola-
tion of such obligations.

With respect to the products of Communist countries, it is entirely
conceivable that certain imported products from these countries could
be of sufficient magnitude to "tip the scales" in the judgment of the
Tariff Commission to decide a case in favor of an affirmative finding.
Thus higher duties could be imposed on the articles of free-world
countries, because of importations from Communist countries.

The committee felt thait the causal reiaitionhi between increased
imports and tariff concessions embodied in section 7 of the Trade
Agreements Act of 1951, as amended, which was in effect for 11 years,
was not only fully compatible with U.S. obligations, but did not serve
as a hindrance for seriously injured domestic industries from receiv-
ing an affirmative determination from the Tariff Commission, on the
question of serious injury.

52—149 O—-70————17
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The words "in whole or in part, of the duty or other customs treat-
ment reflecting such concessions" which the committee adopted have
not in the past been construed by the Tariff Commission as a reason
not to proceed to determine whether increased imports have "contrib-
uted subst'a.ntially" toward causing or threatening serious injury to
an industry. The committee strongly believes that the Tariff Com-
mission will not close out any case on an article subject to a tariff con-
cession, because of the causal link between increased imports and a
tariff concession, which the committee feels is an integral part of our
trade agreement program.

Even in cases in which there is a zero rate of duty on an article which
has been bound by a tariff concession, the "binding" itself is a signifi-
cant concession, without which, high duties could be imposed consistent
with international thligations which would assuage the growth of im-
por'ts and thereby relieve a domestic industry. In Tariff Commission
Report to the President on escape clause investigation No. 7—90, under
section 7 of the 1951 Act relating to binder and baler twines which
had been historically free of duty, the Commission said: (p. 52).

By enacting the escape-clause provisions, of which the language
here in question is a part, the Congress was in effect declaring that
American industry should be protected against serious injury
from an increase in imports following the granting of trade-
agreement concessions. The possibility that such injury may
occur arises from the fact that a concession, whether it be a "modi-
cation" or a. "binding" of customs treatment, is conceptually
merely an undertakinq not to impose a. more restrictive customs
treatment than that speciped for the product involved during the
life of the trade agreement. Such. an undertaking represents a
distinct commercial advantage to any country which. receives the
benefit of the concession, and constitutes a stimulus to exports of
the product from these countries. Thus, the escape-clause legisla-
tion is, in the final analysis, calculated to remove or mitigate the
stimulus to an injurious volume of imports which may result from
the customs treatment of the product in question, an objective
which can be effectively served only if remedial action is taken
with respect to the customs treatment of such imports from all
countries which receive the benefit of the undertaking represented
by the concession. Accordingly, if a countrq received the benefit
of a trade-agreement concession, its exports of the product in-
volved must be within the reach of the escape-clause remedy.

Thus, in such situations the committee understands and intends that
the "binding" itself would satisfy the causal relationship.

Moreover, the words "in part" mean any part, not the major part, a
significant part or any other qualification on the degree of relationship
between increased imports and a tariff concession.

It will be observed that. under t.he relaxed criteria it is sufficient that
increased imports, which have resulted in whole or in part from trade-
agreement concessions, "contribute substantially" (whether or not such
increased imports are the major factor or primary factor) toward

'This is implicit in the 'language of the statute itself, which does not purport
to be eddresaed to the concession per se but rather 'to 'the "duty or other customs
treatment reflecting such concession."
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causing or threatening to cause injury. The parenthetical language
was inserted to contrast the proposed criteria with the existing concept
of "the major factor" and the concept of "the primary factor" pro-
posed by the administration, and to show that these latter concepts
were not iii any sense controlling in the interpretation of the concept
adopted by the committee. The committee's acceptance of the criteria
of section of the 1951 Extension Act was also based upon the fact
that such criteria had previously been determined by the President
to be compatible with our international obligations.

The term "like or directly competitive", used in the bill to describe
the products of domestic producers that may be adversely affected
by imports, was used in the same context in section 7 of the 1951
Extension Act and in section 301 of the Trade Expansion Act. The
term was derived from the escape-clause provisions in trade agree-
ments, such as article XIX of the GATT. The words "like" and
"directly competitive", as used previously and in this bill, are not to
be regarded as synonymous or explanatory of each other, but rather
to distinguish between "like" articles and articles which, although not
"like", are nevertheless "directly competitive". In such context,
"like" articles are those which are substantially identical in inherent
or intrinsic characteristics (i.e., materials from which made, appear-
ance, quality, texture, etc.), and "directly competitive" articles are
those which, although not substantially identical in their inherent
or intrinsic characteristics, are substantially equivalent for commer-
cial purposes, that is, are adapted to the same uses and are essentially
interchangeable therefor.

WiIth respect to question of threat of injury the committee believes
the factual situation necessary to support a finding that an article is
being imported in such increased quantities as to "threaten" serious
injury to a domestic industry cannot differ greatly from the factual
situation necessary to support a finding that the product is being im-
ported in such increased quantities as to "cause" serious injury. Since
both a finding of present. serious injury and a finding of threatened
serious injury must be related to currently increased imports, it neces-
sarily follows that a finding of threatened serious injury must be
based upon facts which, applied to the statutory criteria, show that
serious injury is about to occur. In other words, the serious injury
must be imminent.

Additional determination as to the 'nature of injury. There are some
situations in which injury to industry would be so serious as to be
acute or severe, indicating an especially urgent need for immediate re-
medial relief. Furthermore, in such acute or severe injury cases the re-
hef should be adequate to the nature and extent of the injury. Conse-
quently, the committee provided that in situations in which the Tariff
Commission finds that the. injury to the domestic industry is acute
or severe or that imports threaten to acutely or severely injure suth
industry, the Tariff Commission would so report to the President. In
this case, the President shall impose whatever retricJtions the Tariff
Commission recommends to remedy the severe or acute injury or
threat thereof, unless he determines it is not in the national interest.

The committee intends that acute or severe injury is to be construed
as a• high level of rnjurv well above the threshold of serious injury
required for an affirmative injury determination under paragraph (1)
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of section 301(b). However, under this criteria an industry would not
have to be on its death bed for the injury to be deemed acute or severe.
The word "acute" is taken generally to mean "seriously demanding
urgent attention," "intensification of need," "sharp" or "pointed,"
"constituting a crisis." Similarly, the .word "severe" means "sharp,"
"extreme," or "grievous." Analogously, the committee would con-
sider a broken bone in the body to be a serious injury, .and if the broken
bone were a compound fracture this would be a severe or acute injury.
The body as a whole can be relatively healthy even though one of its
members is acutely or severely injured. But if no relief is immediately
forthcoming to remedy the acute or severe injury, or threat thereof,
the body itself will suffer irreparable damage. Thus, it is the commit-
tee's intention that in cases where the injury is acute or severe, the
remedy is more urgent than in cases where only serious injury has
been found, although in the latter cases, it is expected that the Presi-
dent will also weigh heavily the Tariff Commission's recommendation
for relief in his decision to impose whatever rerictive action he deems
necessary to provide relief.

The committee rejected the arithmetic approach in H.R. 18970 to
the question of severe or acute injury because it involved a number of
highly complex and untried criteria which not only would have sharply
increased the workload of the Tariff Commission but would not have
assured any improvement in the qualitative determinations of the
degree of injury involved in any particular case. Moreover, this
arithmetic test in H.R. 18970 involved computations which were often
difficult, if not impossible, to compute. For example, the arithmetic
test would have required that the imported articles be sold at prices
"substantially below" those prevailing for like and competitive products
produced in the United States, and that the unit labor cost attributable
to producing the imported article are "substantially below" those
attributable to producing like or competitive articles in the United
States. The committee was informed that unit labor costs information
is not available to the degree envisioned by this legislation, and
believes that the question of whether imported prices were "sub-
stantially below" those prevailing in the United States is not essential
to the question of severe injury. An article could be sold in the United
States only slightly below the domestic price but in such volume and in
such concentration that the domestic industry, operating on a very
slim profit margin, would not be able to compete.

Moreover, the arithmetic determination would have required the
Tariff Commission to determine whether domestic production of the
like or directly competitive product is declining or is likely to decline
so as to substantially affect the ability of domestic producers to
continue to produce the like or directly competitive product "at a level
of reasonable profit." The committee was informed that it is extremely
difficult to determine what "a reasonable level of profit" constitutes
in any one particular product line in a multiproduct industry. Current
accounting practices do not usually segregate out profitability on a
product by product basis. Moreover, profits tend to vary industry by
industry in accordance with the degree of competition in the market-
place and the supply and demand relationships for the goods involved
as well as with the general state of the economy.

In opting for the qualitative approach to the question of acute or
severe injury, the Committee is placing great faith and expectation m
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the sound judgment of the members of the Tariff Commission to reach,
after consideration of all relevant factors, a degree of consensus on
the question of injury consistent with the intention of this Act and
with the exercise of such sound judgment. In this connection, the
Committee has noted the generally increasing tendency of Com-
missioners to resort to the use of separate statements of their views
when there are no significant differences between them or when the
differences, if any, are not apparent. The committee feels that the
Commissioners should strive to eliminate this practice. Commissioners
should make reasonable efforts to reach a consensus on the main
questions of injury and remedy, and, when this is not possible, should
present clear majority and minority viewpoints on these principal
questions, with any significant differences clearly drawn and explained.

Definition of domestic industry. This definition of domestic industry,
which appeared in former section 7 of the 1951 Extension Act, is the
so-called segmentation concept. By virtue of this definition, the
domestic industry will include the operations of those establishments
in which the domestic article in question (i.e., the article which is
"like," or "directly competitive with," the imported article, as the
case may be) is produced. Where a corporate entity has several
establishments (e.g., divisions or plants) in some of which the domestic
article in question is not produced, the establishments in which the
domestic article is not produced would not be included in the industry.
The concern of the Tariff Commission would be with the question of
serious injury to the productive resources (e.g., employees, physical
facilities, and capital) employed in the establishments in which the
article in question is produced. In the case of multiproduct establish-
ments in which productive resources are devoted to producing products
A, B, C, and D, of which oniy product A is suffering from import
competition, it is only necessary that the Commission find that the
resources engaged in the production product A have been injured.
However, the Tariff Commission should take into account other rele-
vant factors including whether there has been a transfer of productive
resources from A to B, C, or D for reasons other than the impact of
imports. The extent to which the products of a multiproduct estab-
lishment can be so separately considered is necessarily affected by the
accounting proôedures that prevail in a given case and the practica-
bility of distinguishing or separating the operations for each product
line.

A reinstatement of the "segmentation principle" in the definition
of industry is made more important now because of the growth and
proliferation of mergers and conglomerate type industrial enterprises.
One or several of these large integrated firms with many lines of pro-
duction can take a considerable market share in any one article of
production. There may be scores of smaller, nonintegrated firms
producing like or competitive products and if the economic condition
of the whole large, integrated, multiproduct firm had to be weighed
on the scale of injury alongside that of the smail, nonintegrated
firm, the balance would inevitably be tipped against the small
producer.

Factors causing increased imports. Subsection (b) (6) will require the
Tariff Commission, in the course of any proceeding initiated under
paragraph (1), to investigate any factors which may be contributing to
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increased imports of the article under investigation. Such factors
would include the effect of tariff concessions, foreign wage rates, and
also possible dumping, subsidization, or other forms of unfair competi-
tion. If the Tariff Commission has reason to believe that increased
imports are attributable in part to circumstances which come within
the purview of the Antidumping Act, 1921, section 303 or 337 of the
Tariff Act of 1930, or other remedial provisions of law, it is directed
to promptly notify the appropriate agency and to take such other
action as it deems appropriate in connection therewith. There is no
intention in this amendment to transfer to the Tariff Commission
action responsibility for the implementation of statutory language
faUin within the purview of other agencies.

This provision is designed to assure that the United States will not
needlessly invoke the escape-clause [article XIX of the GATTJ and
will not become involved in granting compensatory concessions or
inviting retaliation in situations where the appropriate remedy may
be action under one or more U.S. laws against unfair competition for
which action no compensation or retaliation is in order.

Commivion voting requirements. In accordance with subsection (b) (4)
the remedy determination of a majority of the Commissioners voting
for the affirmative injury determination shall be treated as the remedy
determination of the Commission.

Ninety-day transition period. The committee provided the Tariff
Commission with a period of 90 days after enactment, within which
the Commission, acting as expeditiously as possible, will issue new
rules and regulations on handling all petitions under its jurisdiction.
The committee intends that the Commission will issue these rules
and regulations as soon as possible, but no later than 90 days after
the enactment of this Act. During that period, no petition may be
filed under section 301 (a) of the Trade Expansion Act of 1962.

PRESIDENTIAL ACTION WITH RESPECT TO TARIFF ADJUSTMENT

(Sec. 313 of the bill)

The bill would amend section 351 of the TEA to provide that the
President shall, upon receipt of an affirmative injury determination,
proclaim such import restrictions as he determines to be necessary to
prevent or remedy serious injury, unless he determines that it would
not be in the national interest.

When the Tariff Commission makes an injury determination and
makes the aforementioned additional determination provided for in
section 301(b) (5), the President is directed to implement the remedy
determination of the Commission unless he determines that such
action would not be in the national interest. In situations in which
the President rejects the Tariff Commission's remedy under the na-
tional interest provision he would be free to provide whatever relief
he deems necessary, which is consistent with this Act and the national
interest. . . .

The amendment would make no change in the existing provisions
for congressional review which applies to those cases where the
President does not carry out the remedy determination of the
Commission.
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REVIEW OF ADJUSTMENT ACTION

The review procedures on outstanding tariff adjustment actions are
amended to provide that the Tariff Commission, in its reports on con-
ditions in the industry concerned with the tariff adjustment, will
include information on the steps taken by the firms in the industry
to compete more effectively with imports.

The reporting requirements regarding such reviews of tariff adjust-
ment actions are also amended to provide that the Tariff Commission
will make findings similar to those in an original tariff adjustment
investigation if it should determine in an investigation reviewing an
outstanding tariff adjustment action that the existing restrictions on
imports are insufficient to prevent or remedy serious injury to the
domestic industry. Such finding would be in addition to that presently
required with regard to the effect of a reduction or elimination of a
tariff adjustment action.

ORDERLY MARKETING AGREEMENTS

(Sec. 314 of the bill)

Section 352 of the Trade Expansion Act is amended to provide that
the President may negotiate orderly marketing agreements at any
time after an affirmative injury determination. Further, the amend-
ment provides that such agreements may replace in whole or in part
tariff adjustment actions. Under existing law, the negotiating authority
under section 352 is to be used at the conclusion of the Tariff Com-
mission investigation and the agreements are to be a substitute for
tariff adjustment action. This provision may serve as a. means for the
President to avoid imposing mandatory quotas, if a suitable voluntary
agreement is reached.

ADJUSTMENT ASSISTANCE

(Sec. 315 of the bill)

Adjustment assistance for firms and workers injured by increased
imports is made more readily available under this amendment. The
committee believes that the criteria for determination of eligibility
of firms and workers to apply for adjustment assistance contained
in the Trade Expansion Act of 1962 are too strict. The committee
amendment therefore liberalizes these criteria. The amendment also
provides that the President, instead of the Tariff Commission, will
make the substantive determinations of eligibility.

Under the amendment, firms or workers may petition directly to the
President rather than to the Tariff Commission as at present; also,
firms and workers may apply directly to the Secretaries of Commerce
or Labor, respectively, after Presidential action providing for such
requests following a Tariff Commission finding of injury to an entire
industry.

The basic formula for the weekly trade readjustment allowance
payable to an adversely affected worker is increased in the bill from
65 percent to 75 percent of his average weekly wage or to 75 percent
of the average weekly manufacturing wage, whichever is less, reduced
bj- 50 percent of the amount of his remuneration for services per-
formed during the week. The existing provisions affording training
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and other reemployment assistance to adversely affected workers
is expanded to include supportive and other services provided for
under any Federal law.

The changes in the bill will serve to make adjustment assistance
more effective and more readily available to help individual firms or
groups of workers cope with the impact of increased import
competition.

Direct Petitions. The Trade Expansion Act of 1962 presently
provides that petitions for a determination of eligibility to apply for
adjustment assistance may be filed with the Tariff Commission by or
on behalf of a firm or group of workers. These are petitions for deter-
minations under section 301(c). The committee amendment changes
this procedure by requiring that the petitions be filed with the Presi-
dent rather than the Tariff Commission. It is intended that a group
of three or more workers in a firm may qualify as a petitioner for
adjustment assistance.

The committee believes that affected workers have a responsi-
bility to endeavor to give prompt notice of difficulties by applyin
for assistance as soon as they become unemployed or are threatene
with unemployment. Section 301(a)(2) of the Trade Expansion Act
has been amended to provide that petitions filed by or on behalf of a
group of workers shall apply only with respect to individuals who
are, or who have been within one year before the date of filing of such
petition, employed regularly in the firm involved. Individuals who
become unemployed or underemployed after the date of the filing of
the petition may be eligible to apply under any certification issued if
they are members of the group described therein.

The committee has amended the provisions of the existing act with
respect to the criteria to be applied in a determination of eligibility
to apply for adjustment assistance by a firm or group of workers. It
has provided that the President shall determine whether an article
like or directly competitive with an article produced by the firm or an
appropriate subdivision thereof is being imported in such increased
quantities, either actual or relative, so as to contribute substantially
toward causing or threatening to cause serious injury to such firm or
subdivision or unemployment or underemployment of a significant
number or proportion of the workers of a firm or appropriate sub-
division thereof.

This amendment eliminates completely the former causal link
between the increased imports and a trade agreement concession
insofar as adjustment assistance cases are concerned. These cases are
substantially different from the tariff adjustment (industry-wide
escape clause) cases in that adjustment assistance involves no po-
tential alteration of trade agreement concessions and therefore should
not be related at all to such concessions. No obligations exist with
respect to Article XIX of GATT with respect to adjustment as-
sistance cases; they do exist with respect to tariff adjustment cases.
The Senate amendment also changes the relationship between the
increased imports and the injury or unemployment from "the major
factor" to "contribute substantially (whether or not such increased
imports are the major factor or the primary factor)."

It is intended that an "appropriate subdivision" of a firm shall be
that establishment in a multi-establishment firm which produces the
domestic article in question. Where the article is produced in a dis-
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more establishments), such part or section may be considered an
appropriate subdivision. In the Trade Expansion Act, this concept
was confined to groups of workers. This bill would extend the con-
cept to firms as well.

Section 301(c) of the Trade Expansion Act as amended by the
committee provides for reports from the Tariff Commission to assist
the President in making determinations with respect to petitions filed
by firms or groups of workers. The President is to transmit promptly to
the Tariff Commission a copy of each petition filed with him by a firm
or group of workers and not later than five days thereafter to request
the Tariff Commission to conduct an investigation relating to questions
of fact relevant to the President's determinations and to make a re-
port of the facts disclosed by such investigation. In his request, the
President may specify the particular kinds of data which he deems
appropriate. This is not intended, however, to preclude the Tariff
Commission from making an investigation of, and including in its
report, such additional data as it considers relevant. Upon receipt of
the President's request, it is required that the Tariff Commission
promptly initiate the investigation and promptly publish notice
thereof in the Federal Register.

It is intended that the President, and not the Tariff Commission,
shall make the determ'inations under section 301 (c) (1) and (c) (2)
with respect to firms and groups of workers. Accordingly, the Tariff
Commission is not to include in its report conclusions, opinions, or
judgments which are tantamount to the determinations. Instead, it is
to present the facts and in a manner which will render the report useful
to the President. It is recognized that the Tariff Commission will have
to reach conclusions with respect to suc subsidiary questions as what
constitutes the firm or an appropriate subdivision thereof, what
product is like or directly competitive, and what is the appropriate
base period, in order to gather th3 relevant facts. In any case, however,
the President has the final authority to make a decision with respect
to any element which enters into the determinations under section
301 (c)(1) and (c)(2), and section 302 (c), (d), and (e).

In the course of any such investigation, the Tariff Commission shall
hold a public hearing if requested by the petitioner or any other in-
terested person. However, such a request must be made not later
than 10 days after the date of the publication of its notice of the
investigation. It is understood that a public hearing may be held in
any case on the Tariff Commission's own motion. The report of the
Tariff Commission of the facts disclosed by its investigation with
respect to a firm or group of workers is to be made at the earliest
practicable time, but not later than 60 days after the date on which
it receives the request of the President.

After receivinìg the Con.nissioa's report, the President has a maxi-
mum of 30 days in which to make his determination as to whether the
firm or group of workers is eligible to apply for adjustment assistance.
However, within this period he does have the authority to request
additional factual information from the Tariff Commission. The Com-
mission is then to furnish the additional information in a supplemental
report within 25 days and the President is to make his final determiña-
tion not later than 15 days after he receives such supplemental report
(section 302(c)).
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The President is required to publish in the Federal Register a sum-
mary of each determination made with respect to a petition for
adjustment assistance filed by any firm or group of workers.

For transitional purposes, investigations relating to adjustment
assistance under existing section 301(c) in progress immediately before
the date of enactment of H.R. 18970 are to be continued as if the
investigation had been instituted under the amended section 301(c)
and the petition treated as filed as of the date of enactment. Tariff
Commission determinations pending before the President on date of
enactment are also to be subject to the amended criteria and pro-
cedures.

If the President makes an affirmative determination on a petition
for adjustment assistance with respect to any firm or group of workers,
he shall promptly certify that such firm or group of workers is eligible
to apply for adjustment assistance. This certification permits the firm
to apply to the Secretary of Commerce and individual workers to apply
to the Secretary of Labor to seek the types and amounts of adjustment
assistance provided for in Chapters 2 and 3 respectively of Title III of
the Trade Expansion Act of 1962. Certifications of groups of workers
specify the workers' firm or appropriate subdivision and, under section
302(d) of the Trade Expansion Act, the date on which the unemploy-
ment or underemployment began or threatens to begin.

Section 302(e) of the Trade Expansion Act provides that the Presi-
dent shall terminate the effect of any certification of eligibility of a
group of workers whenever he determines that separations from the
firm or subdivision thereof are no longer attributable to the conditions
specified in section 301(c) (2) or section 302(b) (2). Such termination
applies only with respect to separations occurring after the termination
date specihed by the President.

The committee amendment specifically authorizes the President to
delegate any of his functions with regard to determinations and certifi-
cations of eligibility to apply for adjustment assistance. Authority to
issue rules and regulations related to these delegated functions is pro-
vided for under section 401(2) of the Trade Expansion Act.

PRESIDENTIAL ACTION WITH RESPECT TO ADJUSTMENT ASSISTANCE

(Sec. 312 of the bill)

Under the current law (Sec. 302(a)), whenever the Tariff Commis-
sion reports to the President a finding of serious injury or threat thereof
to an industry, the President may take any of several courses of
action. He may provide: (a) tariff adjustment on the imported
product involved in the investigation; or (b) that the firms in the
industry may request the Secretary of Commerce for certifications
of eligibility to apply for adjustment assistance; or (c) that the workers
in the industry may request the Secretary of Labor for certifications
of eligibility to apply for adjustment assistance; or (d) he may take
any combination of such actions. No order of priority among these
various courses open to the President is established nor is there a
requirement that the President must take some action.

We are persuaded that provision for adjustment assistance should
not be continued as a discretionary alternative action for the Presi-
dent in place of tariff adjustment action where the Tariff Commission
has made an affirmative injury and remedy determination after an
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industry investigation. The committee has amended section 302 (a) to
deal with Presidential actions after receiving a Tariff Commission re-
port containing an affirmative injury determination for an industry. If
the President provides tariff adjustment for an industry, he may also
provide that its firms or workers (or both) may request the Secretaries
of Commerce and Labor, respectively, for certifications of eligibility to
apply for adjustment assistance. If the President does not provide
tariff adjustment for the industry, he shall provide that both firms and
workers may request the respective Secretaries for certifications.
Notice must be published in the Federal Register of each such action
taken by the President. As amended, section (302(a)) also requires that
any request for such a certification must be made to the Secretary
concerned within the one-year period (or such longer period as may be
specified by the President) after the date on which the notice is
published.

There currently are, and may be, outstanding escape clause actions
with respect to a few industries under which the President has acted
to authorize firms and workers to request certifications of eligibility
to apply for adjustment assistance from the Secretary of Commerce
or the Secretary of Labor. It is the committee's intention that the
provisions of section 302(b) as amended should also apply to requests
from individual firms or groups of workers in those few industries
which may be pending on date of enactment of this bill or submitted
thereafter.

Under section 302(a) a firm or group of workers is not automatically
certified as eligible to apply for adjustment assistance. Following
Presidential action upon request by a firm in the industry found to be
seriously injured or threatened with such injury, the Secretary of
Commerce, in effect, must conclude whether the increased imports
found by the Tariff Commission to have caused or threatened serious
injury to the industry as a whole have also caused serious injury to the
individual firm in question. Similarly, upon request by a group of
workers in a firm in such industry, the Secretary of Labor must con-
clude whether the increased imports have caused or threatened
unemployment or underemployment to a significant number or
proportion of the workers of the firm or an appropriate subdivision
thereof. In both situations, under existing provisions of 302(b), the
increased imports must have been the major factor in causing or
threatening to cause injury @r unemployment. Your committee has
amended these provisions to conform to the liberalized criteria in
amended section 301(c).

This function given to the Secretaries of Commerce and Labor re-
flects the intention that adjustment assistance is not to be extended
to a firm or group of workers which has not satisfied the conditions of
eligibility. Under this procedure, these firms and workers are not
required to wait upon a Tariff Commission investigation. It is ex-
pected that the Secretaries of Commerce and Labor will continue to
make full use of Tariff Commission information derived front its
investigation of the industry concerned. It is also expected, however,
that where relief is warranted it will be given as quickly and as expedi-
tiously as is practicable and that the Secretaries of Commerce and
Labor will issue such rules and regulations that will assure prompt
and effective relief.
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The committee has required with respect to certifications made
by the Secretary of Labor under section 302(b) that such certifi-
cations shall only apply with respect to individuals who are or who
have been employed regularly in the firm invo'ved within one year
before the date of the institution of the Tariff Commission inves-
tigation relating to the industry. This refers to industry investigations
instituted by the Commission whether by petition on behalf of the
industry or by request, resolution, or motion, as the case may be, as
provided in section 301(b). It is not intended that these certifications
be limited to those individuals who are or who have been employed in
the firm involved within the one-year period antedating the institu-
tion of the rfariff Commission investigation. Individuals who became
or will become unemployed or underemployed (or threatened there-
with) after the date of the institution of the investigation or after the
date of the filing of the request with the Secretary of Labor may be
eligible to apply under the certification if they are members of the
group described therein.

Assistance for Individ'ual Workers. The committee concurs with the
House in making several changes in the adjustment assistance program
for workers directed at helping adversely affected workers adjust to the
loss of employment and reenter the labor force as rapidly and effi-
ciently as possible. When the worker assistance provisions of the
Trade Expansion Act were enacted in 1962, the Congress recognized
that t.he adversely affected workers would frequently need retraining
in a new skill. Section 326 of the Act, therefore, now expressly provides
that workers are to be afforded, where appropriate, testing, counseling,
training, and placement services available under any Federal law.
The committee believes that upgrading the skills and educational
opportunities of workers displaced by imports should be encouraged
by the various agencies of Government having responsibility in this
area.

The provisions were enacted at approximately the same time that
the Federal Government was launching the first Manpower training
programs under the Manpower Development and Training Act.
Since that time it has been demonstrated that workers frequently
need other services to prepare them effectively for full employment.
The Congress recognized this by providing that workers enrolled in
various Manpower programs, such as under the Manpower Develop-
ment and Training Act and the Economic Opportunity Act, could be
given what have come to be called "supportive services." (See Man-
rower Development and Training Act section 202 (j) and (k) and
Economic Opportunity Act section 123(a) (6)).

The committee's amendment adds to the second sentence of section
326(a) of the Trade Expansion Act the phrase "supportive and other
services." This phrase includes, •to the extent provided in Federal
law, services such as work orientation, basic education, commünica-
tion skills, employment skills, minor health services, and other
services which are necessary to prepare a worker who is eligible for
assistance under the act for full employment in accordance with
his capabilities and prospective employment opportunities. It is the
committee's intention that the minor health services furnished under
this section be limited to those which are necessary to correct a condi-
tion that would otherwise prevent a worker from being able to accept
a training or employment opportunity.
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We also wish to make it clear that the language of section 337
of the existing Trade Expansion Act authorizing appropriations
to the Secretary of Labor to enable him to carry out his functions
under the act includes the authority to expend the funds appropriated
thereunder for all programs that are provided to adversely affected
workers under the act, including training and supportive services, and
that use of the funds is not limited to payment of the financial allow-
ances to the eligible workers.

The committee also considered the basic formula for the level of
weekly trade readjustment allowances as provided in section 323(a)—
65 percent of the worker's average weekly wage or 65 percent of the
average weekly manufacturing wage, whichever is less, reduced by 50
percent of the amount of his remuneration for services performed
during the week.

We believe that this level of benefits is now inadequate and has
increased it to a basic formula level of 75 percent of the worker's
average weekly wage or 75 percent of the average weekly manu-
facturing wage, whichever is less, reduced by 50 percent of the amount
of his remuneration for services performed during the week. If this
provision had been in effect in the summer of 1970, the maximum
payment would have been $98 per week.

This increase is based on the policy inherent in the Trade Expansion
Act of 1962 that readjustment allowances are intended to do more for
adversely affected workers than the compensation provided by un-
employment insurance. The level of benefits available under state
unemployment insurance has increased appreciably since 1962, and
some states now provide unemployment compensation higher than the
readjustment allowances established in the Trade Expansion Act of
1962. The President has also recommended that the States take
action to assure that unemployment insurance be increased to a
maximum representing not less than 66% percent of the average
weekly wage in covered employment.

The increase in trade readjustment allowances recommended by
the committee will serve to maintain the general 1962 relationship
where such allowances were higher than unemployment compensation.
We believe that this relationship is appropriate in view of the
fact that the finding that the unemployment was caused by in-
creased imports implies that a lower level of imports would have
resulted in full job maintenance. Worker assistance is, therefore, in
the nature of adjustment to conditions resulting from actions taken
for the benefit of the nation as a whole.

The basic amended formula for the level of trade readjustment
allowances will apply for weeks of unemployment beginning on or
after the date of enactment of the bill. The amended formula will
thus also apply to workers who became eligible through a certification
issued before enactment of H.R. 18970.

The committee has maintained the standards of eligibility of the
individual to receive adjustment assistance benefits which were
established in the Trade Expansion Act of 1962. These standards are
stricter than those under State law for eligibility for unemployment
insurance or those under the Manpower Development and Trainmg
Act. In order to be eligible for assistance the individual worker must
be a member of the group specified in the certification and must have
been separated from adversely affected employment due to lack of
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work. That is, he must have been separated from a firm or subdivision
for which a certification of worker eligibility has been issued. The
worker must also have had a substantial employment history: he
must have been gainfully employed (at weekly wage of $15 or more)
for at least half of the weeks of the three years preceding his separation
from adversely affected employment and in the 52 weeks immediately
preceding his separation he must have had at least 26 weeks of em-
ployment in a firm or firms, the workers of which have been found
adversely affected by imports. The committee believes that these
stricter standards of individual eligibility are justified by the scale of
trade adjustment assistance compared with that available under other
programs.

QUOTAS ON TEXTILES AND FOOTWEAR

(Part B of Title III)
Part B of title III provides temporary measures to restrict imports

and avoid the threat of serious injury to the textile and footwear
industries and further deterioration in the domestic market for textiles
and apparel and nonrubber footwear.

This is to be accomplished by—
(a) The establishment of annual quotas, based on imports during

1967—69, by category and by foreign country of production for all
categories of textile articles and footwear articles which may be
imported during each calendar year beginning after December 31,
1970;

(b) Authorizing exemptions from such quotas when the President
determines that exemption will not disrupt the domestic market or
that exemption is in the national interest; and

(c) Authorizing negotiation of agreements with foreign countries
which would result in the regulation of imports into the United States
of textile articles or footwear articles or both and would supersede
the statutory quotas for the articles covered by the agreements.

Within this general framework, part B of title III authorizes in-
creased imports where the supply of articles subject to limitation is
inadequate to meet domestic demand at reasonable prices; provides
for certain exclusions with respect to noncommerciar entries and to
articles already subject to international agreement; and establishes
the applicability of the rulemaking provisions of the Administrative
Procedure Act to various actions under part B of title III of the bill.
Part B of title III terminates at the close of July 1, 1976, unless ex-
tended in whole or in part by the President following his determination
that such extension is in the national interest.

These provisions are designed to provide a mechanism for establish-
ing a reasonable and effective limitation on U.S. imports of textile
products and of nonrubber footwear products for the broad purpose
of remedying market disruption in those cases in which it now exists,
and of preventing the spread of market disruption to other categories
of articles. It is intended that, insofar as may be possible, the limita-
tion of these imports will be accomplished through the negotiation of
voluntary agreements provided for under section 322 and that the
quota provisions of section 321 will assist in the negotiation of such
agreements as well as to provide protection for the domestic market
and workers in cases wheTe such agreements are not concluded.
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The quota, exemption, and agreement provisions of part B of
title III are intended to assure that a!] textile articles and all footwear
articles, as defined, come within the scope of such provisions and may,
at any point in time, be subject to quota or agreement if they are not
at such time exempted.

The committee in its deliberations of import controls for textiles
gave careful consideration to the relationship of the thousands of
textile articles and the devastating effect which results •when one
textile article is controlled and imports shift to one not under re-
strarnts. The committee firmly believes that the only way to effectively
control textile imports by means of negotiated agreements is to provide
for comprehensive coverage of the textile articles described and de-
fined in part B of Title III. We expect this title to be administered
so as to carry out this basic and necessary concept.

ANNUAL QUOTAS

(Sec. 321 of the bill)
Annual quotas are established by statute on the total quantity of

each category of textile articles (defined in sec. 326), and of footwear
articles (defined in sec. 326), produced in any foreign country which
may be imported during 1971 and in each subsequent year. The limit
for 1971 for each category of articlesproduced iii each country is the
average annual quantity of such articles from such country which was
imported during the years 1967, 1968 and 1969.
1. Selection of Base Level

Textiles.—The average of imports from all countries of the principal
textile articles not at present subject to import limitation (or to volun-
tary export restraint to the United States), i.e., principally wool and
man-made fiber textile articles, amounted to an annual average of
1,390 million square yards equivalent in the 1967—1969 base period
for man-.mades, and 184.5 million square yards for wool textile
products. (These figures include tops, yarns, fabrics, apparel, and
made-up and miscellaneous textile products.) In 1969, imports were
1,782.6 million square yards equivalent for man-mades and 191.1
million for wool textiles. As of June 1970 imports are running at an
annual and all time record rate of 2.4 billion square yards for man-
made fiber textiles. However, wool textile imports are expected to
total 150 million square yards.

At the same time, cotton textile impprts, which are subject to the
terms of the Long Term Arrangement Regarding International Trade
in Cotton Textiles, are continuing at a high rate. They are e.xpected
to again reach more than 1.6 billion square yards in 1970.

Apparel, the most labor intensive sector of the textile-apparel in-
dustry is experiencing a continuing sharp increase in imports. At
present rates, 1970 apparel imports will rise to 1.6 billion square yards
equivalent, of which more than 1 billion yards will be manufactured
from man-made fibers, 500 million will be cotton apparel and 50
milhon will be wool apparel.

These imports pose a threat to the future of a strong textile-apparel
"industry" in the United States and its over 2 million employees unless
import growth is more closely brought into balance with growth in the
domestic market and in domestic production.
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Nonrubber Footwear.—U.S. imports of footwear (non-rubber) have
also surged in recent years, from a 1961 level of 40 million pairs to a
1969 level of 202 million pairs. Each recent year has seen a sharp and
substantial rise in these imports, from 133 million pairs in 1967, to
181 million in 1968 and to more than 200 million in 1969. 1970 im-
ports are expected to exceed 260 million pairs. At the sime time, U.S.
production is declining in a number of key lines of products. The de-
cline of employment opportunities for American shoe workers, the
closing of shoe factories, and the serious damage done to this industry
justify the legislative quotas in the committee amendment.

Accordingly, to relieve the market disruption and the dislocation to
firms and workers in these industries, and to restore to them the
possibilities for full and equitable participation in future market
growth, the 1967—1969 average annual level base formula has been
adopted as the base for the statutory quotas.. Growth in Base Level Quotas

The quantities provided for under the base level (1967—1969)
formula may be increased annually beginning January 1, 1972 by not
more than 5 percent of the amount authorized for the preceding
calendar year if the President determines that an increase is con-
sistent with the purposes of section 321 (section 321 (b)(1) and (b)
(2)(A)). Any percentage increase granted for a category of articles
is to be the same for such category from all countries.

Section 321 also provides (subsection (b)(2)) that a yearly deter-
mination be made of the quotas which would apply for each category
of articles from each country throughout the life of this title III, part B,
notwithstanding that such limitations may not, in fact, be in effect as
a result of the operation of other provisions of this title (e.g. the exemp-
tion authority (sec. 321(d) or the agreements negotiated (sec. 322)).
This requirement will assure that a continuing reference point is
maintained enabling the comparison of statutory quotas with nego-
tiated agreements and with actual trade which has been permitted to
occur as a result of use of the exemption authority by the President.

Section 321(b)(3) provides that when a quota under this sec-
tion begins or resumes after a period in which the article produced
in a foreign country was exempted from quota as a result of a Presi-
dential decision, or an agreement under section 322, and the President
determines that imports of such article from such country during the
1967—69 period were insignificant, a more recent. base period shall be
used with respect to such article from such country if he finds that use
of suchmore recent base period is consistent with the purpose of this
section. In that event, the quota for such articles shall be an amount
equal to the average annual imports of such article from such country
during the three calendar years preceding the year in which the quota
goes into effect. Under this provision the President will have flexi-
bility in a case in which a given country's base period trade (i.e.,
U.S. imports from that country in the 1967—1969 period) was insig-
nificant and the article has been the subject of an exemption by the
President under section 321(d) or was exempted under an agreement
provided for in section 322 or 324(b).

Section 321(c) further provides for the spacing of allowable annual
quotas over the course of a calendar year as appropriate to carry
out the purposes of section 321. Such spacing, takmg seasonal factors
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in trade and production into account, would enable the President to
avoid a heavy influx of quota goods in a short period of time at the
beginning of a year, an influx which could disrupt the domestic
market under some circumstances. Also, by requiring a re-opening of
a divided annual quota, importers of smaller volumes of articles
would be given several opportunities to participate in the entry of
available quota articles. Section 321(c)(2) provides for the pro-rata
adjustment of any annual quota which comes into effect after the
beginning of a calendar year as the result of the termination of an
exemption or other actions authorized by part B of title III. At such
time, in addition to the amounts actually entered during the calendar
year up to the date the quota resumes, an additional quantity equal
to the statutory quota adjusted pro rata according the number of full
months remaining in the calendar year after the date of such quota
resumption is authorized to be imported.

EXEMPTION OF ARTICLES FROM QUOTAS

(Sec. 321 of the bill)

The bill provides three mechanisms through which textile or foot-
wear articles may be exempted from the quotas imposed under sub-
sections 321 (a), (b), and (c), in the absence of an international agree-
ment concluded under section 322 (or the arrangement or agreement
referred to in subsection 324(b)).
1. Non-Disruptive Imports

The President is authorized by section 321(d) (1) to exempt articles
produced in any foreign country if he determines that imports of
such article produced in such country are not contributing to, causing,
or threatening to cause market disruption in the United States. These
exemptions, which may be made for an initial one year period, and
which may be extended for additional periods not to exceed one year
eaôh, and may be terminated by the President at any time upon his
finding that the article in question is contributing to, causing, or
threatening to cause market disruption in the United States.

In making the determinations under section 321(d) (1) and in making
similar determinations under other provisions of part B of title III,
the President should consider market conditions in the United States
for articles similar to the imported articles in question, taking particu-
lar account of the relevant market disruption standards set forth in
Annex C of the Long Term Arrangement Regarding International
Trade in Cotton Textiles (the arrangement referred to in section
204(b)). These market disruption standards are as follows: "these
situations (market disruption) generally contain the following elements
in combination:

(i) a sharp and substantial increase or potential increase of
imports of particular products from particular sources;

(ii) these products are offered at prices which are substantially
below those prevailing for similar goods of comparable quality in
the market of the importing country;

(iii) there is serious damage to domestic producers or threat
thereof; . .

In applying market standards under part B of title III, the President
would be expected to consider factors affecting the level of employ-
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ment, in the domestic industry, including the number of hours worked
per week.

In many instances it is the -cumulative effect on the market of
articles produced in a number of countries which causes market dis-
ruption, although the committee recognizes that in some cases the
market for a particular article may be disrupted by imports from one
country alone.

The committee understands that disruptive conditions in the
market for any product cannot in all cases be precisely measured.
Thus, while the above quoted conditions are generally found in a cir-
cumstance of market disruption, it is not always the case and in other
situations different elements may be considered in determining the
state of the domestic market for the articles concerned.

The term "articles" in this provision can be as narrowly defined as
the President deems necessary and is not meant to be restricted to
the "category" of articles as described in the Tariff Schedules of the
United States. This would enable the President to exclude individual
"articles", within "categories" of articles from the quota provisions if
he found that they were not disrupting the domestic market.

It was brought to the committee's attention that certain articles of
athletic footwear imports are selected by athletes because they feel
that the design of the shoes, including a close fit and light weight,
are particularly suited to their needs as a professional or amateur
performer. The shoe is selected by the athlete for its suitability for
the particular athletic event involved, and the price is generally higher
than that charged for domestically produced athletic shoes of the same
type. It is expected that the President would exercise his authority in
this kind of a situation.
2. The National Interest

Part B of title III also provides that the President may exempt
articles from the quotas when he determjnes that such action would
be "in the national interest" (Sec. 321(d)(2)).

The committee intends that the President have freedom in this
regard and understands that he is not expected to indicate what par-
ticular reasons may have motivated his determination to act on the
basis of the national interest criteria.
3. Supply at Reasonable Prices

rrhe President is also authorized to provide for additional imports
in excess of established qnotas or in addtion to the liIiiitations
provided in agreements whenever he finds that the total supply from
domestic and foreign sources, of textile articles or footwear articles
similar to those subject to limitations under such quotas or agree-
ments will be inadequate to meet demands at reasonable prices. This
standard is set forth in Section 323. .

The committee believes that in view of the broad flexibility afforded
the President to exclude individual articles from the quota provisions,
specific legislative exemptions were unwarranted. Consequently, the
committee deleted a provision in the House version of the Trade Act
of 1970 which would have exempted from the quota provisions on
textile articles cei tam woven fabrics for use only in the manufacture
of neckties.
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NEGOTIATION OF AGREEMENTS

(Sec. 322 of the bill)
Section 322 provides an alternative to the statutory quota provision

of section 321. It authorizes the negotiation of voluntary agreements
with the countries exporting textile articles, footwear articles, or both.
These agreements would provide for the quantitative limitation by
category of the textile articles and/or the footwear articles which these
countries may export to the United States during each year of the
agreement. Such agreements may be administered on the base of
either import controls by the United States or export controls by the
country concerned or a combination thereof. Whenever such agree-
ments are in effect, the articles which are included under them are
exempted from the quota provision of section 321. Both multilateral
agreements and bilateral agreements and arrangements are provided
for under section 322 and the President is authorized to issue regula-
tions necessary to carry out such agreements.

Section 322(b) authorizes the President to issue regulations limiting
the quantity of articles which may be imported from countries not
participating in a multilateral agreement whenever such an agreement
is in effect among countries, including the United States, accounting
for a significant part of world trade in the article concerned, and such
agreement contemplates the establishment of limitations on trade in
such articles which are produced in countries which are not participat-
ing in such agreement. It is intended in this context that a "significant
part of world trade" would be in excess of 50 percent of such world
trade in the article concerned. The regulations issued by the President
under section 322(b) may not provide for lesser quantities from such
countries than would be applicable if the quota provision of section
321 applied to such articles.

A multilateral agreement or arrangement covering wool and/or man-
made fiber textile products or footwear products could be implemented
under this section with respect to imports from countries which did
not participate in such an arrangement. The authority provided in
section 322(b) is patterned after that provided under section 204 of
the Agricultural Act of 1956, as amended in 1962. Any agreement,
whether bilateral or multilateral, would be concluded under the
authority of section 322(a); section 322(b) authorizes only the issuance
of regulations governing imports from countries not participating in
multilateral agreements. Section 322(a) authorize& the issuance of
regulations covering imports of articles from countries participating
in bilateral or multilateral agreements concluded thereunder.

In determining which articles are exempted from quotas as a result
of the conclusion of an agreement under section 322, any article falling
under the purview of such agreement, whether or not a specific ceiling
or limitation has been established for such article in that agreement,
is to be exempted from the quota provision provided that under the
agreement a mechanism is established whereby the entry of such
article into the United States can be limited. This applies with respect
to multilateral as well as bilateral agreements or arrangements. In
many U.S. bilateral agreements on cotton textiles, some articles are
subject to. specific limitation while others are subject to consultation
provisions. These latter articles (in a similarly structured agreement
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pursuant to which limitation can be established) could be exempted
from section 321 quotas.

Section 322(a) refers to agreements "regulating by category the
quantities of * * * articles * * * which may be exported to the United
States or entered. * * *" Thus, the basic thrust of the agreement
must be to provide for a limitation of quantities of goods entering
the domestic market, recognizing, however, that not all categories
of goods from all countries are causing or threatening disruption of
the domestic market, and recognizing that the pattern of such disrup-
tive trade changes. In the case of a multilateral agreement imple-
mented under section 322(b), the regulation of imports will also apply
to articles from countries which are not party to such an agreement
when the agreement provides a basis upon which imports of such
articles from such countries can be controlled.

The amendment provides that negotiated agreements with foreign
countries will supersede the quotas that otherwise would be imposed.
The existing multilateral cotton textile agreement is specifically given
this same treatment by the exclusion of articles subject to it for such
time as the United States remains a party to that agreement.

The committee recognizes that substantial administrative discre-
tion is required in order to make possible a negotiation of voluntary
agreements among a number of supplying countries. For that reason,
the bill does not establish any limitation on the quantities of articles
that may be exempted from quotas by reason of their inclusion in a
bilateral or multilateral agreement. The direction to the President
in this respect is contained in Section 322 which requires that in
negotiation of agreements, the President take into account conditions
in the U.S. market, the need to avoid disruption of that market, and
such other factors as he deems appropriate in the national interest.

ADMINISTRATIVE PROVISIONS

(Sec. 325 of the bill)

Section 325 provides generally for the administration of part B of
title III. It incorporates by reference the rulemaking provisions of the
Administrative Procedure Act (which has been codified in title 5 of the
United States Code) with respect to all actions taken under certain
specified provisions. Actions brought under these rulemaking pro-
cedures concern increases in the quotas, use of the more recent base
quotas for countries whose exports were insignificant during the 1967—
1969 base, exemptions and terminations of exemptons on the grounds
of market disruption or the lack thereof in accordance with section
321(d) (1), the issuance of regulations affecting trade of non-participat-
ing countries (sec. 322(b)), and increases in imports authorized under
section 323. Also subject to such rulemaking provisions are the issu-
ance of regulations by the Secretary of Commerce, with respect to the
exclusion of certain non-commercial articles, the issuance of deter-
minations by the Secretary of Commerce that certain articles should be
included in the definition of textile articles under section 326 not-
withstanding that they have been classified elsewhere in the Tariff
Schedules, and the determination by the Secretary of Commerce of
the category systems for textile articles or footwear articles to be
established for the purpose of the administration of part B of title III.
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Application of the rulemaking procedures to these actions is intended to
provide assurance of opportunity for public comment and notice of
actions intended to be taken as well as of those which have been
taken, and to provide for public hearings where that is deemed appro-
priate under the circumstances in accordance with that act (sub-
chapter II of chapter 5 of title 5 U.S.C.).

In addition, the bill requires that all quantitative linutations
established under part B of title III whether by statute or by agree-
ment, all exemptions and terminations of exemptions, and all regula-
tions issued to carry out title III be published in the Federal Register.
Furthermore, to assure an additional comprehensive source of infor-
mation regarding the state of quota limitations, exemptions, and
limitations established under agreements, all of such information is to
be included on a continuing basis as a part of the appendix to the Tariff
Schedules of the United States. This publication will also include
actions taken pursuant to the Long Term Cotton Textile Arrangement.

The committee believes that the use of these rulemaking and notice
procedures will provide a sound basis for the development of an
effective public information program regarding the operation of this
part B of title III. The committee expects that public hearings will be
held in connection with the establishment of the administrative
machinery for the quota provisions of part B of title III.

With respect to the appropriate administration of quotas on textiles
and footweai products, the committee concurred with the House that
the President should be given full flexibility and latitude to develop
regulations providing for efficient and fair administration of the quotas.
The committee expects that the President will, consistent with efficient
administration and to the extent practical, use this authority to provide
for administration of these provisions to insure against inequitable
sharing of imports by a relatively small number of the larger importers.
Additionally, if on the basis of the experience with administering these
provisions, it is determined that additional legislative authority is
required to provide for an efficient and fair administration, it is ex-
pected that legislative recommendations will be promptly made to the
Congress.

EXCLUSIONS

Section 324 excludes from the import restrictions established in
part B of title III certain articles which would be covered by the defini-
tions but which are imported under circumstances which the committee
believes should not be subject to quota limitations. The provisions
referred to in section 324 (a) relate to such circumstances as the im-
portation of personal belongings of persons who have lived overseas,
articles brought back to the United States by returning tourists, and
similar situations.

The Secretary of Commerce is authorized to issue regulations pre-
scribing the circumstances under which articles imported in non-
commercial quantities for noncommercial purposes may be entered
free of quota restrictions (sec. 324(a)). In this regard care shall be
taken not to exclude from the quotas samples shipments of which
are in the nature of commercial sales. The committee intends that
such regulations may provide for quota free imports of samples
which are notr for sale or for use other than as samples, and of other
articles imported in very small quantities for personal use. Section



274

324(b) excludes from Part B of title III all articles subject to the Long
Term Cotton Textiles Arrangement so long as the United States is a
party thereto. In addition, certain cordage which is subject to a
quantitative limitation in the bilateral agreement with the Philippines
(the Laurel-Langley Agreement) is exempted for such time as that
agreement remains in effect.

Section 324(c) provides that section 22 of the Agricultural Ad just-
ment Act, as amended, is not affected by part B of title III.

DEFINITIONS

(Sec. 326 of the bill)

Section 326 of the bill defines the terms "textile article" and "foot-
wear article" by reference to the applicable provisions of the TSUS.

Except as indicated below, the term "textile article" is limited to
any article classified in schedule 3 of the TSUS, if such article is
wholly or in part of cotton, wool or other animal hair, human hair,
man-made fiber, or any combination or blend thereof, or cordage of
hard (leaf) fibers. Specifically excepted from the term, are: raw cotton,
cotton wastes and advanced wastes, and cotton processed but not
spun; raw wool or hair, wastes and advanced wastes of wool or hair;
wastes and advanced wastes of man-made fiber; and scrap cordage and
rags. In addition to articles classified under schedule 3, the term in-
cludes certain headwear and gloves provided for in schedule 7, parts
lB and 1C of the TSUS, if wholly or in substantial part of cotton, wool,
or man-made fiber.

In addition, the Secretary of Commerce is authorized to control
under part B of title III of the bill an article which would have been
classified under one of the provisions of the Tariff Schedules referred
to in section 326(1) but for the inclusion of some substance or because
of processing which caused it to be classified elsewhere, in a provision
of the Tariff Schedules designed to embrace nontextile articles. The
committee intends that this provision be used to prevent or remedy
the abuse of the quotas or agreements by avoidance practices which,
because of the requirements of Customs laws and interpretations,
result in the article being classified as other than a textile article
even though it is fundamentally a textile article in use, purpose and
design. The committee understands that a possible current example
of such avoidance involves the inclusion of a small quantity of asbestos
fiber in a fabric made in chief weight of reused or reprocessed wool.
It is claimed by importers that this wool should be classified as an
article in chief value of asbestos under item 518.21 of the Tariff
Schedules. Such a classification, if sustained, would remove the
article from the specified coverage of part B of title III as defined in
section 321. In such a situation, if the Secretary of Commerce deter-
mined that the article is, in a practical commercial sense, a wool
textile fabric used interchangeably with articles classified as such by
the Bureau of Customs, he could control the article under part B of
title III. Prior to making this determination, the Secretary must
receive the advice of the Secretary of the Treasury with regard to
such classification.

Any article included in the definition, "textile article" which is
admitted under item 807.00 of the Tariff Schedules or under the
appendix to the Tariff Schedules is also included. Thus, an article
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which, if wholly manufactured in a foreign country of foreign materials
would be under quota, but which has been manufactured or assembled
in part of American fabricated components and which is admitted
under item 807.00 is covered by part B of title III. The committee
understands that cotton textile articles entered under item 807.00 are
currently subject to the LTA and to U.S. bilateral agreements
thereunder.

The term category is defined as a group of textile articles or of
footwear articles as defined by the Secretary of Commerce using the
applicable 5- and 7-digit item numbers of the Tariff Schedules of the
United States, Annotated. The committee understands that with
respect to textile articles, a category system is in use at the present
time as the basis for the compilation of textile trade statistics by the
Department of Commerce. The committee understands that this sys-
tem will be proposed for public comment and that various changes in
it may be developed as a result thereof. It is recognized that the
development of such a category system can affect trade levels provided
for in this title and it is intended by the committee that any changes
in such a system will be carefully considered and that the public will
have an opportunity to comment on them prior to their adoption.
Under this definition, the Secretary of Commerce may revise the
category system adopted initially for purposes of part B of title III.
The committee intends, however, that such revisions should be made
as infrequently as practicable in light of trade conditions, recognizing
the value of a continuing and consistent system. The committee notes
that the category system used by the United States in its implementa-
tion of the Long Term Cotton Textile Arrangement has been revised
only once since its original promulgation in 1961.

The term "produced" is defined to mean produced or manufac-
tured, and as such incorporates the standard used in determining the
country of origin of an imported article for U.S. customs purposes.
Thus, in setting base levels, exemptions, or other controls "by coun-
try," part B of title III relies on the existing U.S. customs determina-
tions of country of origin of the articles in question.

TERMINATION

(Sec. 331 of the bill)

Subpart 2 of part B provides that the title will expire at the close
of July 1, 1976, unless the President extends it in whole or in part
prior to such time.

The President is authorized to make such an extension for additional
periods not to exceed more than 5 years at any one time if he deter-
mines that such extension is in the national interest. In making such
determination, the President shall seek the advice of the Tariff Com-
mission and of the Secretary of Commerce and the Secretary of Labor
in addition to such other advice as he may wish to seek. The President
is required to report to the Congress with respect to any action taken
by him under this provision. Section 331(d) provides that arrange-
ments of agreements included prior to the termination of part B of
title III shall remain in effect beyond such termination date if their
terms so provide, and that any regulations issued under section 322 in
connection with such agreements would similarly remain in effect.
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D. ANT1DUMPING AND COUNTERVAILING DUTY PROVISIONS

(Subpart 1 of Part C of Title III)
ANTIDUMPING PROCIDURES

(Sec. 341 of the bill)
Section 341 of the bill would amend procedures under the Anti-

dumping Act to require the Secretary of the Treasury to decide,
within four months after a question of dumping is properly raised by
or presented to him, whether withholding of appraisement of affected
merchandise should be ordered. In exceptional circumstances the
Secretary may have an additional period of 90 days if he publishes
the reasons for this extra time within 60 days after receiving a com-
plaint. his intended that this "extra" time would be used by the
Secretary only in extraordinary circumstances in which the case is so
complex that it would be impossible to make a reasonable determina-
tion within only 4 months. The significance of withholding of ap-
praisement is that, if there is later a finding of dumping, the assessment
of dumping duties is effective as of the date of withholding. lithe
Secretary's decision is affirmative, it will be published in the Federal
Register and the withholding of appraisement made effective to
affected merchandise entered, or withdrawn from warehouse, for
consumption on or after the date of publication of that notice in the
Federal Register.

If the Secretary's decision is negative, it too will be published in
the Federal Register. A negative decision in this respect will be
accomplished by a tentative determination that the merchandise
is not being or likely to be sold below its fair value. The bill provides
that, within a period of up to three months after the tentative negative
determination is published, the Treasury Department may order the
withholding of appraisement if it has reason to believe or suspect that
sales below fair value are taking place. Alternatively, the Treasury
Department will publish a final negative determination of sales at less
than fair value. Under the Treasury's present practice and that con-
templated in the future, interested persons are given an opportunity
to request an informal hearing on the merits of a withholding of
apjraisement or a tentative negative determination.

The committee is. informed that the Treasury regulations will be
amended to provide that the Commissioner of Customs will decide,
within 30 days after the information is first received, whether or not
a formal investigation regarding alleged dumping should be opened.
If he decides that a formal investigation should be opened, he will
publish a notice to that effect in the Federal Register. The date of
publicatioil will constitute the date on which the question of dumping
is raised or presented . and trigger the commencement of the four-
month period within which the Secretary must decide in the first
instance whether or not to order the withholding of appraisement.

The foregoing changes will impose specific time limitations on the
Treasury Department within which it must make a decision regarding
sales belOw fair value. This is in sharp contrast with present procedures
where such decisions sometimes take two years or even longer.

The conmittee recognizes that substantial Customs manpower
will be needed to carry out the provisions of the committee's amend-
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ments. Present preliminary estimates by Treasury call for about 40
more expert technicians, plus additional supporting personnel and
the funding required for necessary office space, equipment, allowances
for foreign and domestic travel and similar incidental administrative
expenses. Moreover, extensive planning will be necessary to permit an
orderly implementation of these amendments. For these reasons, your
committee has determined that the amendments made by section
341(a) should not be effective until 180 days after the date of enact-
ment of the bill.

The committee feels that these new abbreviated procedures are
essential to effectively protect American industry from dumping.
Under the current Treasury procedures which make possible long,
drawn-out dumping investigations, the affected U.S. industry may
be irreparably damaged before the dumping is halted. The committee,
therefore, considers it imperative that the time taken by the Treasury
in connection with its antidumping investigations be reduced.

At the same time the committee considers it important that pro-
cedures not be abbreviated to such a degree that would prevent the
Treasury Department from reaching a sound and well-based decision.
Deadlines for furnishing information, and rebutting information
furnished, whether by American producers, foreign manufacturers
o American importers will in many instances create hardships, but
nevertheless will have to be adhered to strictly. If the Treasury fails
to receive requested information within the prescribed time limits,
it will be compelled to act on the basis of the best information avail-
able to it. The committee recognizes this as a price that will have to
be paid for the changes in antidumping investigation procedures
called for in the present bill. It is the opinion of the committee that
the abbreviated procedures provided for in the bill represent a
reasonable compromise of the interests involved.

Section 341(b) would adopt in the law the substance of the
existing Treasury Department practice, as reflected in section 153.3(b)
of •the Treasury regulations (19 OFR 153.5(b)), under which de-
cisions regarding dumping are made with respect to merchandise
from State-controlled economy countries. From time to time, a case
arises in which the information indicates that the economy of the
country, from which the merchandise is exported, is controlled to an
extent that determinations cannot be made in accordance with the
usual technical rules. The amendment would confirm the Treasury
practice under which the Secretary makes the necessary dumping
determinations with respect to State-controlled economy countries
based on prices at which such or similar merchandise of a non-State-
controlled economy country is sold either for consumption in its home
market or to other countries, or based on the constructed value of such
or similar merchandise in a non-State-controlled economy country.

The committee aiso amended section 210 of the Antidumping Act
to provide domestic producers with the same rights to judicial review
in the Customs Courts that are afforded to importers under existmg
law.

Importers involved in antidumpin proceedings have the right
under section 210 to judicial review, in the Customs Court and the
Court of Customs and Patent Appeals, of both dumping determina-
tions by the Treasury Department and injury determinations by the
Tariff Commission. This right of review has been frequently used by
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importers. and in fact the Customs Courts have accepted jurisdiction
in a number of cases for review of Treasury Department and Tariff
Commission antidump.ing determinations.

On the other hand, the domestic industries involved in antidumping
cases do not have such a clear right to judicial review in the Customs
Courts. The lw appears to limit such review to importers. Further,
the Federal Courts have concluded that they lack jurisdiction to review
an antidumping determination by the Secretary of Treasury. North
American. Cement Corp. v. Anderson., 284 F.2d 591 (D.C. Cir. 1960).

In hearings on the International Antidumping Code before the Sen-
ate Finance Committee in June 1968, the General Counsel of the
Treasury Department and the General Counsel of the Office of the
Special Trade Representative suggested that judicial review might be
available to domestic industries under the existing ]aw, although this
was not clear. In a memorandum submitted by the Executive Branch
in connection with the hearings, it was stated that:

It cannot be stated categorically that the Customs Courts
would or would not have jurisdiction over actions brought by
domestic producers to challenge the consistency of the Code
with the Act. As far as we are able to determine, no domestic
producer has ever attempted to invoke the jurisdiction of the
Customs Court under 19 U.S.C. 1516 in a dumping proceed-
ing. The court, therefore, has never had occasion to pass on
the question of jurisdiction.

Absent a decision by the Customs Courts on the issue,
however, there is no apparent reason to doubt that the court
does have such jurisdiction, bearing in mind the issue of
consistency of the Code with the statute would raise questions
relating to whether the administrative action was taken with-
in the framework of the statute. Section 210 of the Anti-
dumping Act, 1921, itself appears to provide that the
Customs Courts shall have the same jurisdiction, I)OwerS, and
duties in connection with appeals and protests relating to
dumping duties as those courts have in the case of appeals
protests relating to customs duties under existing law. And
section 516 of the Tariff Act of 1930 (19 U.S.C. 1516') gives
domestic producers the right to contest in the Customs Courts
administrative decisions relating to appraised value and clas-
sification of imported merchandise. (Hearings page 191.)

In an'v event, it is considered desirable by the committee to clarify
that judicial review is available to a domestic industry in an anti-
dumping proceeding. Judicial review is provided to both parties in
practically every other statute involving an administrat.jve deter-
mination and administrative relief.

COUNTERVAILING DUTY PROCEDURES

(Sec. 342 of the bill)
Section 342 of the bill would amend section 303 of the Tariff Act of

1930 in a number of important respects. Section 303 is the statute
under which the Secretary of the Treasury determines whether im-
ported foreign articles receive a "bounty or grant." The Secretary is
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required to ascertain and determine, or estimate the net amount of
any bounty or grant, and is required to declare the net amounts so
determined and order the imposition of countervailing duties.

Although the present statute is mandatory in terms, it does not
compel the Secretary to act within any specified period of time. Th6
committee's amendment to the existing law would impose on the
Secretary of the Treasury the responsibility to make his determina-
tions as to whether a bounty or grant exists within twelve months
after the question is presented to him.

Existing Treasury regulations call for certain types of information
to be presented by a person who alleges that an imported article is
receiving a bounty or grant. The regulations provide that such com-
munications should include a full statement of the reasons for the
belief that a bounty or grant is being paid or bestowed, a detailed
description or sample of the merchandise and all pertinent facts ob-
tainable as to any bounty or grant alleged to be paid or bestowed with
respect to the merchandise. The regulations go on to provide, among
other things, that the Commissioner of Customs will review the
information submitted, and if he determines that it is patently in
error, he will so advise the person who submitted it and close the case:
otherwise he will proceed with an investigation.

The committee is advised by the Treasury Department that its
regulations will be amended to require the Commissioner of Customs
to determine, within 30 days after the informatiOn is first received,
whether the information submitted is adequate under the regulations
to enable Customs to proceed with the matter. The new regulations
will also provide that the person submitting the information will be
advised in writing within the 30 days whether or not Customs will
proceed with the inquiry. If the information submitted is inadequate,
Customs' advice to the person furnishing it will include a statement of
the reasons why. The date of affirmative advice would be "the date
on which the question is presented" for purposes of triggering the com-
mencement of the 12-month period within which the amendment
would require the Secretary to act.

The 12-month limitation would be applicable only with respect to
questions presented on and after the date of enactment of the bill.
Any inquiries relating to the application of countervailing duties which
are already pending in the Treasury Department on the date of the
enactment of the bill will nt be affected by the 12-month limitation
for action. However, the Treasury Department has agreed to make
all reasonable efforts to proceed with such inquiries as promptly as
possible.

The present statute is mandatory, in that the Secretary is required
to apply countervailing duties to dutiable merchandise which benefits
from a bounty or grant. Section 302(a) would extend the provisions
of the statute to nondutiable items. However, in the case of non-
dutiable items, there will be an additional requirement of a determina-
tion by the Tariff Commission that an industry in the United States is
being, or is likely to be, injured, or is prevented from being established,
as a result of the importations benefiting from the bounty or grant.
The Tariff Commission is required under the bill to make an injury
determination with respect to nondutiable imports within three
months after the initial determination by the Secretary of the Treasury
that a bounty or grant is bejn naki or bestowed. This language con-
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ferring jurisdiction on the Tariff Commission was derived verbatim
from the Antidumping Act, 1921, and is intended to have the same
meaning.

There is no requirement in the existing statute that a U.S. industry
be injured as a result of imported foreign merchandise benefiting
from a bounty or grant before countervailing duties are to be imposed.
The committee determined that there should continue to be no such
req_uirement at this time with respect to dutiable imports.

I he bill also provides for suspension of liquidation in the event the
Secretary of the Treasury determines a bounty or grant exists with
respect to nondutiable imports. The suspension would take effect
with respect to merchandise entered, or withdrawn from warehouse
for consumption, on or after the 30th day after publication in the
Federal Register of the Secretary's determination of the existence of a
bounty or grant. The significance of this suspension is that if there
is later a determination of injury by the Tariff Commission, the sub-
sequent countervailing duty order, requiring the assessment of duties
equivalent to the amount of the bounty or grant, issued by the
Secretary of the Treasury following the Tariff Commission's deter-
mination of injury, would be effective as of the date of suspension
of liquidation.

Section 342 of the bill also provides that all determinations by the
Secretary with respect to the existence of a bounty or grant and all
determinations by the Tariff Commission with respect to injury will
be published in the Federal Register. Under the current Treasury
practice, countervailing duty orders become effective 30 days after
publication in the Customs Bulletin. Accordingly, this new provision
will advance by two or three weeks the date orders become effective by
avoiding present printing lead time lags in publication of the Customs
Bulletin.

As under existing practice countervailing duty orders issued by the
Secretary of the Treasury with respect to dutiable items will apply to
items entered or withdrawn on or after the 30th day after publication
of the Secretary's affirmative determination of the existence of a
bounty or grant. Such orders will so apply in the case of nondutiable
items if an affirmative determination is made with respect to such
items by the Tariff Commission under new section 303(b).

The committee amendment to the existing law would also add a new
subsection (d) to section 303 of the Tariff Act having the effect of
giving the Secretary of the Treasury some discretion in applying the
countervailing duty law to an article which is subject to quota restnc-
tions or to an article whose exportation to the United States is limited
by an arrangement or agreement entered by the Government of the
United States. The bill provides that no countervailing duty shall be
imposed on such an article unless the Secretary determines, after
seeking information and advice from such agencies as he may deem
appropriate, that such quantitative limitation is not an adequate
substitute for the imposition of the countervailing duty.

For purposes of the discretionary authority under the new sub-
section (d), the Secretary of the Treasury will make his determina-
tions on an article-by-article basis, and not on the basis of overall
class. For example, if dairy products as a class are subsidized by a
particular country but all products in such class are not subject to
U.S. quota restrictions, the discretionary authority under subsection
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(d) would be applicable only with respect to the dairy products
described in the U.S. quota provisions of part 3 of the appendix to
the TSUS. Thus, in the case of a quantitative limitation on a subsi-
dized article which applies only if the 'price of the article does not
exceed a stipulated value, the discretionary authority of the Secretary
would not be applicable to imports of such article in cases where the
price exceeds the stipulated value.

The committee recognizes that applicability of the countervailing
duty law on a mandatory basis to foreign articles benefiting from the
payment or bestowal of a bounty or grant by developing countries
may present a special problem requiring further consideration. It
plans to examine this question at a later date in connection with a
general review of problems affecting the developing countries.

The committee is also aware of the Supreme Court cases, and a
recent Customs Court case which has interpreted the words "bounty"
or "grant" to apply to virtually all subsidies, including the rebate of
indirect taxes. The committee has requested in section 361 of t.iis
title, a thorough study of the border tax—export rebate system of the
European Economic Community with particular refer€nce to U..
countervailing duty laws.

The committee's amendments preserve the authority of- t}re
Secretary to meet situations where the net amount of a bounty or
grant changes from time to time. As under present law the Secretary,
having once determined that a bounty or grant exists and having
declared the net amount of the bounty or grant, will continue to be
authorized to order appropriate changes in the net amount, making
the changes effective as the facts of the particular case dictate. For
example, under present law there is no requirement that changed
amounts of bounties or grants be made effective only after a 30-day
delay. To the contrary, the changed net amount, whether an increase
or decrease, would become effective as of the time the change occurred.

Similarly, in a situation where the Secretary has determined that
nondutiable merchandise benefits from a bounty or grant and the
Tariff Commission has made an affirmative determination of injury in
the case, and countervailing duties are being assessed, if subsequently
the amount of the bounty, and therefore the amount of the counter-
vailing duty changes, the Secretary is not required to refer the matter
again to the Tariff Commission for a further injury determination.
Instead, the countervailing duties may be assessed and collected at the
new rate.

The committee has determined that the effective date of the
provisions of the bill amending the countervailing duty procedures
should be the date of enactmnt of the bill.

E. TARIFF COMMISSION

(Sec. 351 of the bill)
The Tariff Commission, which was established in 1916, is a perma-

nent independent nonpartisan body whose principal function is to
provide technical and fact-finding assistance to the Congress and the
President upon the basis of which trade policies may be determined.
The committee strongly believes in the need to prevent the Com-
mission from being transformed into a partisan body. For this reason
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the committee preserved the present membership of the Commission
at six, no more than three of whom can be of any one political party.
The committee emphasizes that the Commission and its staff must be
selected on the basis of merit. In this connection, the committee calls
attention to the provision in section 330(a) that—

No person shall be eligible for appointment as a commis-
sioner unless he is a citizen of the United States and, in the
judgment of the President, is possessed of qualifications
requisite for developing expert knowledge of tariff problems
and efficiency in administering the provisions of Part II of
this title.

In addition, the committee finds that it is imperative that measures
be taken at once to strengthen the Commission not only in the interest
of assuring adequate-staff and facilities to handle its current work
load which is increasing considerably, but also to prevent its inevitably
being overwhelmed by the additional responsibilities imposed upon it
by this bill. From testimony received in the public hearings, from
discussions in executiive session, as well as from other evidence, it is
manifestly clear to the committee that, in making policy determma-
tions respecting trade, the Congress and the Executive are far too
often severely handicapped by the lack of the requisite relevant
background information.

As indicated,, the Tariff Commission was created by the Congress,
for the very purpose of assisting the Congress and the Executive in
their determinations with respect to foreign trade policy. The broad
jurisdiction of the Commission in regard to the international trade of
the United States is shown by section 332(b), Tariff Act of 1930,
which provides—

The Commission shall have power to investigate the
tariff relations between the United States and foreign
countries, commecia1 treaties, preferential provisions, eco-
nomic alliances, the effect of export bounties and preferen-
tial transportation rates, the volume of importations com-
pared with domestic production and consumption, and
conditions, causes, and effects relating to competition of
foreign industries with those of the United States, including
dumping and cost of production.

Due to budgetary restrictions over a period of years, the Commis-
sion is not adequately staffed or equipped to exercise even in a modest
way its statutory investigative powers. The committee notes with
concern, for example, that, notwithstanding the fact that trade and
trade problems are at a historic high point with resulting, increased
demands upon the Commission, its staff has been undergoing a sys-
tematic attrition by 28 percent since 1966 (from 278 to 200). This
staffing contrasts with an average of 315 in the five-year period 1931—35
when imports under the Tariff Act of 1930 were at their lowest point.
The consequences of this strict budgetary policy has been low staff
morale, loss of staff by resignations and transfers, and extreme
difficulties in recruiting. Consequently, the committee amendment
identifies the Tariff Commission more closely as a Federal agency
independent from the executive departments thus placing its budget
authority directly under control of Congress, and removing the possi-
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bility of its being reorganized by Executive action. Under the com-
mittee amendment there would be no change in the President's
authority to appoint Commissioners, by and with the advice and
consent of the Senate, in the duties or functions of the Tariff Com-
mission, or in the right of the executive branch or the Congress to
call upon the Commission for special studies or investigations. Nor
would there be any change in the application of other existing pro-
visions of law, including section 331(b) of the Tariff Act of 1930,
which relates to the status of Commission employees under the civil
service law.

The committee strongly believes that the only way to preserve the
strict "independence" of the Commission from unwarranted inter-
ference or influence by the executive branch is to place its budget
directly under the control of the Congress. In this regard, the com-
mittee had asked the General Accounting Office to study the Tariff
Commission. The GAO report indicated that at the very time when
its workload was increasing sharply, the Bureau of the Budget was
severely cutting back on the Commission's requests to Congress. At
the same time, the executive was adding tremendously to the work-
load of the Commission by requesting long and complex studies. It
would appear that the executive branch has placed a low premium
on the value of the Tariff Commission in its budget request, but a high
premium on the Commission's ability to make the thorough studies
and investigations in the face of a cutback in personnel. This appears
contradictory.

In the interests of establishing a career-type service for professional
employees of the Commission and to enable the Commission to be
competitive with other agencies in hiring its staff, the committee is
of the view that the Commission should be allocated a reasonable
number of super grade positions and should be provided with sufficient
funds to the end that the Commission will have adequate staff, grade,
structure, and facilities to carry out its assigned duties.

The enactment of the Trade Act of 1970 would add considerably
to the Commission's workload. The relaxation of the criteria for
tariff adjustment and for adjustment assistance for firms and workers
will undoubtedly lead to numerous petitions being filed for investi-
gations by the Tariff Commission. This legislation is expected to
greatly increase the Commission's investigative workload and many
of its investigations must be performed within strict time deadlines.

The intelligent formulation of trade policy by the executive and the
legislative branches is impossible without the development of the
factual data on which these policies are based. The Tariff Commission
is the agency primarily charged with this responsibility, and with
staff expertise and continuity of personnel is ideally suited to do so.
Additionally, the Tariff Commission, through its hearing procedures,
adjudicates cases of utmost importance to the parties concerned as
well as the Nation. Performance of these responsibilities in accordance
with the highest professional standards is absolutely essential. The
committee therefore strongly emphasizes the need to provide the
Tanif Commission with the adequate staff and facilities to meet this
high standard.

In connection with its oversight review of U.S. foreign trade policies,
the committee's bill directs the Tariff Commission to undertake studies
on certain important issues relating to U.S. trade policy. (See Section
362.)



F. STUDIES OF UNITED STATES TRADE POLICIES

COMPREHENSIVE STUDY BY THE PRESIDENT

(Section 361)

There is no statutory recognition of GATT. The Executive never
submitted the GATT to the Congress either for its advice and consent
or for implementing legislation. United States participation is through
the signing in 1947 of the "Protocol of Provisional Application." In
trade agreement authorizations the Congress has often put a disclaimer
regarding GATT; e.g., "The enactment of this Act shall not be con-
strued to determine or indicate the approval or disapproval by the
Congress of Executive Agreement known as the General Agreement on
Tariffs and Trade". The United States share of GATT expenses cur-
rently comes through the contingency fund of the Department of
State.

The committee strongly believes that a direct appropriation for the
United States share of GATT expenses sought by the Executive would
be a direct recognition of the GATT agreement, including the possible
interpretation that in such a recognition, Congress is expressing its
approval of GATT provisions and interpretations. Consequently, the
Committee deleted a provision from the House version of the Trade
Act of 1970 which would have authorized the United States share of
GATT expenses.

There are a number of outstanding problems in the field of inter-
national trade which require intensive study.

The presently constituted GATT Agreement contains certain
provisions that were written in 1947 when the United States had an
overwhelmingly dominant position in world trade. Some of these pro-
visions were designed to put dollars into the hands of the then war-
torn European countries. In 1947 we had a $10 billion trade sul plus,
and $25 billion in gold with only $7.6 billion in liquid foreign claims
against that gold; in 1970 our trade surplus has virt.ually disappeared,
our gold stock has been reduced to about $11 billion, and foreigners
have $42 bil]ion in liquid claims against our remaining gold stock.
In the light of the changed international economic conditions since
1947 the committee questions, whether these provisions offer the
United States full reciprocity in international trade. For example,
the GATT permission to rebate "indirect" taxes on exports and to
apply border taxes on imports in the case of "indirect" taxes, but to
deny comparable treatment for "direct" taxes (such as the U.S. in-
come tax) is an example of lack of balance and reciprocity in the
agreement.

In addition, the GATT appears to allow European countries to
enter into special commercial arrangements with other countries in
violation of the most-favored-nation prinéiple. The GATT fails to
adequately deal with the question of agricultural trade.

Stud'te8 on GA TT.—Therefore, the committee requests the Executiye
to do a thorough study of all GATT provisions by December 31, 1971.
Such a study would include, but not be limited to—

(1) The most-favored-nation (MFN) principle and the exptions
thereto; their effect of MFN exceptions on intra-regional and extra-
regional trade where common markets and free trade areas are
concerned;
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(2) The GATT provisions and interpretations on export èubsidies
and border 'taxes, the rationale underlying the differing treatment of
"direct" and "indirect" taxes insofar as border tax adjustments are
concerned, and the U.S. negotiating position on border tax
adjustments;

(3) The adequacy of GATT provisions dealing with agriculture;
(4) The adequacy of the balance of payments exceptions in Article

XII of GATT;
(5) The GATT provisions on unfair trade practices, fair inter-

national labor standards, and relief from injurious imports;
(6) The GATT provisions on "compensation" and "retaliation".
Other Important Trade Issues.—In addition to the above study of

GATT provisions the Committee requests a detailed study by the
Executive by December 31, 1971, of its plans for negotiating the elimi-
nation (or reduction) of foreign nontariff barriers including:

(IL) The quantitive restrictions that remain in effect in many
countries such as Japan;

(2) The common agricultural policy of the EEC;
(3) The border tax-export rebate system of the EEC, and the

reasons why indirect tax rebates on exports are not considered
"bounties or grants" within the meaning of the countervailing
duty statute as interpreted by Supreme Court cases.2

(4) Discriminatory government procurement policies;
(5) The probable effects of British entry into the Common

Market on U.S. trade and balance of payments;
(6) The effect of foreign exchange-rate changes on United

States trade and tariff concessions; and

'The case of Nicholas and Co., v. U.S. (0. 5. Nichols & Co. V. United States 249 U.S. 34 (1919) represent
a landmark decision in the area of countervailing duties. The question in the Nicholas case was whether a
certain sum of money paid by the British government to its exporters on the exportation of certain British
alcoholic spirits amounted to a direct or indirect bounty or grant under the terms of paragraph E of § 4, TarIff
Act of 1913.

"The statute was addressed to a condition, and Its words must be considered as intending to define it, and
all of them—'grant' as well as 'bounty'—must be given effect. If the word bounty' has a limited sense, the
word 'grant' has not. A word of broader significance than 'grant' could not have been used. Like its syno-
nyms 'give' and 'bestow,' it expresses a concession—the conferring of something by one person upon another.
And, if the 'something' be conferred by a country 'upon the exportation of any article or merchandise,"
a countervailing duty is required by paragraph E of Section IV of the Tariff Act of 1913]."

"We have the fact of spirits able to be sold cheaper in the United States than In the place of their produc-
tion, and this the result of an act of government because of the destination of the sporits being a foreign mar-
ket. For that situation Paragraph E was intended to provide." (At pages 39-40.)

In the decision of the Court of Customs Appeals in the same case (Nicholas & Ce., v. United States, 7 Ct.
Cust. Appls. 97), that court, after commenting upon the clarity of the language and purpose of the statute
said:

"There Is nothing obscure, abstruse, mystic, or even ambiguous about this language, which has been as
to the particular words, a part of all our tariff acts from 1897 to and Including the present act. Section 5,
tariff of 1897 (30 Stat. L., 151) section 6, tariff act of 1909 (36 Stat. L., ii), paragraph E of section 4, tariff
act of 1913 (38 Stat. L., 114). Its plain, explicit, and unequivocal purpose ls:Whenever a foreign power or
dependency or any political subdivision of a government shall give any aid or advant age to exporters of goods
imported into this country therefrom whereby they may be sold for less in competition with our domestic goods,
to that extent by this paragraph the duties fixed in the schedule of the act are increased. It was a result Con -
gress was seeking to equalize regardless of whatever name or in whatever manner or form or for whatever
purpose it was done. The statute interprets itself as a member of an act calculated to maintain an aCCorded
protection, incidental or otherwise, as against payments or grants of any kind by foreign powers, resulting
In an equalization thereof to any extent directly or indirectly.Wherefore, in obedience to that obvious pur-
pose, the court does not feel at liberty to adopt any constrained or technical definitions of the words 'bounty'
or 'grant' suggested, but to vouchsafe the paragraph a meaning well within its lanaguage, that will best
effectuate the unquestioned congressional purpose." (at page l06.

Other Supreme Court decisions have spoken with equal clearness on the subject. The Downs case involved
a bounty paid upon the exportation of sugar by the Russian government. The court cited examples of what
may constitute a bounty within the meaning of the countervailing duty statute:

"A bounty may be direct, as where a certain amount is paid upon the production or exportation of particu -
lar articles, of which the Act of Congress of 1980, allowing a bounty upon the production of sugar, and Rev.
Stat. sections 3014—3027, allowing a draw-back upon certain articles exported, are examples; or indirect, by the
remission of taxes upon the exportation of articles which are subjected to a tax when sold or consumed In the country
of their production, of which our laws, permitting distiller8 of spirits to export the same without payment of an
interact revenue tax or other burden, is an example."

Further:
"When a tax Is imposed on all sugar produced, but is remitted upon all sugar exported, then, by whatever

procem, or in whatever manner, or under whatever name-It is disguised, It is a bounty upon exportation."

52—140 O—7O---——19
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(7) An analysis of whether or not greater flexibility in foreign
exchange rates would serve in the interests of United States and
world trade;

(8) The nature and extent to which other countries subsidize
their exports, directly o indirectly;

(9) A comparative analysis of various proposals to extend tariff
preferences to the products of less developed countries with
particular emphasis on the effects on U.S. trade and investment
patterns and on U.S. labor.

(10) The various agency responsibilities within the executive
branch for handling all U.S. foreign trade matters, and the means
by which policy coordination is achieved.

TARIFF CoMMIssIoN STUDIES

(Sec. 362 of the bill)
Section 362 of part C of title III requests certain studies by the

Tariff Commission by December 31, 1971. These include:
(1) The tariff and nontariff barriers among principal trading nations

in the industrialized countries, including an analysis of the disparities
in tariff treatment of similar articles of commerce by different countries
and the reasons for the disparities;

(2) The nature and extent of the tariff concessions granted in trade
agreements and other international agreements to which the United
States is a party by the principal trading nations in the indus-
trialized countries;

(3) The customs valuation procedures of foreign countries and those
of the United States with a view to developing and suggesting uniform
standards of custom valuation which would operate fairly among all
classes of shippers in international trade, and the economic effects
which would foflow if the United States were to adopt such standards
of valuation, based on rates of duty which will become effective on
January 1, 1972; and

(4) The implications of multinational firms on the patterns of world
trade and investment and on United States trade and labor.

G. MISCELLANEOUS AMENDMENTS

(Subpart 4 of Part C of Title TIP

AMENDMENTS TO THE AUTOMOTIVE PRODUCTS TRADE ACT OF 1965

(Section 371)

The committee has also amended the special adjustment assistance
provisions of section 302 of the Automotive Products Trade Act of
1965. The time for filing petitions under these provisions expired
at the close of June 30, 1968. The amendment, in effect, restores,
without a specific termination date, the authority for ffling petitions
by firms and groups of workers for a determination of eligibility to
apply for adjustment assistance. These determinations are related
to dislocations resulting from the operation of the U.S.-Canadian
Automotive Products Agreement.
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Special assistance provisions were established in the Automotive
Products Trade Act because of the unique characteristics of the U.S.-
Canadian Agreement. The agreement required immediate elimina-
tion of duties on new vehicles and original equipment parts imported
into the United States. It was recognized that dislocations would
result not only from increased imports but also from decreased
exports, and from shifts in production and supply sources both
within each country and between the two countries.

Since the act was passed, trade in automotive equipment has
increased markedly and steadily indicating that the process of
rationalization of the North American industry was of major magni-
tude. Adverse employment effects in the United States which may
have been attributable to development under the agreement in the
first years were largely masked by the general increase in employment
in the U.S. automotive products industry, although there were a
number of cases where assistance was provided to groups of workers
under the transitional adjustment assistance. The authority to petition
for such assistance under the act terminated on July 1, 1968. Problems
of worker dislocation may continue to arise. On the strength of more
than four years of experience during the existence of the U.S.-Canadian
Agreement the committee believes that it would be prudent to provide
the means of responding to such dislocation.

The committee has also changed the existing standard of "the
primary factor" as the required causal link between dislocation and the
operation of the agreement to conform to the more ]iberal standard
contained in the Trade Expansion Act as amended by H.R. 18970.
The committee has substituted "a substantial factor" in place of "the
primary factor" in sections 302 (c), (d), and (g) of the Automotive
Products Trade Act of 1965. This new standard will apply to all peti-
tions filed after the date of enactment of this Act including petitions
with respect to dislocations which began after June 30, 1968. The
committee, however, included a requirement that petitions with
respect to dislocations which began after June 30, 1968, and before
July 1, 1970, must be filed on or before the 90th day after the date of
enactment of this act.

U.S.-Canidian automotive agreement. The committee expects that
urgent attention will be given by our Government to the attainment
of the agreement's objectives. While our automotive exports to Canada
have multiplied, imports have grown even more rapidly, and our bi-
lateral surplus in this sector has disappeared.

The committee has noted that no steps have been taken which will
assure attainment of the objective of the agreement of allowing
market forces to determine the most economic pattern of investment,
production, and trade. For example, although the retail price differen-
tial between automobiles in the United States and Canada has been
reduced, prices remain higher in Canada. The failure to eliminate the
price differential is a consequence of the fact that under terms of the
agreement market forces have not yet bean allowed to operate freely.
In this regard, the committee notes with concern that nearly six years
after the agreement was signed the Canadian duty remains virtually
unchanged and Canadian citizens still cannot import automobiles
duty-free from the United States, although there is no such restriction
on imports from Canada. This Canadian restriction and other condi-
tions frustrate the achievement of the free-trade objectives of the
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agreement. They artificially permit the continuation of a price dif-
ferential and interfere with commercial decisions in an industry in
which it has been agreed that market forces would be allowed to
operate fre1y.

The Copimittee noted that in the latest annual report of the Presi-
dent on the operation of the Automotive Products Trade Act of 1965,
the President stated:

"Complete realization of the objectives of the Agreement has been
impeded by the continued existence of the restrictions to the free flow
of trade set forth in Annex A. (This Annex specifies the Canadian
duties and other restrictions.) As stated in the Third Annual Report,
developments in the trade in automotive products between the two
countries indicate these restrictions have served their purpose. Ac-
cordingly in 1969 the United States initiated discussions with Canada
for the purpose of eliminating the restrictive measures. . . . To date
the two governments have been unable to agree on the specific con-
ditions under which the transitional restrictions in Annex A would be
eliminated."

The Committee also noted that the U.S. trade balance in auto-
mobiles and parts with Canada has deteriorated from a surplus po-
sition of $658 million in 1965 to a deficit of $686 million in 1969, a
deterioration of over $1 billion since the Agreement was signed
nearly six years ago.

Consequently, the committee has added an amendment to the
Automotive Products Trade Act of 1965 which provides that the
President shall endeavor to secure elimination by the Government of
of Canada of its duties and other import restrictions on automobiles
produced in the United States. if the elimination of such duties and
import restrictions has not been secured before January 1, 1973, the
President shall consider the failure to secure such elimination grounds
(1) for terminating U.S. participation in the agreement and (2)
for exercising the authority conferred on him by section 204 of the
Automotive Products Trade Act of 1965 to terminate proclamations
issued under such act.

RATES OF DUTY ON MINK FURSKINS; REPEAL OF EMBARGO ON
CERTAIN FURS

(Sec. 372 of the bill)
Section 372 of the bill establishes separate provisions under which

a tariff-rate quota system is imposed on furskms of mink whether or
not dressed.

The mink growers have been adversely affected by imports of mink
furskins principally from Scandinavia and Canada. At the present
time, the demand for mink has declined and domestic production and
imports are declining. The number of domestic ranchers is also
declining. One of the largest auction houses, that provided substantial
assistance to mink ranchers, has recently gone out of business. The
serious decline in the domestic industry is a cause for real concern.

Under the Senate amendment the aggregated annual quota quantity
is established at 3.6 million skins. This quota quantity is, approxi-
mately equal to the volume of skins imported in 1969. The amend-
ment is designed to assist domestic producers in their efforts to
rebuild the market for mink.
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Imports of mink furskins within the tariff-rate quota quantity will
continue to be dutiable at existing rates of duty (a zero rate of duty
applies today to raw skins) except that such skins raw or undressed
the product of Communist countries will become dutiable at the rate
of 30% ad valorem under the Senate amendment. Under the provisions
of the House-passed bill, in determining the number of skins and pieces
of skins for quota purposes, each of the individual pieces assembled into
a plate, mat, lining, strip, cross, or similar form would be counted. The
committee found that this would be too restrictive with respect to
certain of these plates, etc., made wholly from trimming scrap pieces of
mink furskins, and therefore excluded from the tariff-rate quota pro-
visions, trimming scrap pieces of mink, and plates, mats, linings, strip,
cross, etc., made from such trimming scrap.

In each calendar quarter when the quota has been filled, mink
furskins would become dutiable for the rest of that calendar year at
the rate of 25 percent ad valorem if imported from non-Communist
countries and at the rate of 40 percent if imported from Communist
countries. The bill would make the current rates of duty on certain
wearing apparel of mink in schedule 7, part 13, subpart B, of the
TSUS permanent rates of duty. Thus, the rates of duty on dressed
mink furskins (dyed and not dyed) and on wearing apparel of mink,
scheduled to be further reduced during the next two years under the
Kennedy Round trade agreement, would be frozen at their present
levels.

In agreeing with the House-passed provision which would repeal
the existing embargo on certain furs from Russia and China (ermine,
fox, Kolinsky, marten, muskrat and weasel), the committee's bill
would apply a rate of 30 percent ad valorem to these six furs, when
raw and undressed, the product of designated Communist countries.
As previously indicated, mink fur skins from such countries would
also b dutiable at 30 percent ad valorem as well as being subject to
the tariff-rate quota provisions.

RATE OF DUTY ON GLYCINE AND CERTAIN RELATED PRODUCTS

(Sec. 373 of the bill)

Section 373 of the bill establishes separate provisions under which
a tariff-rate quota system would be imposed on aminoacetic acid
(glycine) and salts thereof and certain mixtures of such acid or its
salts.

This provision is designed to give special relief to an industry which
is adversely affected by persistent dumping practices engaged in by
foreign competitors. By reason of such practices, imports increased
their penetration of the U.S. market from 25 to 70 percent during
the period, 1964—67, inclusive. Two of the three domestic producers
have stopped production. The cessation of dumping by virtue of
action taken under the Antidumping Act, 1921, has provided no relief
for the damage already done to domestic producers.

Under the tariff-rate quota system, importers would still be allowed
to import at the existing level with no increase in the current rate of
duty. Imports in excess of this quantity, however, would be subject
to an additional duty of 25 cents per pound. It is expected that this
provision would allow domestic producers to recover from the damage
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caused by the dumped imports because of the advantage it would
give them in producing to meet the increasing demand in the United
States for this product.

The rates of duty on both the imports which are within the quota
and those which are over-quota would become permanent statutory
rates. Thus, they would not be subject to further reductions under
the Kennedy Round trade agreement.

PARTS OF SKI BINDINGS

(Sec. 374 of the bill)

Section 374 of the Committee's bill would reduce the statutory
duty on parts of ski bindings (TSUS item 734.97) from 11 percent
ad valorem to 3 percent ad valorem. This amendment is intended to
preserve the competitive position of domestic ski manufacturers who
import foreign made parts of ski bindings.

INVOICE INFORMATION

(Sec. 375 of the bill)

The committee is concerned that the official data collected and
published with respect to U.S. imports, production, and exports
are not adequate to meet the current and expanding needs of U.S.
foreign trade policy. Basic to the problem is the fact that the various
classification systems under which imports, production, and exports are
collected are not generally concordant. These trade data are collect-
ed and published by a number of Federal agencies such as the
Bureau of the Census, Business and Defense Services Administration,
Bureau of International Commerce, Department of Agriculture,
Bureau of Mines, Fish and Wildlife Service, Bureau of Customs, and
the Tariff Commission.

The committee believes that it is important that the aforemen-
tioned trade data be collected and published regularly on a current
basis and that they be accurate and in such detail as to be reasonably
compatible with their anticipated uses in trade analysis and polic
making. With a view to achieving this end, the committee urges eac
of the responsible government agencies to undertake promptly a
review of its statistical programs and to institute at the earliest
practicable time, under the coordination and guidance of the Office
of Management and Budget, methods specifically for the purpose
of establishing compatible classification systems for U.S. imports,
production, and exports. It is recognized that the Bureau of the
Census, which has primary responsibility for collection and publication
of these statistics has for some years been issuing a report on U.S.
exports and imports as related to output. This annual publication,
however, is far from complete because of lack of comparability of
import, production, and export data. Moreover, the publication is
not current because of the lag in the availability of production data.

It is understood that methods of improving trade statistics can be
developed and implemented without new legislation, except with
respect to import statistics which are collected by the Bureau of
Customs and reported to the Bureau of the Census for compilation
and publication in accordance with the 7-digit statistical import classi-
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fications of the Tariff Schedules of the United States Annotated
(TSUSA). These 7-digit classifications are established by the Depart-
ments of Commerce and Treasury and the Tarifi Commission under
authority of section 484(e) of the Tariff Act of 1930.

The customs entry form and its supporting invoice, which are filed
by the importer or his broker with customs officers at the port of
entry, are the basis for all import data collected at the time of entry.
Customs officers have traditionally regarded their primary responsi-
bility as being the enforcement of customs laws and the protection of
the customs revenue. With the increasing workload and limited staff,
the collection of trade data has become a secondary function. As a
result import statistics do not receive proper attention from customs
officers, foreign exporters, importers, and brokers.

The committee believes that the enforcement of the statistical
requirements for imports, as set forth in the statistical headnotes and
7-digit classifications of the TSUSA, is a primary responsibility of
customs officers and should be given attention by them accordingly.
Such enforcement would be facilitated by the enactment of section 345
of the bill which would amend section 481(a) of the Tariff Act of 1930
to require invoices to provide a product description which would
enable customs officers to classify imports for statistical as well as for
duty purposes.

The committee recognizes that the provisions of title III of H.R.
17550 will have a significant impact upon the Bureau of Customs,
and that substantial additional staffing in customs will be necessary
to assure the collection of accurate import trade data.

This new statistical requirement is in no way intended to be an
impediment to trade. Rather, it is intended to provide necessary in-
formation as to trade that is taking place, to the long run interest of
foreign exporting and domestic business, both importer and producer.

It is recognized that the information not previously required will
entail some burden on those in the trade, at least initially. In this
regard, the importer community can do much to mitigate the initial
burden by informing their suppliers abroad of the types of information
necessary for the purpose at hand, i.e., information sufficient to classi-
fy products according to the TSUSA.

FOREIGN TRADE STATISTICS

(Sec. 376 of the bill)

Current trade statistics tend to distort and mislead the general
public and foreign nations as to the true state of the U.S. international
economic competitive position. U.S. export data include nonremunera-
tive foreign aid and P.L. 480 sales, and to this extent they oveistate
our competitive position in world markets. Also, U.S. import data,
unlike those of over 100 other countries, are tabulated on the basis
of their value at the foreign port (free on board or f.o.b.)

The United Nations and the International Monetary Fund recom-
mend that import data for all countries be compiled to include the
cost of insurance and freight (cost, insurance and freight or c.i.f.
system).

The committee amendment requires the Secretary of Commerce to
publish all trade statistics to show with respect to imports: (1) The
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value of imported articles in terms of their dutiable value at the
foreign port (f.o.b.); and (2) the c.i.f. of such value of imports, includ-
ing the costs of insurance and freight and all other handling and other
costs involved in shipping and importing an article into the customs
territory of the United States.

With respect to expoits, the Secretary of Commeice shall state
separately from the total value of all exports: (1) The value of agri-
cultural commodities under the Agricultural Trade Development and
Assistance Act of 1954 as amended; (2) The total amount of all
export subsidies paid to exporters by the United States under such
Act for the exportation of such commodities; and (3) the value of
goods exported under the Foreign Assistance Act of 1961.

Under the Committee amendment, the Secretary of the Treasury
would be responsible for collecting all information concerning ship-
ping, insurance and other costs, and forwarding that information on a
monthly basis to the Secretary of Commerce, along with the regular
f.o.b. value information. The Secretaries of State and Agriculture will
also collect export information relating to A.I.D. and P.L. 480 trans-
actions, and will send those data on a monthly basis to the Secretary
of Commerce. The Secretary of Commerce will be responsible for the
tabulation and publication of those data which would show, with
respect to all import data, c.i.f. values along with f.o.b. values, and
with respect to export totals, all those exports not financed by A.I.D.
and P1. 480 funds and other Government grant programs.

These changes in the method of tabulating U.S. trade statistics
will make U.S. trade statistics more comparable with those of foreign
countries and will give a more accurate picture of the competitive
position of the United States in world trade.

The committee would expect the Secretary of Treasury to fully
cooperate with the Secietary of Commerce in gathering the necessary
data and making it available to the Department of Commerce.

MEAT IMPORT QUOTAS

(Sec. 377 of the bill)

Section 377 of title III of the bill amends the meat quota.provision
in Public Law 88—482 to: (1) provide for a quarterly allocation of
meat imports and (2) close a loophole in the present law relating to
certain "prepared" beef and veal of a fresh, chilled or frozen state.

Quarterly quotas will help avoid the sharp fluctuations in imported
meats which, in the past, have disrupted the United States market.
These sharp fluctuations have not only disrupted domestic market
conditions, but also have worked severe hardship on cattle producers
in the major exporting countries. In 1968, 1969, and 1970 heavy meat
imports into this country in the early part of the year caused cut-
backs in exports by those nations in the latter months of those years.
In 1970 the heavy imports of meat into the United States dunng the
early months of the year threatened to exhaust the quota early in the
year and served to "trigger" the more restrictive quotas under P:L.
88—482. The quotas were suspended by the President under authority
granted to him by P.L. 88—482, and a voluntary restraint system was
substituted. The Committee felt that quarterly quotas would have a
stabilizing influence on the domestic beef cattle industry as well as
on foreign cattle producers who will be able to plan their marketing
on an orderly basis.
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The committee also included item 107.6020 in the meat import
quota provisions. This involves certain "prepared" fresh, chilled or
frozen beef and veal, the .imports of which during the base period
(1959—1963) averaged 1.3 million pounds. It was brought to the
committee's attention that earlier in 1970 certain countries began to
"prepare" fresh, chilled or frozen beef, by cutting or slicing this meat
into pieces, in order to avoid counting these meats against their
quota allocations. This avoidance practice threatened to grow to the
point where by simple manipulation of meat, an exporting country
could have avoided the quotas altogether, unless the practice was
stopped.

TRADE WITH FOREIGN COUNTRIES PERMITTING UNCONTROLLED
PRODUCTION OF OR TRAFFICKING IN CERTAIN DRUGS

(Sec. 378 of the bill)

Under section 378 the President would be authorized to impose an
embargo or suspension of trade with a nation which permits uncon-
trolled or unregulated production or trafficking in opium, heroin, or
other poppy derivatives in a manner to permit these drug items to
fall into illicit commerce for ultimate disposition and use in this
country.

The committee is greatly concerned that certain countries which
commercially produce poppies for pharmaceutical uses, have not
adequately controlled, regulated or otherwise policed surplus poppy
crops which eventually have fallen into illicit commerce in a derivative
form for ultimate disposition and use in the United States.

The language in this provision is designed to give the President
the authority to restrain trade with any nation which does not exhibit
a willingness to control illegal production or trafficking in opium or
heroin. The testimony of John E. Ingersoll, Director, Bureau of
Narcotics and Dangerous Drugs, Department of Justice, established
that the great preponderance of illicit heroin entering the U.S. results
from diversion of Turkish produced opium and its processing into
heroin in southern Europe and elsewhere in the Middle East.

We are pleased that on its own initiative, Turkey has set in train
a series of actions aimed at minimizing, or eliminating, the harmful
effects of Turkish opium in the world. The committee has b3en advised
that by 1971 Turkey will have reduced to four (from 21 in 1967) the
number of provinces where farmers may grow opium poppies, and that
production will be limited to a more easily controlled area. The com-
mittee has also been advised that Turkey is making intensive efforts
to keep its opium out of illicit channels, that the amounts should be
substantially reduced this year, and that it is in the process of enacting
legislation providing for better control.

It is noted that the French Government is also cooperating to
bring a halt to the illicit processing and merchandizing of heroin on
French territory which eventually finds its way into the United States,
creating a drug-abuse problem which is controllable with this kind of
cooperation from abroad. The best place to control the critical drug
problem in the United States is at the source of supply.
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H. PROVISIONS OF HOUSE-PASSED TRADE ACT OF 1970 NOT INCLUDED
IN SENATE AMENDMENT

CERTAIN CLASSIFICATION BY THE SECRETARY OF AGRICULTURE

Section 342 of the House version of the Trade Act of 1970 would have
provided that the Secretary of Agriculture rather than the Secretary
of the Treasury shall have the final administrative responsibility for
classifying certain articles subject to import restrictions under Section
22 of the Agricultural Adjustment Act, as amended.

The committee felt that classification of imported materials was
properly a function of the Bureau of Customs under the Secretary of
the Treasury. Furthermore, the committee was concerned that trans-
ferring the jurisdiction for classification of certain agricultural products
to the Secretary of Agriculture could lead to demands to transfer
jurisdiction for classification of certain industrial products which are
under import restrictions to the Secretary of Commerce. The agency
administering quotas could be under severe pressure to continually
change the import classification system, which could have a deleterious
effect on foreign trade.

REPEAL OF THE AMERICAN SELLING PRICE (ASP) SYSTEM OF VALUING
CERTAIN IMPORTED ARTICLES

The House version of the Trade Act of 1970 would have authorized
the President to proclaim certain modifications in the Tariff Schedules
of the United States resulting from two agreements concluded during
the Kennedy Round relating to the application of ASP to certaiu
chemicals, canned clams, and wool-knit gloves. Rubber-soled foot-
wear, which is also subject to the ASP system of valuation, would not
have been affected by the House provisions.

During the Kennedy Round, the Committee on Finance and the full
Senate, concerned that U.S. trade negotiators would exceed the
authority granted them by the Trade Expansion Act of 1962, approved
a resolution which, in effect, expressed the intent that the U.S. trade
negotiators should not exceed the authority granted to the President
by the Trade Expansion Act of 1962. Unfortunately, the President's
Special Trade Representative did not heed the advice of the Senate
with respect to ASP and the International Antidumping Code. The
Congress has acted to make those provisions of the International
Antidumping Code which conflict with U.S. law, null and void. The
committee did not feel that the Senate would be consistent if it
approved an ASP agreement which it told the U.S. negotiators not
to negotiate in the first place.

Moreover, the committee did not believe that the United States
received reciprocity in the ASP negotiation or that the loss of jobs in
the benzenoid sector of the chemical industry which would have
resulted from the elimination of ASP, would have been offset by gains
in employment in other sectors of the chemical industry.

DOMESTIC INTERNATIONAL SALES CORPORATIONS

The House-passed Trade bill (II.R. 18970) contains in title IV
provisions relating to a domestic international sales corporation
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(DISC) designed to provide United States income tax treatment for
export transactions similar to that applicable to profits derived from
overseas manufacture.

The basic objective of the provision, as stated by the Administra-
tion and in the House Committee report was to eliminate the present
disadvantage under Federal income tax law that exists for manufac-
turing in the United States for export and favors manufacturing
abroad. The use of a domestic corporation as a sales subsidiary in-
stead of a foreign corporation was said to simplify administration
both for taxpayers and for the Internal Revenue Service, since it would
permit books and records to be maintained in the United States in
Erglish under our own corporate laws and accounting principles.

Your committee is concerned with the income tax status of American
exports as contrasted with that of goods produced abroad by foreign
companies, whether or not controlled by Americans. It is also con-
cerned with tax practices in foreign countries giving advantages
to their exporters. Your committee is not satisfied, however, that
the DISC proposal is the best method of dealing with any imbalance
that now exists, and believes that further consideration should be
given to the matter at an early date. Your committee is concerned
among other matters, with the validity of the present GATT distinc-
tion in treatment of direct and indirect taxes on export and imports,
and in particular with the present failure to allow any rebates on
exports for corporate income taxes paid on export sales profits. The
time available since the trade bill was referred to your committee
has not permitted the thorough review that it onsiders essential
to a resolution of the issues involved.

Accordingly, your committee has not included in the present bill
the DISC provisions of H.R. 18970, but has deferred the subject
matter for further consideration early in the next Congress. At that
time the Administration and the committee staff will be asked to
present studies of various alternative proposals for dealing with the
subject and further comments from public witnesses will be solicited.

I. OTHER TRADE MATFERS

There are a number of trade issues on which the committee has
no legislative proposal at this time, but on which the committee does
have certain views.

U.S. AGRICULTURAL EXPORTS

For some time the committee has been seriously distrubed by the
agricultural policies of some of our trading partners. These policies
are hurting U.S. faim product exports in two major ways. First,
variable levies of the EEC countries are the most protective device
ever devised, except for an embargo. They effectively shield the
European market from outside competition and, when coupled with
high domestic price supports, cause serious disruption of third country
markets as well. U.S. exports of agricultural commodities to the
European Common Market subject to the variable levy, have de-
clined by 47 percent since 1966. And, surpluses stimulated by high
prices in the protected countries are being moved into world trade
channels through use of heavy subsidies.
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The failure of others to mitigate the impact their agricultural
policies are having on the world is a matter of deep concern. U.S.
imports of competitive agricultural products over the same period
have increased by 15 percent. European Community grain policies
have resulted in a drop in European Community net imports from 12
million tons to less than 2 il1ion tons over the last 3 years. This has
had significant repercussions on world trade. Moves by the United
Kingdom toward increased agricultural protectionism and the prospect
of increased reliance on a variable levy system have also contributed
to growing world agricultural isolationism. We cannot hope for a
better climate until the current trends in agricultural policy are
arrested. Specifically, the price of grains in Europe needs to be sig-
nificantly reduced and subsidies need to be limited. The further
extension of restrictionist policies to other products ould be very
damaging. Any impediment to access for soybeans and soybean
products would be of great concern. The committee would expect
the President to use every power granted to him by this and other
acts, including retaliatory power of section 252 of the Tra'le Expan-
sion Act to negotiate the reduction and discrimination in the variable
levy system.

VOLUNTARY STEEL ARRANGEMENT

Among those industry situations reviewed by the committee in
terms of rapidly increasing imports and risiiig proportion of domestic
market accounted for by imports is the position of the domestic steel
industry. The attention of the committee has been called to the fact
that the voluntary arrangements entered into by the European Coal
and Steel Community and Japanese steel producers are to remain in
effect until the end of 1971. It is understood that these arrangements
provide for annual increases in exports to the United States and in-
volve a commitment to maintain both product and geographic distribu-
tion patterns based on trade prior to the undertaking by the foreign
steel producers. We believe, based on an extensive staff study of the
steel import problem, that this arrangement was necessary to forestall a
serious deterioration in the domestic steel market insofar as domestic
steel producers are concerned. Accordingly, it' is the sentiment of the
committee that the administration should endeavor to have these
voluntary undertakings extended and improved in order to assure a
stable domestic steel industry and an adequate supply of steel for the
American economy in the future. It is hoped that the problems of
international marketing of steel as recognized by the voluntary
arrangement, would also be recognized by the steel industries in
countries not party to the agreement, particularly those which export
substantial quantities of carbon and specialty steel products to the
United States. It is the Committee's view that specialty steels should
be included within the terms of these voluntary agreements.

INTERNATIONAL LABOR STANDARDS

The committee is very much aware of the employment problems
that can result from economic adjustments created by present trends
both in imports into the United States and foreign investment
decisions involving shifts of productive capacity abroad.
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The huge differentials which exist between U.S. wage costs and
those of many other countries pose extremely difficult competitive
problems for some domestic industries, as the committee has recognized
in the temporary measures provided for in title II with regard to
textie and footwear. With widespread avai'ability of technology and
capital large differences in labor costs cannot easily be offset by
productivity differentials.

The committee has in its amendments of the tariff adjustment
provisions also provided means whereby serious injury stemming
rom such wage differentals can be dealt with on a temporary basis
giving time for the adjustment process. For the long run, however,
the committee feels that t is in the interest of trade libera'ization and
expansion that the trade agreements program include formal pro-
cedures under which unfair labor conditions can be dealt with.

The committee concurs with the House in the beFef that the
President as soon as practicable should take steps with respect to trade
agreements which would lead to the elimination of unfair labor con-
ditions which substantially disrupt international trade. Machinery
should be set up in trade agreements to which the United States is a
party which would include: (1) the recognition of principles with
respect to earnings, hours, and conditions of employment of workers;
(2) the development of a complaint procedure under which situations
of unfair labor conditions affecting international trade could be brought
before the parties to the agreement for appropriate remedial action;
and (3) the establishment of a system of periodic reports by all parties
to the agreements on earnings, hours, and conditions of employment
for the workers in the exporting industries of the countries involved.

TARIFF DISPARITIES

Tariff rates vary widely from country to country on the same
article of commerce. For example, the duty on automobiles in Japan
and Canada is 17.5 percent ad valorem; in the European Community,
it is 22 percent ad valorem and in the United Kingdom it is about 15
percent ad valorem. The U.S. duty on automobiles is only 4 percent
ad valorem.

In many instances, nontariff barriers such as road taxes, border
taxes, "uplift" taxes and safety standards clearly add further dis-
crimination against American commerce. The committee has directed
the Tariff Commission to do a thorough study on the tariff disparity
issue, which would also investigate the tariff and nontariff barriers in
each category of articles. The committee feels that the, results of this
study could lead to negotiating proposals which would aim at greater
equality in tariff levels on a product-by-product basis for principal
trading nations.

ARTICLES ASSEMBLED ABROAD WITH U.S. COMPONENTS

The committee received a great deal of material with respect to
the repeal of item 807.00 of the tariff schedules. During the period
1966 through 1969, the total value of imports under item 807.00 and
806.30, a similar provision which provides for a partial exemption from
duty for U.S. articles of metal exported for processing and reimported
for further processing, rose from $953 million to $1.8 billion. Such 'a
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growth in the use of these tariff provisions is an indication of the
economic force at work, particularly with regard to labor costs in labor
intensive operations.

The committee recognizes that in some United States firms the
provisions, which have the effect of providing a tariff preference for
products containing U.S. materials, improve the competitive position
of the U.S. firms vis-a-vis products of wholly foreign origin. In some
respects the competitive position of the domestic firms can be im-
jiroved to the extent of providing an encouragement to United States
exports. On the other hand, the committee is seriously concerned
that the duty advantage may have the effect of encouraging the
exports of job opportunities from the United States, particularly in
those operations which are labor intensive.

The President requested last year that the U.S. Tariff Commission
make a study of these two provisions, and the results of that study were
sent to the President on September 30, 1970. The Tariff Commis-
sion study recognized that the provision creates opportunities in both
directions—increased assembly operations abroad and increased U.S.
exports and employment opportunities in cases where the whole
manufacturing plant would have moved abroad to take advantage
of lower labor costs. As a result, the committee has determined not
to propose any changes in the existing provisions. At the same time,
the committee would urge that those appropriate agencies in the
executive branch promptly review the Tariff Commission report and
submit to the Congress recommendations as may be needed to assure
that the use of these provisions will not endanger the overall job
opportunities of U.S. workers, or encourage working conditions
abroad inconsistent with the improvement of labor standards in the
United States and in other countries.

OTHER BARRIERS TO TRADE

Further trade liberalization is dependent upon the dismantling of
the many unjustifiable and uneconomic burdens on world commerce.
The failure to deal with non-tariff barriers is threatening the basic
foundation of reciprocity and what the United States believed to be a
mutually beneficial exchange of tariff concessions in past negotiations.
Despite continued efforts in the General Agreement on Tariffs and
Trade and other internationl forums, including the OECD, and in
bilateral discussions, insufficient progress is being made in reducing or
eliminating such barriers to international trade. The committee has
recognized this growing problem in its amendments to section 252 of
the Trade Expansion Act.

There is much that can and should be done in lifting the burdens
from U.S. exports, and the administration should vigorously pursue
this goal in discussions with our trading partners. One of the difficulties
is that the administration does not appear either to have a clear
negotiating position on many of the outstanding non-tariff barriers
of our trading partners, or to have a shopping list of priorities and a
method of negotiating to deal with these problems.

Unlike tariffs, prior Congressional delegation of authority to the
President to reduce barriers to trade, other than tariffs, is difficult
to embody in legislation because these restrictions often have their
roots ih purely domestic concerns that are only indirectly related to
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foreign trade and are imbedded in domestic laws and practices. Many
such barriers would require legislative action to accomplish their
removal. To some degree, the nature of such actions might not finally
be clear until negotiations had shown what is possible.

In view of these difficulties, the committee does not consider it
appropriate or feasible to consider legislation regarding the inter-
national negotiations on barriers to trade other than tariffs until the
specific details of such legislation are clear. In this respect, representa-
tives of the executive branch should consult with this committee and
such other committees of the Congress, as may be appropriate, in the
examination of possible changes in domestic law which might be called
for as a result of international negotiations in order to benefit from
Congressional views on the future development of acceptable standards
of conduct in international trade practices. Subject to such con-
sultation and in consideration of the subsequent enactment of any
necessary implementing legislation, the President should continue to
discuss with other countries the means by which barriers to trade,
other than tariffs, can be reduced or eliminated.

In addition, the committee believes that the international harmo-
nization of standards for industrial and agricultural products and the
adoption of common quality assurance and certification schemes merit
immediate consideration. Decisions being made oday with respect to
international harmonization of product standards are extremely im-
portant to the future growth of U.S. exports. Producers, for example,
can manufacture a single model that will meet the requirements of
many countries instead of having to manufacture several models to
meet varying national standards requirements. And mutual recogni-
tion of quality testing saves producers the expense and time involved
in undergoing tests in each market. But if these arrangements are
exclusive, they become trade barriers by discriminating against the
product of third countries. The "Tripartite" agreement among
European electrical producers appears to be such a discriminatory
device. To prevent such discrimination and to fully enjoy their bene-
fits countries willing and able to assume the responsibilities of member-
ship should be free to join in these undertakings.

In order for the United States to effectively participate in interna-
tional harmonization and certification schemes there must be full
cooperation and coordination between government and industry in
standard matters.

Both government and industry should now take whatever steps are
necessary to ensure that U.S. exports are not denied the opportunities
offered by international efforts directed toward standards harmoniza-
tion and certification. In particular, this will require adequate funding
of U.S. participation in international standards writing and insuring
that the United States possesses the institutional facilities necessary
to take part in testing and certification arrangements. The Depart-
ment of Commerce is the logical agency within the U.S. Government
to initiate and coordinate these efforts as they relate to industrial
products.

STUDY OF MEAT IMPORTS

With respect to the meat import situation, there appear to be
some controversy as to whether there is a change in the composition of
beef imports. The Tariff Commission is presently working on a



300

survey of markets for imported beef. Since information will be avail-
able to the Department of Agriculture from the Commission, and other
sources, the committee requests that the Department of Agriculture
provide it with a study on imported meat.

i. TECHNICAL EXPLANATION OF THE AMENDMENT

Section 1. Short title
Section 1 of the bill provides that the bill when enacted may be

cited as the "Trade Act of 1970"

PART A—AMENDMENTS TO THE TRADE EXPANSION
ACT OF 1962

SUBPART 1—TRADE AGREEMENTS

Section 801. Ba.sic Authority for Trade Agreements
Section 301 (a) of the bill amends section 201 (a) (1) of the Trade

Expansion Act of 1962 (hereinafter in this explanation referred to
as "1962 Act") so as to extend until the close of June 30, 1975, the
period during which the President may enter into trade agreements
with foreign countries and instrumentalities under the 1962 Act.

Section 301(b) of the bill amends section 201(b)(1) of the 1962
Act to provide that no proclamation made by the President to carry
out any trade agreement entered into during the period July 1, 1967,
through June 30, 1975, may decrease any rate of duty to a rate below
the lower of (1) the rate 20 percent below the rate existing on July 1,
1967 (as defined in section 301(d) of the bill); or (2) the rate 2 percent
ad valorem (or ad valorem equivalent) below the rate existing on July
1, 1967.

Section 301(c) amends section 201 of the 1962 Act to provide that
no proclamation pursuant to subsection (a) shall be made in order to
carry out a trade agreement entered into after June 30, 1967, and before
July 1, 1975, except to proclaim (1) increased or additional import
restrictions or (2) such modifications as may be necessary to fulfill
concessions granted as compensation for import restrictions imposed
by the United States.

Section 301(d) amends sections 202, 211 (a) and (e), 212, 213(a),
and 221 of the 1962 Act. These sections provided that the limits on
the authority contained in section 201(b)(1) of the 1962 Act were
not to apply in specified cases (so that the rate of duty could have
been reduced to zero). The specified cases were articles having a 1962
rate of duty of 5 percent ad valorem or less, articles in any category
for which the United States and the European Economic Com-
munity accounted for 80 percent or more of the aggregated world
export value of all such articles, and certain agricultural, tropical
agricultural, and forestry commodities. These amendments make it
clear that these exceptions waiving the limitations on the decreases
in duty will not apply to the new authority granted by the bill.

Section 301(e) of the bill amends section 256 of the 1962 Act to
provide that the rate of duty "existing on July 1, 1967" which may
be reduced for the purposes of carrying out a trade agreement entered
into on or after such date is the lowest nonpreferential rate of duty
(however, established, and even though temporarily suspended by
Act of Congress or otherwise) existing on such date or (if lower) the
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lowest nonpreferential rate to which the United States was committed
on July 1, 1967, and with respect to which a proclamation was in
effect on July 1, 1970.
Section 302. Staging Requirements

Subsections (a) and (b) of section 302 of the bill amend subsections
(a) and (c) of section 253 of the 1962 Act so as to apply the staging
requirements therein only to rate reductions made pursuant to trade
agreements entered into under such Act before July 1, 1967.

Section 302(c) of the bill redesignates subsection (d) of such section
253 as subsection (e) and adds a new subsection (d) which provides
that any rate reduction made pursuant to a trade agreement entered
into under the amendment made by section 301 (a) of the bill cannot
take effect more rapidly than if it took effect in two equal installments
with 1 year intervening between the installments. New section 253(d)
also provides that in applying such staging requirements, any reduc-
tions with respect to an article made under a trade agreement entered
into before July 1, 1967, and which have not taken effect on the date
of the first proclamation under a new agreement are to be included
within the aggregate duty reduction made with respect to such article
under the new agreement.

Section 302(d) of the bill makes technical amendments to section
253(e) (as redesignated by section 302(c) of the bill).
Section 303. Foreign Import Restrictions and Discriminatory Acts

Section 252(a)(3) of the 1962 Act is amended by section 303(a)
of the bill to strike out the word "agricultural" each place it appears
in the phrase "United States agricultural products". The effect of
this change is to provide that the President may, without regard to
any provision of a trade agreement, impose duties or other import
restrictions on the products of a foreign country in order to obtain
the removal, or prevent the establishment, of unjustifiable iml?ort
restrictions imposed by such country against any type of United
States product (whether or not agricultural) and to provide access for
any such product to the markets of such country on an equitable basis.

Section 303(b) of the bill amends section 252(b) of the 1962 Act to
provide that the action provided for in such section 252(b) (that is,
the suspension, withdrawal, or prevention of the application of the
benefits of trade agreement concessions; the refraining from proclaim-
ing the benefits of such concessions; or the imposition of duties or other
import restrictions under the amendment made by section 103(c) of
the bill) is to apply in the case of any foreign country the products of
which receive the benefits of trade agreement concessions, if such
country provides subsidies (or other incentives having the effect of
subsidies) on its exports of one or more products to other foreign mar-
kets which unfairly affect the sales of the competitive United States
product or products to those other foreign markets.

Section 303(c) of the bill further amends such section 252(b) to
include within the action of the President covered by section 252(b) the
imposition of duties or other import restrictions on the products of
any foreign country or instrumentality which (1). maintains nontariff
trade restrictions, (2) engages in discriminatory acts or policies which
substantially or unjustifiably burden United States commerce, or
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(3) provides subsidies of the type discussed in the preceding paragraph
of this explanation, when the President deems such duties and other
import restrictions to be necessary and appropriate to prevent the
establishment, or obtain the removal, of such restrictions, acts, policies,
or subsidies and to provide access for United States products to foreign
markets on an equitable basis.

Section 303(d) of the bill amends section 252(c) of the 1962 Act
to require (rather than to permit, as is the case under existing section
252(c)) the President to take action (to the extent that such action is
consistent with the purposes of section 102 of the 1962 Act) under
section 252(c) if a foreign country maintains unreasonable import
restrictions which directly or indirectly substantially burden United
States commerce.

The amendment by section 303(e) of the bill to such section 252(c)
makes the imposition of duties or other import restrictions on the
products of the foreign country concerned a third alternative course of
action which the President may choose to use in the case of such coun-
try. The two alternative courses available under present law are (1) to
suspend, withdraw, or prevent the application of benefits of trade
agreement concessions to products of such country, or (2) to refrain
from proclaiming benefits of trade agreement concessions to carry
out a trade agreement with such country.

Section 303(f) amends section 252(d) of the 1962 Act to provide that
the Secretary of Commerce upon the request of any interested party
shall make an investigation to determine whether any specified restric-
tion established or maintained by, act engaged in, or subsidy provided
by a foreign country constitutes (1) a foreign import restriction re-
ferred to in subsection (a), (2) a non-tariff trade restriction, discrimin a-
tory or other act, or subsidy or the incentive referred to in subsection
(b) or (3) an unreasonable import referred to subsection (c), and
publish the findings from his investigation within three months after
the complaint was ified. If the Secretary makes an affirmative determi-
nation, he shall so report to the President, and, after negotiating with
the foreign government, the President shall report to the Congress,
within three months after receiving the Secretary's report, any actions
taken by him under subsections (a), (b), or (c) of the 1962 Act as
amended.

Section 303(g) amends the heading for such section 252 to read
"Foreign Import Restrictions and Discriminatory Aflts".
Section 304. Determinations and Import Adjustments for Safeguarding

National Security
Section 304(a) of the bill amends section 232(b) of the 1962 Act to

provide that any adjustment of imports under section 232 of such Act
is not to be accomplished by the imposition or increase of any duty, or
of any fee or charge having the effect of a duty.

Section 304(b) of the bill requires the Director oi the Office of
Emergency Preparedness to make a determination as to whether an
article is being imported in such quantities or under such circumstances
as to threaten to impair the national security within 1 year after re-
ceiving a request or application for such a determination.

Section 304(c) applies the 1-year limitation discussed in the pre-
ceding paragraph to requests or applications received by the Director
of the Office of Emergency Preparedness on or after January 1, 1968;
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except that a determination with respect to a request or application
received after that date and more than 1 year before the date of the
enactment of this bill must be made by the Director not later than 60
days after such date of enactment.

SUBP4RT 2—TARIFF ADJUSTMENT AND ADJUSTMENT ASSISTANCE

Section 311. Petitions and Determinations
Section 311(a) of the bill amends section 301 of the 1962 Act in its

entirety.
Section 301 (a) (1) of the 1962 Act, as amended by the bill, is the same

as existing section 301(a) (1) which provides that a petition for tariff
adjustment under section 351 of the Act of 1962 may be filed with the
Tariff Commission by a trade association, firm, certified or recognized
union, or other industry representative.

Section 301(a) (2) of such Act, as amended by the bill, provides that
petitions for determination of eligibility to apply for adjustment
assistance under chapter 2 (firm assistance) or chapter 3 (worker
assistance) of title III of the 1962 Act may be ified with the President.
Under existing law, such petitions are ified with the Tariff Commis-
sion. Section 301 (a) (2) as amended by the bill also provides that a
petition filed by or on behalf of a group of workers shall apply only
with respect to individuals who are, or who have been within 1 year
before the date on which such petition is filed, employed regularly in
the firm involved as full-time or part-time employees.

Subsection (b)(1) of section 301, as amended by the bill, provides
that upon the request of the President, upon resolution of either the
Committee on Finance of the Senate or the Committee on Ways and
Means of the House of Representatives, upon its own motion, or upon
the filing of a petition under section 301 (a) (1), the Tariff Commission
is to promptly make an investigation to determine whether an article
upon which a concession has been granted under a trade agreement is,
as a result, in whole or in part, of the duty or other customs treatment
reflecting such concession, being imported into the United States in
such increased quantities, either actual or relative, as to contribute
substantially (whether or not such increased imports are the major
factor or the primary factor) toward causing or threatening to cause
serious injury to the domestic industry producing articles like or
directly competitive with the imported article.

The criterion in subsection (b)(1), as amended, for determining
whether a domestic industry is being injured by imports differs from
that in existing law in that the Tariff Commission presently must
determine whether as a result in major part of concessions granted
under trade agreements, the article in question is being imported into
the United States in such increased quantities as to cause, or threaten
to cause, serious injury to the domestic industry producing an article
which is like or directly uompetitive with such imported article. Para-
graph (3) of existing section 301(b) provides that for purposes of exist-
ing paragraph (1) increased imports are to be considered to cause (or
threaten to cause) serious injury when the Tariff Commission finds that
such increased imports have been the major factor in causing (or
threatening to cause) such injury.
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Section 301(b) (2), as amended by the bill, provides that in making
an injury determination under section 301(b)(1), the Tariff Com-
mission, without excluding other factors, is to take into considera-
tion a downward trend of production, prices, profits, or wages in
the domestic industry concerned, a decline in sales, an increase in
unemployment or underemployment, an increase in imports, either
actual or relative to domestic production, a higher or growing inven-
tory, and a decline in the proportion of the domestic market supplied
by domestic producers.

Section 301 (b) (3) sets forth a definition of "domestic industry pro-
ducing articles like or directly competitive with the imported article"
for purposes of applying subsection (b) (1). For purposes of applying
the definition, the Tariff Commission is required (insofar as practi-
cable) to distinguish or separate the operations of producing organi-
zations involving like or directly competitive articles from the opera-
tions of such organizations involving other articles.

Section 301 (b) (4), as amended by the bill, provides that if a majority
of the Commissioners of the Tariff Commission who are present and
voting on the issue of injury under section 301(b)(1) make an af-
firmative injury determination, then the Commissioners making such
affirmative injury determination are also required to determine under
section 301(b) (5) whether the injury to the industry is acute or severe,
or threatens to be acute or severe after the Commission make the
determinations relating to serious injury and, if affirmative, to acute
or severe injury.

Section 301 (b) (4) also provides that those Commissioners making
an affirmative determination or injury, whether serious, severe or
acute shall also determine the amount of the increase in, or imposition
of, any duty or other import restriction on such article which is
necessary to prevent or remedy the injury to the industry. Any such
iemedy determination by a majority of. the Commissioners making the
affirmative injury determination is treated as the remedy determina-
tion of the Tariff Commission for the purposes of title III of the 1962
Act (principally for purposes of any tariff adjustment action taken
under section 351).

Section 301(b) (5), as amended by the bill, sets forth procedures
whereby if an affirmative injury determination is made by the Tariff
Commission under section 301(b)(1), the Commissioners voting for
such determination are required to make an additional determination.
In making this additional determination, such Commissioners look
to see if imports are increasing to the point where they are (1) acutely
or severely injuring a domestic industry or (2) threatening to acutely
or severely injure a domestic industry.

Section 301(b) (6), as amended by the bill, provides that if the Tanif
Commission, in the course of any 301(b) investigation, has reason to
believe that the increased imports are attributable in part to circum-
stances which come within the purview of the Antidumping Act,
1921, section 303 or 337 of the Tariff Act of 1930, or other remedial
provisions of law, it shall promptly notify the appropriate agency
and take such other action as it deems appropriate.

Sections 301(b) (7), (8), and (9) under the bill are the procedural
and reporting requirements pertaining to section 301(b) (1) investiga-
tions and determinations. They replace similar requirements contained
in existing section 301(d)(1), the first sentence of section 301(f)(1),
and section 301(f) (2).
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Section 301(b)(10) provides that no. investigation under section
301(b) may be undertaken by the Tariff Commission, on the basis of
any petition filed under section 301 (a) (1) of the 1962 Act, with respect
to any subject matter which has previously been investigated by it
under section 301(b) unless at least 1 year has elapsed since the
Commission reported the results of such previous investigation to the
President.

Section 301 (c) (1) of the 1962 Act, as amended by the bill, provides
that in the case of a petition by a firm for a determination of eligibility
to apply for adjustment assistance, the President is to determine
whether an article like or directly competitive with an article pro-
duced by the firm, or an appropriate subdivision thereof, is being
imported into the United States in such increased quantities, either
actual or relative, as to contribute substantially (whether or not such
increased imports are the major factor or the primary factor) toward
causing or threatening to cause serious injury to such firm or
subdivision.

The President, in making such a determination with respect to
a firm, is required to take into account all economic factors which he
considers relevant, including idling of productive facilities, inability to
operate at a level of reasonable profit, and unemployment or under-
employment.

Section 301(c) (2) states that the President is to determine, in the
case of a petition by a group of workers for a determination of eligi-
bility to apply for adjustment assistance, whether an article like or
directly competitive with an article produced by such workers' firm,
or an appropriate subdivision thereof, is being imported into the United
States in such increased quantities, either actual or relative, as to
contribute substantially (whether or not such increased imports are
the major factor or the primary factor) toward causing or threatening
to cause unemployment or underemployment of a significant number
or proportion of the workers of such firm or subdivision.

The President is required under section 301(c) (3) as amended by the
bill to transmit promptly to the Tariff Commission a copy of each firm
or worker petition filed under section 301(a)(2) and to request the
Commission, not later than 5 days after the date of filing of the peti-
tion, to make an investigation of facts relevant to the determina-
tions involved. The Commission must promptly institute, and publish
notice in the Federal Register of, an investigation with respect to the
petition.

Section 301(c) (4) provides that in the course of any firm or worker
petition investigation, the Tariff Commission shall, after reasonable
notice, hold a public hearing, if such hearing is requested (which
request must be made not later than 10 days after the date of the
publication of notice under section 301(c)(3)) by the petitioner or
any other interested person, and shall afford interested persons an
opportunity to be present, to produce evdience, and to be heard at
such hearing.

Section 301(c) (5) requires that the report of the Tariff Commission
of the facts disclosed by its investigation under section 301(c)(3)
with respect to a firm or group of workers is to be made at the earliest
practicable time, but not later than 60 days after the date on which
it receives the request of the President for such investigation.
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Section 311(b) (1) of the bill provides that the report of any industry
injury investigation by the Tariff Commission under section 301(b)(1)
of the 1962 Act during the 1-year period ending on the date of the
enactment of the bill is to be treated as made more than 1 year before
such date for purposes of the requirement of a 1-year interval be-
tween investigations of the same matter contained in section
301(b) (10).

Section 311(b) (2) of the bill provides that any industry, firm, or
worker investigation under existing section 301 (b) or (c) which is
pending before the Tariff Commission immediately before the date of
enactment of the bill will be continued as an investigation instituted
under section 301 (b) or (c), as amended by the bill, and for purposes of
the time periods within which reports by the Tariff Commission with
respect to such investigations must be filed, petitions therefor shall be
deemed to have been filed on the date of enactment of the bill.

Section 311(b) (3) of the bill provides that any report of an affirma-
tive determination by the Tariff Commission with respect to a firm
or worker petition under existing section 301(c) (1) or (2) of the 1962
Act on which the President has not acted by the date of the enactment
of the bill is to be treated by him as a report received under section
301 (c)(5), as amended by the bill, on such date of enactment.

Section 311(b) (4) of the bill provides that no petition may be filed
under section 301(a) of the 1962 Act juring the period beginning on
the date of enactment and ending on the 90th day after such date, or,
if earlier, on the 10th day after the date of publication of the related
rules of the Tariff Commission.
Section 312. Presidential Action With Respect to Adjw9tment Assistaiwe

Section 312(a) of the bill amends section 302(a) of the 1962 Act to
provide, under subsection (a) (1) thereof, that the President, if he
provides tariff adjustment under section 351 or 352 after receiving an
affirmative injury determination under section 301(b), may provide,
with respect to such industry, that its firms may request the Secretary
of Commerce for certification of eligibility to apply for firm adjust-
ment assistance, that its workers may request the Secretary of Labor
for certification of eligibility to apply for worker adjustment assistance,
or that both the firms and workers may request such certifications.

Under paragraph (2) of such section 302(a), if the President does
not provide tariff adjustment for an industry under section 351 or 352
after receiving an affirmative injury determination under section
301(b), he shall promptly provide that both firms and workers of such
mdustry may request certifications of eligibility for adjustment
assistance.

Paragraph (3) of such section 302(a) provides that notice of each
action taken by the President under section 302(a) must be published
in the Federal Register, and that any request by a firm or group of
workers for certification must be made to the Secretary of Commerce
or Labor, as the case may be, within the 1-year period after the date
on which notice is so published (unless the President specifies a longer
period).

Section 312(b) of the bill makes certain conforming amendments to
section 302(b) of the 1962 Act to reflect the amendments made to
section 302(a) by section 312(a) of the bill. Section 312(b) also amends
paragraph (2) of section 302(b) to provide that a certification of
eligibility by the Secretary of Labor shall apply only to workers who
are, or who have been, employed regularly (on a full-time or part-time
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basis) in the firm involved within 1 year before the date of the insti-
tution of the applicable Tariff Commission investigation under section
301(b).

Section 3 12(c) of the bill amends section 302(c) of the 1962 Act to
provide under paragraph (1) thereof that after receiving a report of
the Tariff Commission of the facts disclosed by its investigation under
section 301(c) (3) with respect to any firm or group of workers, the
President is to make his determination (with respect to the eligibility
of such firm or group to apply for adjustment assistance) not later
than 30 days after the date on which he receives such report, unless,
within such period, the President requests additional factual infor-
mation from the Tariff Commission. In that event, the Tariff Com-
mission must, not later than 25 days after the date on which it re-
ceives the President's request, furnish such additional factual infor-
mation in a supplemental report, and the President must make his
determination not later than 15 days after the date on which he
receives such supplemental report.

Under paragraph (2) of section 302(c), the President is required to
publish promptly in the Federal Register a summary of each determi-
nation under section 301(c) with respect to any firm or group of
workers.

Under paragraph (3) of section 302(c), the President is required to
certify promptly that a firm or group of workers is eligible to apply for
adjustment assistance if he makes an affirmative determination under
section 301(c) with respect to the firm or group.

Paragraph (4) of such section authorizes the President to delegate to
any agency or other instrumentality of the United States any of his
functions with respect to determinations and certifications of eligibility
of firms or workers to apply for adjustment assistance under sections
301 and 302.

Section 312(d) amends the heading of section 302 to read "Pres-
idential Action with Respect to Adjustment Assistance."
Section 313. Tariff Adjustment

Section 313(a) of .the bill amends paragraph (1) of section 351(a) of
the 1962 Act to provide, under subparagraph (A) thereof, that after
receiving an affirmative injury determination of the Tariff Commission
under section 301(b)(1), which is not combined ith an additional
affirmative determination of the Commission under section 301(b) (5),
the President is to proclaim such increase in, or imposition of, any duty
or other import restriction on the article concerned as he determines to
be necessary to prevent or remedy serious injury to the industry, un-
less he determines that such action would not be in the national
interest.

Under paragraph (1)(B) of such section 351 (a), as amended by the
bill, if the President receives an affirmative injury determination of the
Tariff Commission under section 301(b) (1) which is combined with an
affirmative additional determination of the Commission under section
301(b) (5), he shall proclaim the increase in, or imposition of, any duty
or other import restriction on the article concerned determined and re-
ported by the Commission pursuant to section 301(b), unless he
determines that such action would not be in the national interest.

Section 313(a) of the bill also makes certain conforming amendments
to paragraph (2) of section 351(a). Paragraph (2) sets forth pro-
cedures whereby, if the President does not proclaim the increase in,
or imposition of, any duty or other import restriction on the article
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concerned determined and reported by the Tariff Commission under
section 301(b), the Congress can (by the adoption of a concurrent
resolution) cause such increase or imposition to take effect. Such
paragraph (2) is also amended to provide that if the President does
not proclaim the remedy determined by the Tariff Commission because
of considerations of national interest, he is not required to state the
considerations on which his decision was based.

Subsections (b) and (c) of such section 113 make certain conforming
amendments to paragraphs (3) and (4) of section 351(a).

Section 313(d) of the bill makes certain amendments to section
351(d) (1) which provides that the Tariff Commission must keep under
review developments with respect to the industry concerned after
tariff adjustment for such industry is proclaimed. One amendment
requires that the Commission, in making such review, take into
account the specific steps taken by firms in the industry to enable
them to compete more effectively with imports. Another amendment
requires the Commission to take such steps into account when, at the
request of the President, it advises him under section 351(d) (2) of the
probable economic effect on the industry concerned of the reduction
or termination of the increase in, or imposition of, any duty or other
import restriction previously proclaimed under section 351. Such
section 351(d) is further amended by the addition of a new paragraph
(6) which provides that the Tariff Commission, in making any in-
vestigation initiated under paragraph (2) or (3) of section 351(d),
shall also determine and report to the President if the termination of
the proclaimed increase or imposition threatens to cause serious
injury to the industry concerned, and if such determination is affirma-
tive, (1) the limit to which such increase or imposition may be reduced
without threatening to cause serious injury to the industry concerned,
and (2) whether, in lieu of such termination, additional increases or
impositions of duties and other import restrictions are required to
prevent or remedy serious injury to the industry concerned.
Section 314. Orderly Marketing Agreements

Section 314 of the bill amends section 352(a) to provide that the
President may at any time after receiving an affirmative injury deter-
mmation of the Tariff Commission with respect to an industry nego-
tiate international agreements with foreign countries to limit the
export to, and import into, the United States of the article causing or
threatening to cause serious injury to such industry. Any such agree-
ment may replace in whole or part any tariff adjustment action taken
by the President under section 351, but any such agreement entered
into before such time as the Congress takes action under section
351(a)(2) which has the result of placing the Tariff Commission
remedy in effect must terminate on the date the President proclaims
such remedy pursuant to section 351(a) (3).
Section 315. Increased Assistance for Workers

Section 31.5(a) amends section 323(a) of the 1962 Act to provide
that the trade readjustment allowance payable under such section
323(a) to workers found eligible for adjustment assistance is an
amount equal to 75 percent of his average weekly wage or to 75 percent
of the average weekly manufacturing wage, whichever is less, reduced
by 50 percent of the amount of his remuneration for services performed
during such week. Under existing law the applicable percentage of his
weekly wage or the weekly manufacturing wage is 65 percent.
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Section 315(b) of the bill amends section 326(a) of the 1962 Act
so as to make it clear that "supportive and other services" provided
for under any Federal law are among the services which can be afforded
to adversely affected workers in order to prepare them for full em-
ployment.

Under section 315(c) of the bill, the increased trade readjustment
allowances provided for under the amendment made by section
515(a) applies with respect to weeks of unemployment beginning on
or after the date of enactment of the bill.
Section 316. Conforming Amendments

Section 316 of the bill makes conforming amendments to sections
242(b)(2), 302(b), 311(b)(2), and 317(a)(2) of the 1962 Act.

PART B—QUOTAS ON CERTAIN TEXTILE AND
FOOTWEAR ARTICLES

SUBPART 1—TEXTILE AND FOOTWEAR ARTICLES

Section 321. Annual Quotas
Section 321 (a) of the bill establishes a statutory quota for calendar

year 1971 under which the total quantity of each category of textile
articles, and the total quantity of each category of footwear articles,
produced in any foreign country which may be entered for consump-
tion in the United States during such year may not exceed the average
annual quantity of such category produced in such country and
entered during 1967, 1968, and 1969.

Paragraph (1) of section 321(b) of the bill provides that the statutory

quota applicable to each category of textile articles and to each cate-

gory of footwear articles produced in any foreign country which may
be entered in the United States during 1972 and any calendar year
thereafter may not exceed the total quantity determined for such
category for such country under section 321(a), as increased by the

President for any calendar year after 1971 and before the current
calendar year under paragraph (2) (A) of section 321(b), plus any
further increase in such quantity for the current calendar year which

may be provided for by the President under such paragraph (2) (A).
Paragraph (2) (A) of section 321(b) provides that the President may

increase the total quantity of each category of textile articles, and the

total quantity of each category of footwear articles, produced in any
foreign country which may be entered during any calendar year after
1971 by such percentage (but not exceeding 5% of the total quantity
determined for such category for such country under section 321(a)
or section 321(b) for the immediately preceding calendar year) as he
determines to be consistent with the purposes of section 321.

Paragraph (2) (B) provides that any annual increase in any category
authorized by the President under paragraph (2) (A) for any calendar
year must be the same percentage for all foreign countries.

Paragraph (2) (C) requires that a determination of the total quantity
of each category of articles for each foreign country be made under
section 321 (a) and (b) for each calendar year after 1971 notwith-
standing the fact that the statutory quota provided for therein may
not apply during the whole or part of such year by reason of the applica-
tion of other provisions of Subpart B of title III of the bill or the provisions
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of the Arrangement or the Agreement referred to in section 324(b) of
the bill. Where any category of articles for a foreign country is affected
by the nonapplication of the statutory quota to one or more articles
falling within such category, for purposes of subsections (a) and (b)
of section 201 the remaining articles in such category shall, for purposes
of that country and for the period of such nonapplication of the
statutory quota, be treated as having constituted a separate category
for such country for all years after 1966. The application of the
preceding sentence would yield, of course, to a change in the category
or categories concerned effected under paragraph (3) of section 326 of
the bill after compliance with section 205(a) of the bill (relating to
rulemaking procedures).

Paragraph (3) of section 321(b) provides that if (1) the statutory
quota does not apply (for any of the reasons mentioned in the preced-
ing paragraph of this explanation) with respect to any textile article
or footwear article produced in a foreign country, but (2) at any
time after 1971 a statutory quota begins to apply to, or resumes in
application to, such article produced in such country, and (3)
the President determines (A) that the average annual quantity of
the article, produced in such country, and entered in the United
States during 1967, 1968, and 1969 was insignificant, and (B) that
the application of section 321(b)(3) to the category which includes
such article for such country is consistent with the purposes of section
321, then for the calendar year in which such termination occurs,
the statutory quota applicable with respect to the quantity of the
category including such article, produced in such country, shall be
deemed to be the annual average quantity (of such category) which
was entered during the 3 calendar years immediately preceding such
calendar year of termination (rather than during the 1967—69 base
period provided for in section 521(a)) plus any applicable yearly
increases for periods after 1971.

Section 321(c) (1) of the bill provides that any annual quantitative
limitation under section 321 (a) or (b) shall be applied on a calendar
quarter or other intra-annual basis if the President determines that
such application is necessary or appropriate to carry out the purposes
of section 321.

Paragraph (2) of section 321(c) of the bill provides that if the
application of section 321 (a) or (b) to any category for any foreign
country begins or resumes after the first day of any calendar year,
then the amount of the quota for such category for such country for
the remainder of such calendar year shall be the annual amount
determined under section 321 (a) or (b), adjusted pro rata according
to the number of full months remaining in the calendar year after
the date of such beginning or such resumption.

Under section 321(d) (1) of the bill the President may exempt from
the statutory quota determined under section 321 (a) and (b) for an
initial period of not to exceed 1 year any textile article or footwear
article produced in any foreign country if he determines that imports
of such article produced in such country are not contributing to,
causing, or threatening to cause market disruption in the United
States. Any such exemption may be extended by the President for
one or more additional periods of not in excess of 1 year each if he
makes a new determination (before each such extension) that imports
of such article produced in such country are not contributing to,
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causing, or threatening to cause market disruption in the United
States.

The President may terminate an exemption made under paragraph
(1) of section 321(d) of the bill at any time upon his finding that the
article covered by such exemption is contributing to, causing, or
threatening to cause market disruption in the United States.

Paragraph (2) of section 321(d) provides that the President may
exempt from section 321 (a) and (b) any textile article or footwear
article produced in any foreign country whenever he determines that
such an exemption is in the national interest, and the President may
terminate any such exemption whenever he determines that such
termination is in the national interest.

Paragraph (3) of section 321(d) provides that no exemption, exten-
sion of an exemption, or termination of an exemption under section
321(d) (11) or (2) may take effect sooner than the 30th day after the
day on which notice of such exemption, extension, or termination is
published in the Federal Register.

Under paragraph 321(e) of the bill, the Secretary of Commerce is
required to compute quantities under the statutory quotas provided
for in section 321 (a) and (b) of the bill.
Section 322. Arrangement or Agreements Regulating Imports

Section 322(a) of the bill authorizes the President to conclude
bilateral or multilateral arrangements or agreements with the govern-
ments of foreign countries for the purpose of regulating, by category,
the quantities of textile articles or footwear articles, or both, produced
in those countries which may be exported to, or entered for consump-
tion in, the United States. The President is authorized to issue regu-
lations necessary to carry out the terms of such arrangements or
agreements. The President is required, in concluding any such ar-
rangement or agreement, to take into account conditions in the
United States market, the need to avoid disruption of that market,
and such other factors as he deems appropriate in the national interest.

Section 322(b) of the bill provides that whenever a multilaterol
arrangement or agreement concluded under section 322 (a) is in effect
among the countries, including the United States, which account for
a significant part of world trade in the article concerned and such
arrangement or agreement contemplates the establishment of limita
tions on the trade in the article produced in countries not parties to
such arrangement or agreement, the President may by regulation
establish the total quantity of the article produced in each country
not a party to such arrangement or agreement which may be entered
for consumption in the United States. Section 322(b) provides,
however, that suh regulations may not have the effect of reducing
the total quantity for any category for any country for any calendar
year to an amount less than the total quantity which would be per-
mitted to be entered if section 321 (a) and (b) (the statutory quota)
applied to such category for such country for such year.

Section 322(c) of the bill states that neither the statutory quota nor
exemption provisions of section 321 of the bill are to apply to imported
articles which are subject to an arrangement or agreement entered into
under section 322 (a) or to regulations issued under section 202(b).
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Section 323. Increased imports Where Supply Is Inadequate To Meet
Domestic Demand at Reasonable Prices

Section 323 of the bill permits the President, in carrying out sections
321 and 322, to authorize increased exports to the United States or
increased entries in the United States of textile articles or footwear
articles of any category if he determines that I he supply of textile
articles or footwear articles similar to those subject to limitation under
such sections will be inadequate to meet domestic demand at reason-
able prices.
Section 324. Ezcl'usions

Section 324(a) of the bill exempts from the import restrictions pro-
vided for in part B of title III of the bill any article exempted from duty
under part 2 of schedule 8 of the Tariff Schedules of the United States
(personal exemptions) and any article the entry of which is regulated
pursuant to paragraph (4), (5), (6), or (7) of section 498(a) of the
Tariff Act of 1930 (relating to household effects, gifts from abroad,
tools of trade, and certain other personal articles). Section 204(a)
also provides that, to the extent provided in regulations prescribed
by the Secretary of Commerce, the import restrictions provided for in
part B of title III of the bill will not apply to other articles imported in
noncommercial quantities for noncommercial purposes. Such regula-
tions may include provision for the nonapplication of quotas to com-
mercial samples, not for sale or use other than as samples, under
safeguards which will ensure that such provision will not be used to
weaken the effectiveness of part B of title III of the bill.

Section 324(b) exempts from the application of part B of title III
(1) articles subject to the Long-Term Arrangement Regarding Inter-
national Trade in Cotton Textiles, so long as the United States is a
party thereto, and (2) articles produced in the Philippines provided
for in item B (cordage) in the schedule to paragraph 1 of article II of
the 1955 Agreement With the Philippines Concerning Trade and
Related Matters, so long as such Agreement remains in effect.

Section 324(c) of the bill provides that nothing in title III affects
the authority provided for under section 22 of the Agricultural Ad-
justment Act of 1933, as amended.
Section 325. A.dministration

Section 325(a) of the bill applies the rulemaking provisions of sub-
chapter II of chapter 5 of title 5, United States Code, to section
321(b) (2) (yearly increases in statutory quota amounts); 321(b) (3)
(application of special statutory quota base in the case of countries
providing insignificant imports during 1967—69); 321(d) (1) (exemp-
tions from statutory quota for articles not causing market disruption);
322(b) (regulations limiting imports from countries not party to cer-
tain multilateral arrangements or agreements entered into under sec-
tion 202(a)); 203 (increased imports in cases where supply is inadequate
to meet domestic demand at reasonabl. prices); 324 (a) (regulatory
determination of articles excluded from quota if imported in noncom-
mercial quantities for noncommercial purposes); and 326 (article and
category definitions).

Section 325(b) of the bill requires that all quantitative limitations
established under part B of title III of the bill or pursuant to any
arrangement or agreement entered into under such title, all exemp-
tions established under such title and all extensions or termmations
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thereof, and all regulations promulgate4 to carry out such title be
published in the Federal Register.

Under section 325(b), the Secretary of Commerce is required to
certify to the Secretary of the Treasury for each period the total
quantity of each textile article and footwear article produced in each
foreign country the entry of which is affected by any such quantitative
limitation on importation; and the Secretary of the Treasury is
directed to take such action as may be necessary to ensure that the
total quantity so entered during such period does not exceed the total
quantity so certified.

Section 325(c) requires that all quantitative limitations and ex-
emptions established under part B of title III or pursuant to any
arrangement or agreement entered into under such title and all
quantitative limitations established pursuant to the Long-Term
Arrangement Regarding International Trade in Cotton Textiles be
promulgated as a part of the appendix to the Tariff Schedules of the
United States, Annotated.
Section 36. Definitions

Section 326 of the bill contains six definitions which are applicable
for purposes of part B of title III of the bill.

Section 326(1) of the bill defines "textile article" to include—
(1) any article if wholly or in part of cotton, wool or other

animal hair, human hair, man-made fiber, or any combination or
blend thereof, or cordage of hard (leaf) fibers, classified under
schedule 3 of the Tariff Schedules of the United States;

(2) any article classified under subpart B or C of part 1 of
schedule 7 of such schedules if wholly or in substantial part of
cotton, wool, or man-made fiber;

(3) any other article specified by the Secretary of Commerce
which he has been advised by the Secretary of the Treasury would
be classified under any of the provisions of the schedules referred
to in paragraph (1) or (2) above but for the inclusion of some sub-
stance, material, or other component, or because of its processing,
which causes the article to be classified elsewhere; and

(4) any article provided for under paragraph (1), (2), or (3)
above if entered under item 807.00 of such schedules (relating to
articles assembled abroad in whole or in part of certain compo-
nents fabricated in the United States), or under the appendix to
such schedules.

Such section 326(1) does not include within the term "textile article"
any article classified under any of items 300.10 through 300.50, 306.00
through 307.40, 309.60 through 309.75, and 390.10 through 390.60,
inclusive, of the Tariff Schedules.

Section 326(2) defines the term "footwear article" to include foot-
wear provided for in any of items 700.05 through 700.45, inclusive,
item 700.55, items 700.66 through 700.80, inclusive, and item 700.85
of the Tariff Schedules of the United States.

Section 326(3) defines the term "category" to mean a grouping of
textile articles, or a grouping of footwear articles, as the case may be,
as determined by the Secretary of Commerce, for the purposes of
part B of title III of the bill, using the five-digit and seven-digit item
numbers applied to such articles in the Tariff Schedules of the United
States, Annotated.
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Section 326(4) defines the term "entered" as meaning entered, or
withdrawn from warehouse, for consumption in the customs territory
of the United States.

Section 326(5) defines the term "produced" to mean manufactured
or produced.

Section 326(6) defines the term "foreign country" to include a foreign
instrumentality. For this purpose the term "country" is used in an all
inclusive sense; a dependency or colony which is not treated as part of
another country is to be treated as a separate country.

SUBPART 2—EFFECTIVE PERIOD

Section 331. Termination of Title, Extension Under Certain Conditions
Section 331(a) of the bill provides that title III of the bill which

establishes quotas on certain textile and footwear articles is to termi-
nate at the close of July 1, 1976, unless extended under section 331(b).

Section 331(b) provides that the effective period of part B of title III
of the bill may be extended in whole or in part by the President after
July 1, 1976, for such periods (not to exceed 5 years at any one time)
as he may designate if after seeking advice of the Tariff Commission
and of the Secretary of Commerce and of the Secretary of Labor,
the President determines that such extension is in the national interest.

Under section 331(c) the President is required to report promptly
to Congress with respect to any action taken by him to extend the
effective period of part B of title III.

Section 331(d) states that nothing in section 331 affects the validity
of any arrangement or agreement entered into under section 322(a)
before the termination of part B of title III or of any regulations issued
under subsection (a) or (b) of section 322 in connection with any
arrangement or agreement entered into under section 322(a) before
such termination.

PART C—OTHER TARIFF AND TRADE PROVISIONS

SUBPART 1—AMENDMENTS TO THE ANTIDUMPING AND COUNTER-
VAILING DUTY LAWS

Section 341. Antidumping Act, 1921
Section 341 (a) of the bill amends section 201(b) of the Antidumping

Act, 1921, to provide that the Secretary of the Treasury or his delegate
must, within 4 months after a question of dumping is raised by or
presented to him, make the determination required under present
law as to whether there is reason to believe or suspect that the purchase
price of imported merchandise is less, or the exporter's sales price is
less or likely to be less, than the foreign market or constructed value
of the merchandise. If the Secretary's determination is in the affirma-
tive, then under paragraph (2) of such section 201(b), as amended by
the bill, he must publish notice thereof in the Federal Register and
require the withholding of appraisement of any such merchandise
entered on or after such date of publication. Such paragraph (2) also
retains the present provision in the Antidumping Act which authorizes
the Secretary to order that such withholding be made effective with
respect to merchandise entered on or after an earlier date, but in no
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case may the effective date of withholding be earlier than the 120th
day before the question of dumping was raised by or presented to him.

Paragraph (3) of such section 201(b) provides that if the Secretary's
determi:nation is negative, notice thereof must be published in the
Federal Register, but the Secretary may within 3 months thereafter
order the withholding of appraisement if he then has reason to believe
or suspect that dumping is involved; an order of withholding of
appraisement in that case is treated in the same manner as is a with-
holding under paragraph (2) of section 201(b). Such section 201(b) as
amended by the bill also provides that the question of dumping is
deemed to have been raised by or presented to the Secretary on the
date on which a notice is published in the Federal Register that infor-
mation relating to dumping has been received in accordance with
regulations prescribed by him.

Section 341(b)(3) also provides that if the Secretary determines
within 2 months after the question of dumping was raised that the
circumstances are such that a determination cannot reasonably be
made within 4 months, he shall publish notice to that effect, and in
such cases, may take up to 7 months after the question of dumping
was raised to reach a determination.

Section 341(b) of the bill adds a new subsection (b) to section 205
of the Antidumping Act, 1921, which provides that if available
information indicates to the Secretary of the Treasury that the
economy of the country from which merchandise is exported is
state-controlled to an extent that sales of such or similar merchan-
dise in that country or to countries other than the United States do
not permit a determination of foreign market value under section
205(a) of such Act, he shall determine the foreign market value of
the merchandise on the basis of the normal costs, expenses, and
profits as reflected by either (1) the prices at which such or similar
merchandise of a non-state-controlled-economy country is sold either
for consumption in the home market of that country, or to other
countries, including the United States; or (2) the constructed value
of such or similar merchandise in a non-state-controlled-economy
country as determined under section 206 of the Antidumping Act,
1921.

Section 341(c) of the bill makes the amendment made by section
341(a) of the bill effective on the 180th day after the date of enactment
of the bill.

Section 341(c) of this title amends section 210 of the Antidumping
Act to make it clear that the right of protest referred to in section 210
includes the right of an American manufacturer, producer or whole-
saler of merchandise of the same class or kind as foreign merchandise
which is the subject of a determination by the Secretary under section
201(c). This section 341(c) also amends section 516 of the Tariff Act
of 1930 to add a new subsection (d) which would provide the proce-
dure for the U.S. manufacturer, producer or wholesaler of merchan-
dise to protest a negative dumping decision by the Secretary of
Treasury.
Section 34. Countervailing Duties

Section 342(a) of the bill amends section 303 of the Tariff Act of
1930 in its entirety, although retaining many of the provisions of
existmg section 303. Subsection (a) (1) of the amended section 303 pro-
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vides that whenever any country or other governmental entity or
private entity, pays or bestows any bounty or grant upon the manu-
facture, production, or export of any article or merchandise manu-
factured or produced in such country or subdivision thereof, then upon
the importation of such article or merchandise into the United States,
whether imported directly from the country of production or other-
wise, and whether such article or merchandise is imported in the same
condition as when exported or has been changed in condition by
remanufacture or otherwise, there is to be levied and paid with respect
to such aiticle or merchandise, in addition to any duties otherwise
imposed, a duty equal to the net amount of such bounty or grant. Th.e
bill adds the requirement that the Secretary of the Treasury must
determine, within 12 months after the date on which the question is
presented to him, whether any bounty or grant is being paid or
bestowed.

Section 303(a)(2) as added. by the bill requires that in the case of
any imported article or merchandise which is free of duty, dulies may
be imposed under section 303 only if there is an affirmative determina-
tion by the Tariff Commission under section 303(b)(1).

Section 303(a)(3) retains the requirement in existing section 303
that the Secretary from time to time must ascertain and determine, or
estimate, the net amount of each such bounty or grant, and declare the
net amount so determined or estimated.

Under section 303 (a) (4) the Secretary is required to make all regu-
lations he may deem necessary for the identification of articles and
merchandise covered by section 303 and for the assessment and
collection of the duties thereunder. Such paragraph (4) also provides
that all determinations by the Secretary under section 303(a), and all
determinations by the Tariff Commission under section 303(b) (1),
whether affirmative or negative, are to be published in the Federal
Register.

Under section 303(b) (1), as added by the bill, the Secretary of the
Treasury must, whenever he determines that a bounty or grant is
being paid with respect to duty-free merchandise, advise the Tariff
Commission which shall determine within 3 months thereafter, and
after such investigation as it deems necessary, whether an industry in
the United States is being or is likely to be injured, or is prevented
from being established, by reason of the importation of such article
or merchandise into the United States and notify the Secretary of that
determination. The Secretary is further required, under such regula-
tions as he may prescribe, to suspend liquidation of any such article
or merchandise which is entered, or withdrawn from warehouse, for
consumption, on or after the 30th day after the date of the publication
in the Federal Register of his determination under section 301(a) (1),
and such suspension will continue until further order of the Secretary.

New section 303(b) (2) provides that if the determination of the
Tariff Commission under section 303(b) (1) is afllrrnative, the Secretary
is to make public an order directing the assessment and collection of
duties in the amount of such bounty or grant as is from time to time
ascertained and determined, or estimated, under section 303(a).

Subsection (c) of the an' ended section 303 provides, that an afFrina-
tive detern'ination by the Secretary of the Treasury under section
303 (a) (1) with respect to any imported article or merchandise which
(1) is dutiable, or (2) is free of duty but with respect to which the
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Tariff Commission has made an affirmative determination under sec-
tion 303(b) (1), applies with respect to articles entered, or withdrawn
from warehouse, for consumption on or after the 30th day after the
date of the publication in the Federal Register of such determination
by the Secretary.

Section 303(d) as added by the bill provides that no countervailing
duty is to be imposed with respect to any article which is subject to
a quantitative limitation imposed by the United States on its importa-
tion, or subject to a quantitative limitation on its exportation to or
importation into the United States imposed under an agreement to
which the United States is a party, unless the Secretary of the Treas-
ury determines, after seeking information and advice from such agen-
ciés as he deems appropriate, that such quantitative limitation is not
an adequate substitute for the imposition of a countervailing duty.
This determination is to be made on an article-by-article basis.
Furthermore, in the case of a quantitative limitation with respect to
an article which applies only if the article does not exceed a stated
value, the determination shall be made as if the article, when valued
below the stated amount, constituted a separate article.

Section 342(b) of the bill provides that the amendment made by
section 342(a) takes effect on the date of the enactment of the bill,
except that the last sentence of section 303(a) (1) of the Tariff Act of
1930 (requiring that bounty determinations be made within 12 months
after presented) applies only with respect to questions regarding
bounties presented on or after such date of enactment.

SUBPART 2—TARIFF COMMISSION

Section 351. Independent Status of the Tariff Commission
Section 351 of this title amends section 330 of the Tariff Act of

1930 to provide that except as otherwise specifically provided by law,
the Tariff Commission shall be independent of the Executive.

SUBPART 3.—THE GENERAL AGREEMENT ON TARIFFS AND TRADE

Section 361 of this title would direct t.he Executive Branch to study
and submit to the Congress reports on important issues involved in
international trade.

Section 361 (a) would involve all presently existing provisions and
interpretations of the GATT. It would include but not be limited to:

(1) The most favored nation principle, the special exceptions
therto, the effect of these exceptions on U.S. trade and investment
patterns;

(P2) The provisions on expoi4t subsidies and border taxes and the
rationale underlying the different treatment of direct and indirect
taxes insofar as border tax adjustments are concerned;

(3) The adequacy of provisions on agricultural trade;
(4) The adequacy of provisions dealing with balance of pay-

ments matters;
(5) The provisions on unfair tra'de practiices and relief from

injurious imports; and
(6) The provisions on "compensation" and "retalistion."

Section 361(b) wuuid direct the Executive Brandh to study a num-
ber of specific problems including:

52—149 O—70—--——21
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(1) A United States negotiating position with respect to the
quantitative restrictions that remain in effect in many countries;

(2) The border tax—export rebate system of the European
Community with particular reference to U.S. countervailing duty
laws;

(3) The common agricultural policies of the European Com-
munity;

(4) Discriminatory government procurement policies•
(5) The probable effects of British entry into the áommon

Market on United States trade and balance of payments;
(6) The effect of foreign exchange-rate changes on U.S. trade

and tariff concessions;
(7) An analysis of whether or not greater flexibility in foreign

exchange rates would serve in the interests of United States and
world trade;

(8) The nature and extent to which other countries subsidize
their exports directly or indirectly;

(9) A comparative analysis of various proposals to extend
"tariff preferences" to the products of less developed countries
with particular emphasis on the effects on U.S. trade and invest-
ment patterns and on U.S. labor; and

(10) The various agency responsibilities within the Executive
Branch for handling all U.S. foreign trade matters, and the means
by which policy coordination is achieved.

Section 361(c) of this title provides that the Executive shall com-
plete these studies by December 31, 1971.

Section 362 of this title directs the Tariff Commision to conduct
studies and submit reports on them to the Committee on Finance not
later than December 31, 1971, on the following subjects:

(1) The tariff and nontariff barriers among the principal
trading nations in the industrialized countries, including an
analysis of the disparity in tariff treatment of similar articles of
commerce by different countries. This analysis is to explore the
reasons for the disparities;

(2) The nature and extent of the tariff concessions granted in
the GATT by the principal trading nations in the industrialized
countries;

(3) (a) The foreign customs valuation procedures and those of
the United States with a view to developing and suggesting uni-
form standards of custom valuation which would operate fairly
among all classes of shippers in international trade and (b) the
economic effects which follow if the United States adopts such
standards of valuation, based on rates of duty which will become
effective on January 1,1972; and

(4) The implications of multinational firms on the patterns of
world trade and investment and on U.S. trade and labor.

It is the committee's expectation that these studies will lead to con-
structive proposals for international principles for insuring free and
fair competition in world markets and which would guarantee reci-
procity for U S. trade and investment. Only on the basis of the full
facts can the committee and the Congress exercise its Constitutional
prerogative and responsibilities in the field of international trade.
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SUBPART 4—MISCELLANEOUS PROVISIONS

Section 371. Amendments to Automotive Products Trade Act of 1965
Section 371(a) of the bill amends Section 302(a) of the Automotive

Products Trade Act of 1965 to authorize the filing of petitions by
firms or groups of workers with the President for certifications of
eligibility to apply for adjustment assistance under title III of the 1962
Act. Under existing law, the last day on which such petitions could be
filed was June 30, 1968.

Section 371(b) amends the side heading of section 302 of such Act
of 1965 to read "Special Authority".

Section 371(c) amends subsections (c) and (d) of such section 302
to provide that in determining whether groups of workers or firms are
eligible to apply for adjustment assistance, the President is to con-
sider whether or not the operation of the Agreement Concerning Auto-
motive Products Between the Government of the United States of
America and the Government of Canada has been a substantial factor
(rather than the primary factor, as under existing law) in causing or
threatening to cause dislocation of the firm or group of workers.
Section 371(c) also makes a conforming change in section 302(g) (2)
of such act of 1965.

Section 371(d) provides that the amendments made by section 341
apply with respect to petitions for certification of eligibility filed
after the date of the enactment of the bill, except that such amend-
ments will apply only with respect to dislocations which began after
June 30, 1968. Where such a dislocation began after June 30, 1968,
and before July 1, 1970, such amendments will apply only if the peti-
tion concerned is filed on or before the 90th day after such date of
the enactment.

Section 371(e) directs the President to secure elimination by the
Government of Canada of its duties and other import restrictions on
automobiles produced in the United States. If this is not achieved
before January 1, 1973, the amendment directs the President to
exercise the authority conferred on him by section 204 of the Auto-
motive Products Act of 1965 to terminate in whole or in part procla-
mations issued under such Act.
Section 372. Rates of Duty on. Mink F'urskins; Repeal of Embargo on

Certain Furs
Section 372(a)(1) of the bill adds new items to schedule 1, part 5,

subpart B of the Tariff Schedules to establish a tariff rate quota on
mink furskins. A quota of 3,600,000 skins is established for each cal-
endar year and is allocated on a quarterly basis. Raw or not dressed
skins entered within the quota are duty free (as at present) if the
column 1 rate applies and dutiable at 30% ad valorem if the column 2
rate (rate applied if the article is the product of a designated Com-
munist country) applies. Dressed furskins entered within the quota,
if in the form of plates, mats, linings, strips, crosses, or similar forms,
are dutiable at 12% ad valorem if not dyed (35% ad valorem if the
column 2 rate applies) and at 14% ad valorem if dyed (40% ad valorem
under column 2). Other dressed furskins entered within quota if not
dyed are dutiable at 3.5% ad valorem (25% ad valorem under column
2) and if dyed are dutiable at 5.5% ad valorem (30% ad valorem under
column 2). Any furskin, whether or not dressed and whetber dyed or
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not dyed, which is entered in a calendar year after the quota for that
year is filled is dutiable at 25% ad valorem under column 1 and 40%
ad valorem under column 2.

Section 372(a)(2) adds a new item 791.12 to schedule 7, part 13,
subpart B of the Tariff Schedules making garments of mink dutiable
at 14% ad valorem under column 1 and at 50% ad valorem under
column 2.

Section 372(b) repeals the existing embargo in headnote 4 to
schedule 1, part 5, subpart B of the Tariff Schedules on ermine, fox,
kolinsky, marten, mink, muskrat, and weasel furskins, raw or not
dressed or dressed, which are the product of the Soviet Union or
Communist China and applies a duty of 30% ad valorem on these
articles, raw or not dressed.

Section 372(c) makes the amendments and the repeal effected by
section 372 of the bill applicable with respect to articles entered, or
withdrawn from warehouse, for consumption on or after January 1,
1971.

Section 373. Rate of Duty on Glycine and Certain Related Products
Section 373(a) of title III of the bill amends schedule 7, part 13, sub-

part B of the Tariff Schedules to provide a tariff rate quota on glycine
(aminoacetic acid) and salts thereof, and certain mixtures of glycine
or its salts. Under the quota, the first 1,500,000 pounds of the articles
entered during any calendar year, and the first 375,000 pounds entered
during any calendar quarter are dutiable at 8.5% ad valorem if the
column 1 rate applies and at 25% ad valorem if the column 2 rate
applies. Glycine, salts, and mixtures entered after the annual quota
is filled in a calendar year or the quarterly quota is filled in a calendar
quarter are dutiable at 8.5% ad valorem plus 25 cents per pound under
column 1 and at 25% ad valorem plus 25 cents per pound under
column 2.

Section 373(b) makes the tariff rate quota established in section
344(a) effective with respect to articles entered on or after January 1,
1971.

Section 374. Ski Bindings
Section 374 of the bill amends schedule 7, part 5, subpart D of the

Tariff Schedules to provide a new rate on parts of ski bindings (TSUS
734.97) of 3% ad valorem on January 1, 1971.
Section 375. Invoice Information

Section 375 of title III of the bill amends section 481(a) of the Tariff
Act of 1930 (relating to information required on invoices of imported
merchandise) to require that such invoices contain such information
as to product description as is required to be made a part of the entry
by provisions of the Tariff Schedules of the United States, Annotated.
Section 876. Reports of Imports and Exports

Section 376 of title III of this bill amends section 301 of title 13 of
the United States Code to require the Secretary of Commerce in
compiling and publishing any information:

(1) With respect to imports to state:
(A) The dutiable value of the imported article; and
(B) The c.i.f. value of the imported article; and
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() With respect to exports to state separately fro.m the total
value of all exports:

(A) (i) the value of agriculture commodities exported
under the Agricultural Trade Development and Assistence
Act of 1954, as aniended; and

(ii) the total amount of all export subsidies paid to ex-
porters by the United States under such Act for the exporta-
tion of such commodities; and

(B) the value of goods exported under the Foreign Assist-
ance Act of 1961.

Section 377. Certain Meat and Meat Products
Section 377 of title III of the bifl amends Public Law 88—482 to

include "prepared" fresh, chilled and frozen beef and veal in the basic
meat import quota provisions of that Act and to allocate the annual
total quantities of all meats subject to import limitations on a quarterly
basis.

Section 378. Trade With Foreign Countries Permitting Uncontrolled
Production of or Trafficking in Certain Drugs

Section 378 of title III of the bill authorizes the President of the
United States to impose an embargo or suspension of trade with a
nation which permits the uncontrolled or unregulated production of
or trafficking in opium, heroin, or other poppy derivatives in a manner
to permit these drug items to fall into illicit commerce for ultimate
disposition and use in the United States.
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VIII. AMENDMENTS TO PUBLIC ASSISTANCE PROGRAMS
AND WORK INCENTIVE PROGRAM

A. AID TO THE AGED, BLIND, AND DISABLED

The committee has a continuing deep concern for those of our
citizens who are in financial need because of old age or because of
blindness or other crippling disabilities. Accordingly, the committee
bill adds provisions to the House bill which significantly improve
welfare benefits for such individuals. At the same time, recognizing
the already heavy burden of welfare expenditures faced by the States,
the committee has included in the bill provisions which will not only
assure no increase in State costs because of the improvements in
welfare for the aged, blind, and disabled, but will also actually reduce
State budgets for these programs.

NATIONAL MINIMUM INCOME STANDARD FOR THE NEEDY AGED, BLIND,
AND DISABLED

(Sec. 501 of the bill)

Under present law, each State determines the level of assistance
which it will provide to needy persons under the Federally-matched
programs of aid to the aged, blind, and disabled. The committee recog-
nizes that this arrangement is basically sound in that it allows each
State to design its program in accord with its resources and with the.
level of costs prevailing within the States. However, the committee
also feels that it is both possible and appropriate to establish by Fed-
eral law a minimum level of income support applicable on a nation-
wide basis to all needy persons who are aged, blind, or disabled. Ac-
cordingly, the committee bill would require States to provide a level
of assistance sufficient to assure persons in these categories a total
monthly income from all sources of at least $130 for a single individual
and at least $200 for a couple. Each State would, of course, remain
free to continue or establish a higher standard.

Old-age assistance: State needs standards and payment levels

Single person Couple

Payment Payment
to person

with no
to couple

with no
Standard other Standard other

of need income of need income

Alabama. $140 $97 $235 $194
Alaska 211 211 273 273
Arizona.. 118 85 164 164
Arkansas. 135 94 224 188
California 171 171 306 306

(327)
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Old-age assistance: State needs standards and payment levels—Continued

Single person Couple

Standard
of need

Payment
to person

with no
other

income
Standard

of need

Payment
to couple

with no
other

income

Colorado 132 132 264 264
Connecticut 136 136 184 184
Delaware 130 100 184 184
District of Columbia 132 112 181 153
Florida 114 85 170 170

Georgia 93 84 151 151
Guam 120 120 161 161
Hawaii 122 122 191 191
Idaho 153 153 190 190
Illinois 176 176 221 221

Indiana 128 80 183 160
Iowa 122 113 186 172
Kansas 128 128 173 173
Kentucky 94 94 156 156
Louisiana 137 89 210 166

Maine 130 115 205 205
Maryland 91 91 124 124
Massachusetts 169 169 243 243
Michigan 156 156 198 198
Minnesota 143 143 196 196

Mississippi 120 65 184 130
Missouri 166 91 242 182
Montana 110 110 172 172
Nebraska 182 182 235 235
Nevada 165 165 264 264

New Hampshire 160 115 196 196
New Jersey 157 157 232 232
New Mexico 116 116 159 159
New York 162 162 234 234
North Carolina 108 108 132 132

North Dakota 147 140 190 180
Ohio 119 119 199 199
Oklahoma 122 122 206 206
Oregon 141 113 200 160
Pennsylvania 128 128 193 193

Puerto Rico 54 18 88 29
Rhode Island 163 163 211 211
South Carolina 87 80 121 121
South Dakota 145 138 189 189
Tennessee 102 97 142 142

Texas 115 115 184 184
Utah 76 76 122 122
Vermont 137 137 200 200
Virgin Islands 59 59 102 102
Virginia 138 138 179 179

Washington 192 192 247 247
West Virginia 146 76 186 97
Wisconsin 103 103 164 164
Wyoming 138 104 182 178
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For aged single individuals who have no other income, this pro-
vision would result in increased assistance in about 31 States where
monthly payments to such persons now range from $85 to $128. Aged
couples would receive increased assistance payments in about 3fl
States.

Concurrently with establishing national minimum standards for
assistance to the aged, blind, and disabled, the committee bill would
also make persons receiving assistance under these programs ineligible
to participate in the food stamp program. in effect, the committee hiU
would give needy persons more cash in lieu of food stamps.

Effective date—April 1, 1971.

PASS-ALONG OF SOCIAL SECURITY INCREASES TO WELFARE RECIPIENTS

(Sec. 502 of the bill)

Under the committee bill, social security benefits would be increased
by 10 percent, with the minimum basic social security benefit increased
to $100 from its present $64 level. If no modification were made
in the present welfare law, however, many needy aged, blind, and
disabled persons would get no benefit from these substantiaL
increases in social security since offsetting reductions would be
made in their welfare grants. For example, a needy aged individual
in the State of Colorado is now eligible for a public assistance grant
which will assure him a total monthly income of $132. If he now gets
the minimum social security benefit of $64, his assistance grant. would
be $68. If his social security benefit is raised to $100, his welfare grmt
would be reduced to $32 leaving him with the same total monthly
income of $132 and no net benefit from his social security increase. To
assure that such individuals w-ould enjoy at least some benefit from
the social security increases, the committee bill requires States to raise
their standards of need for those in the aged, blind, and disabled cate-
gories by $10 per month for a single individual and $15 per month for
a couple. As a result of this provision, recipients of aid to the aged,
blind, or disabled who are also social security beneficiaries would en-
joy an increase in total monthly income of at least $10 ($15 in the case
of a couple). Thus, in the above example, the needy aged individual
in Golorado would have his welfare grant reduced by $10 less than the
increase he receives in social security. This would leave him with a
total monthly income of $142 as compared with his total income under
present law of $132.

Under the committee bill, all social security beneficiaries also re-
ceiving aid to the aged, blind, or disabled would be guaranteed an
increase in totai income of at least $10 ($15 for a couple). The social
security pass-along provision would affect needy aged, blind, and
disabled persons in States which now have standards .f need in excess
of $120 for single individuals or $185 for couples. Recipients in States
with lower standards would receive an increase in total monthly
income of at least $10 ($15 for a couple) as a result of the provision
establishing national minimum standards of $10 for aged, blind, or
disabled individuals and $200 for couples.

Effect i've date—April 1, 1971.
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DEFINITIoNS OF BLINDNESS AND DISABILITY

(Sees. 503 and 504 of the bill)

Under present law each State is free to prescribe its own definition
of blindness and disability for purposes of eligibility for aid to the
blind and aid to the permanently and totally disabled. The com-
mittee believes that the definition of these basic eligibility factors is
a proper area for the establishment of nationally uniform standards.
Accordingly, the committee bill makes applicable to these programs
the definitions of blindness and disability which are used in the dis-
ability insurance program established under Title II of the Social
Security Act.

The term "disability" would be defined by the committee bill as "in-
ability to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment which
can be expected to result in death or has lasted or can be expected
to last for a continuous period of not less than 12 months." Un-
der the disability insurance program, this definition is now found in
section 223(d) (1) of the Social Security Act. The provisions of the
disability insurance program further specify that this definition is
met only if the disability is so severe that an individual "is not only
unable to do his previous work but cannot, considering his age, educa-
tion, and work experience, engage in any other kind of substantial
gainful work which exists in the national economy, regardless of
whether such work exists in the immediate area in which he lives, or
whether a specific job vacancy exists for him, or whether he would be
hired if he applied for work." (Sec. 223(d) (2) (A).) This same test
would apply in determining eligibility for welfare.

The term "blindness" would be defined as "central visual acuity of
20/200 or less in the better eye with the use of correcting lens."
(Sec. 216 (i) (1) (B).) Also included in this definition would be the
particular sight limitation which is referred to as "tunnel vision."

The committee bill would permit States to continue assistance to dis-
abled or blind individuals who are now on the rolls under the existing
State definition, but who would not meet the Federal definition of
blindness or disability.

Effective date—April 1, 1971.

AID TO THE BraNu—PRornBrnoN OF LIENS

(Sec. 505 of the bill)

Under present law, States may at their discretion impose liens
against the property of recipients of cash public assistance grants.
The committee feels that it is inappropriate to require a blind individ-
ual to agree to a lien against his property in order to be eligible to
receive welfare assistance. Accordingly, the committee bill would pro..
hibit the imposition of such liens against the property of blind in-
dividuals as a condition of eligibility for aid to the blind.

Effective date—April 1, 1971.
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FISCAL RELIEF FOR THE STATES

(Sec. 506 of the bill)
The committee is aware that the rapid growth of welfare ex-

penditures in recent years has severely strained the fiscal capacities of
the States, and feels that the States should not be made to bear the
additional costs resulting from the improvements which the com-
mittee bill makes in the welfare programs for the aged, blind, and
disabled. In particular, the committee notes that some of the States
which are already among those making the greatest fiscal effort in
these programs relative to per capita income would also be among the
States required by this bill to make the largest increases in their levels
of assistance. 'While a certain amount of fiscal relief will accrue to the
States to the extent that welfare grants are reduced because of the
increases which the bill provides in social security benefits, this relief
is not necessarily distributed in a way which reflects the relative
welfare burdens of the States under present law or under the ad-
ditional requirements imposed by the bill.

The committee bill accordingly contains a provision to assure that
with respect to aid for the aged, blind, and disabled all the additional
expenditures required by the bill will be met without increasing State
costs, and, furthermore, that the present State liabilities under these
programs will be reduced. The bill provides that States in future
years will not be required to spend more for assistance to the aged,
blind, and disabled than 90 percent of their expenditures for this pur-
pose in calendar year 1970. The 10 percent savings would be paid
from Federal funds as would the full amount of any increased ex-
penditures resulting from mandatory provisions of the bill (such as
the $10 pass-along of social security increases and the $130 national
minimum standard for assistance to the aged, blind, and disabled).
Increases in caseloads resulting from normal program growth (for
example, as a result of population increases) would also be fully paid
for with Federal funds, but increased expenditures resulting from
liberalizations in State welfare programs not required by Federal law
would not be covered by the 90 percent limitation. The costs of any
such non-mandatory program liberalizations would be shared by
the Federal and State Governments in accordance with the regular
matching provisions.
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6

52
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36

4

140 84 100 56 40
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In the hypothetical State described in the above table, total Federal-
State expenditures for calendar year 1970 are $100 million with the
State now paying 40 percent ($40 million) and the Federal Govern-
ment paying 60 percent ($60 million). In a future year, the costs of
the program based on the continuation of present program levels could
be $100 million to which might be added a cost of $10 million result-
ing from population increase and other normal program-growth
factors, and a cost of $20 million resulting from the social security pass-
along, the national minimum standard of $130 and other mandatory
requirements of t.he committee bill. This would bring program costs
for the year in question to a total of $130 million. Tinder present match-
ing provisions as applicable to this State, the Federal Government
would pay 60 percent ($78 million) and the State would pay 40 per-
cent ($52 million). The committee bill, however, would limit the
State's share of these expenditures to $36 million—90 percent of its
1970 expenditures of $40 million. Thus, under the committee hilt, the
total program costs of $130 million would be shared as follows: Federal
share of $94 million (72%); State share of $36 million (28%). If, in
the following year, total expenditures rose to $150 million, the State's
share would remain at $36 million. (On a percentage btusis, its share
would drop to 4%).

If, however, a State raised its standards to more than the amount
required by the $10 social security pass-along provision or the $130
national minimum, or if it made other program liberalizations not
required by the committee bill, it would ha've to bear its full share of
the extra costs resulting from such actions according to the regular
Federal-State matching provisions. Thus, in the above example, if
there were $10 million of additional costs from optional State liber-
alizations, the State would be responsible for 40 percent of these costs—

36
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How this provision could work is illustrated in the following table.

Illustration of how committee bill could affect expenditures for aid to the aged, blind,
and disabled in a hypothetical State

fin millions of doilarsi

Federal State

Present Commit- Present Commit-
Total matching tee bill matching tee bill
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$4 million—which would be added to its $36 million share of other
program costs.

Effective date—April 1, 1971.

B. FEDERAL CHILD CARE CORPORATION

(Sec. 510 of the bill)
At the present time the lack of adequate child care represents

perhaps the single greatest impediment to the efforts of poor
families, especially those headed by a mother, to achieve economic
independence.

The Committee oii Finance has long been involved in issues relat-
ing to child care. The committee has been dealing with child care as a
segment of the child welfare program of the Social Security Act since
the original enactment of the legislation in 1935. Over the years, au-
thorizations for child welfare funds were increased in legislation acted
on by the committee.

A new emphasis began with the Public Welfare Amendments of
1962, in which the committee placed increased stress on child care serv-
ices through a specific earmarking of child welfare funds for the pro-
vision of child care for working mothers. In the 1967 Social Security
Amendments, the committee made what it 'believed to be a rnonumental
commitment to the expansion of child care services as part of the work
incentive program. Although the legislative hopes have not been met,
and much less child care has been provided than was anticipated, it is
a fact that child care provided under the Social Security Act consti-
tutes the major Federal support for the care of children of working
parents today. Through its support of child welfare legislation and
programs, t.he committee has shown its interest, too, in the quality of
care which children receive.

As part of its continuing concern for the welfare of families with
children who are in need, the committee is proposing a new approach
to the problem of expanding the supply of child care services and
improving the quality of these services. The committee bill thus in-
eludes provision for the creation of a Federal Child Care Corpora-
tion, with the basic goal of making child care services available
throughout the Nation to the extent they are needed. It is the com-
mittee's belief that this new and innovative approach to child car'
services can make a substantial impact on the Nation's problems of
poverty and dependency.

NEED FOR CHILD CARE SERVICES

The need for child care resources is great and is growing,and it re-
flects the increasing participation of mothers in our Nation's labor
force. The number of working mothers has increased more than seven
times since 1940, and has more than doubled since 1950. There are, at
the present time, approximately 13 million women with children
under age 18 who are in the labor force. More than four million of
these women have children under age 6.

Furthermore, the number of women workers is expected to grow
rapidly in the years to come, and in fact is expected to increase faster

52—149 O—70-———22
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than the number of men workers. It is estimated that by 1980, the
labor force will include more than 5 million mothers between the ages
of 20 and 44 who have children under age 5. This would represent an
increase of more than 40 percent in the number of such mothers just
over the next decade.

We know that at the present time there are many mothers who
would be working if they could arrange adequate care for their
children. This is as true of mot.hers in low-income families as it is of
middle-class mothers. A recent study of welfare mothers in New York
City showed that seven out of 10 would prefer to work if they could
find care for their children. Similarly, studies and statistics relating
to the Work Incentive Program (WIN) for recipients of aid to
families with dependent children have shown that lack of child care
is a major impediment preventing mothers from participating in em-
ployment and training programs.

A recent study by the Department of Health. Education, and Wel-
fare on the Aid to Families with Dependent. Children program points
out that in the 1960's the proportion of AFDC women with high em-
ployment potential increased from 25.3 percent in 1961 to 44.5 percent
in 1968. The researcher, Perry Levinson, stated that "as the AFDC
caseload grew ever larger between 1961 and 1968, recipients were more
and more women who had stronger educational and occupational back-
grounds, that is, high employment potential." However, over 80 per-
cent. of the women reportedly coul.d not take jobs because they had
children under 8 at home, while more than 50 percent lacked day-care
facilities.

The facts and figures document the very great. demand by parents
at all economic levels for child care resources. Tnfortunatelv, we can
also document the very poor supply of resources available to meet this
demand.

Recent statistics indicate that, licensed child care facilities today can
accommodate only between 600.000 and 700,000 children. That is. of
course. only a.fract.ion of the children who now need child care serv-
ices. Many "latchkey children" are left with no supervision whatso-
ever; other children are placed in child care programs which do not
even provide custodial care of adeluate. nua,litv, much less the kind of
care which would meet the child's individual needs for healthy de-
velopment.

The committee is concerned that in spite of greatly increased will-
ingness to pay for child care services by both governmental institu-
tions and by private individuals, the supply of child care services is
not increasing ranidly. In 1967. when the Congress established the
Work Incentive Program, unlimited Federal matching funds were
authorized for child care for mothers in work and training. Desnite
a Federal appropriation of $25 million in fiscal year 1969. only 4
million was actually used to nurchase child care. In fiscal veer 1970.
$52 million was annrooriated but only 1 8 million was used. The T)e.-
partment of Health, Education, and Welfare showed itself unable
to utilize funds appropriated by the Congress to expand the availnhil
ty of child care.

A major reason for this failure to utilize the funds available was the
lack of administrative organization, initiative and know-how to create
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and provide child care services, as well as barriers at the local level
through licensing and other requirements. In other words, the present
method of simply providing matching funds to the States and hoping
that child care will become available is not working. It is not resulting
in the necessary increase in supply.

The States themselves have had very limited resources to devote to
child care, and for many of them child care services have been given
a low priority. A number of State governments are not staffed to
handle child care services, even on a minor scale. Many States which
have established licensing requirements do not have the staff to con-
structively help organizations wishing to establish child care facilities
to meet the licensing requirements.

In very few instances is there strong State initiative in promoting
the development of child care resources. Private voluntary organiza-
tions by their own efforts alone are not capable of meeting the
magnitude of need for child care services, however admirable a job
they are able to do in individual instances. Local governments have
shown themselves generally to be incapable of providing leadership in
this area, and in many cases unnecessarily restrictive and complex lo-
cal ordinances make it difficult for any group to establish a licensed
child care facility.

Private enterprise has begun to move into the gap, and in some area
is doing an excellent job in providing needed child care. On its own,
however, we cannot expect private enterprise to do the whole iob of
organizing and providing a wide range of child care services wherever
they are needed in the Nation.

It is the committee's view that we need a new mechanism in facing
t.his problem, a single organization which has both the responsibility
and the capability of meeting this Nation's child care needs. It must
be an organization which has the welfare of families and children at
the forefront, an organization which, though national in scope, will
be able to respond to individual needs and desires on the local level.
It must be an organization which will be able both to make use of the
child care resources which now exist and to promote the creation
of new resources. It must be able to utilize the efforts of governmental
agencies, private voluntary organizations, and private enterprise.

The new Federal Child Care Corporation, which would be created
under the committee bill, is intended to be such an organization.

ESTABLISH1ENT OF FEDERAL CHIin CARE CORPORATION

The basic goal of the Corporation would be to arrange for making
child care services available throughout the Nation. to the extent they
are needed. As its first priority, the Corporation must provide services
to present, past., and potential welfare recipients who need child care
in order to undertake or continue employment or training.

To provide the Corporation with initial working canital, the Secre-
t.arv of the Treasury would be required to lend t.he Corporation 5O
million as working capital, to be placed in a revolving fund. With
these funds t he Cornoration would begin arranging for day care serv-
ices. Initially, the Corporation would contract with existing public.
nonprofit nrivate, or proprietary facilities providing child care serv-
ices. The Corporation would also provide technical assistanc and ad-
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vice to groups and organizations interested in setting up day care
facilities under contractual relationship with the Corporation. The
committee bill would in addition authorize the Corporation to provide
child care services directly in its own facilities. It would be expected
that services would be provided directly only where they are not other-
wise available or where the quality of existing services is unacceptably
low.

FINANCING CHILD CARE PRovIDED BY THE CoRPonTIoN

The Corporation would have three sources of funds willi which
to operate:

1. A $50 million loan from the Treasury to initiate a revolv-
ing fund;

2. Revenue bonds which could be sold to finance coiistruction of
facilities (this is discussed in more detail below) ,and

3. Fees paid for child care services.
Of the three, fees represent. by far the most important source of

funds.
The Corporation would charge fees for all child care services pro-

vided or arranged for; these fees would go into the revolving fund to
provide capital for further development of child care services. The
fees would have to be set at a reasonable level so that parents desiring
to purchase child care can afford them; but the fees would have to
be high enough to fully cover the Corporation's costs in arranging
for the care.

It should be emphasized that. the Federal Child Care Corporation
whlich w-ould be created under the committee bill would provide a
mechanism for expanding the availability of child care services, but
it would not itself provide funds for the subsidization of child care
provided the children of low income working mothers. These costs
would be met, as under present law, through the welfare programs,
although the Federal share for child care costs would be raised from
75 percent to 90 percent (in certain cases, 100 percent). It would be
expected that the Corporation would derive a major source of its
funding from fees charged for child care provided the children of
mothers on welfare.

In view of the past history, the committee anticipates that in most
cases, welfare agencies will find it convenient to utilize the Corpora-
tion for the provision of child care services. However, the committee
bill would not require them to do so.

If after its first 2 years the Corporation felt it needed funds for
capital investment in tl1e construction of new child care facilities or
the remodeling of old ones, it would be authorized to issue bonds
backed by its future fee èollections. Up to $50 million in bonds could
be issued each year beginning with the third year after the Corpora-
tion's establishment, with an overall limit of $250 million on bonds
outstanding.

The committee bill iscarfully designed so that the Corporation's
operations and capital expenditures over the long 'run wOuld not cost
th taxpayers a penny. The Corporation would pay interest on the ini-.
tial $50 million loan from the Treasury, interest which each year
would match the average interestpaid by the Treasury on its borrow-
ings. The Corporation would further be required to amortize the loan
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over a 25-year period by paying back principal at the rate of $ million
annually. Fiiially, the Corporation's capital bonds would be sold di-
rectly t.o the public and would not be guaranteed by the Government,
hut only by the future revenues of the Corporation.

KiNDS or CHILD CRE OFFImE!)

From the standpoint of parents, the Corporation would provide a
convenient source of all kinds of child care services, at reasonable
fees. Like theSocial Security Administration, the Corporation even-
tually would maintain offices in all larger communities of the Nation,
where parents desiring child care services would be able to obtain
them through the Corporation either directly in Corporation facilities
or in facilities under contract with the Corporation. In either case,
the parents could be confident that the child care services were under
the supervision of the Corporation and met the standards set forth
in the bill.

rfhe bill would require the Corporation to make available a wide
variety of child care services, some already well known and some
unavailable in most places today. For example:

Parents piimarily interested in an intensive educational experi-
ence for their preschool-age children w-ould be able to send their
children to nursery schools, kindergarteris (where these are not
already provided by the school system), or child development
centers such as those under the Headstart program.

Parents seeking full-day child care in a facility offering a
balanced program of education arid recreatiOll for preschool-age
children would be able to send their children to a child care center.

Parents wishing to have their preschool-age child cared for in
a home setting among a small group of children under the super-
vision of a trained adult would be able to select a family day
care home.

Parents of school-age children would be able to choose a facility
whose hours and programs were patterned to complement the
child's day in school. School-age child care could take the form
of a recreational program run by the school itself, or it could be
offered, like preschool-age child care, in a center or under trained
adult supervision in a home.

Parents seeking child care during the summer vacation would
be able to send their children to clay camps or summer camps.

The Corporation would be required to establish temporary 01
drop-in child care facilities for the parent who requires child care
services from time to time while taking courses at a school or
university, shopping, or otherwise engaged.

The Corporation would be required to arrange for at-home
èhild care, or babysitting. This would enable a parent to con-
tinue at work if the child became siëk or had a brief school vaca-
tion. It would also assure the parent of the availability of baby-
sitting during th day as well as in the evening when the parent
was absent.

Parents requiring child care services regularly at night would
be able to send them to night. care facilities, primarily designed
to care for the child during sleeping hours. Nurses, marnteriance
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staff, and persons in other nighttime jobs now find it almost im-
possible. to arrange for child care services while they work.

Parents requiring care for their children 24 hours a day for
less than a month would be able to arrange for the care at a board-
ing facility. This kind of facility, which could be a summer camp,
would provide care if the parents planned to be away for a week-
end or for a vacation. If a welfare agency were pui-chasing care
on the child's behalf, provision could be made for a disadvantaged
child in a city to be sent to summer camp.

ESTABLISHING NEW CHIru CARE FACILITIES

The Corporation will depend for its success in expanding the avail-
ability of child care services on the efforts of public and private groups
at the local level in establishing child care facilities. It is the commit-
tee's hope that local parent groups, churches, and other organizations
will be stimulated to establish child care facilities. Today, such groups
must go through cumbersome administrative procedures to establish
a child care facility, if indeed they are able to establish one at all.

Under the committee bill, they would merely need to contract with
the Corporation for the provision of child care services. If the Cor-
poration is assured that the group can fulfill its commitment, the group
will be able o receive advance funding to begin operations. Moreover.
certification by the Corporation will replace the present time-con-
suming approvals required from various agencies at the local level.

If the Corporation is in particular need of child care facilities in an
area and facilities exist but are of low quality, the Corporation might
contract with the understanding that the facility will be improved.
If t.he promised improvement does not take place, the Corporation
would he expected to provide child care services directly in the future.
rather than to continue to contract for services of unacceptable quality.

Child care services organized by parents or run with extensive
r)are.nf. participation have shown great promise in raising the ediwa-
tional level of disadvantaged children in deDrived areas. Groups in-
terested in promoting parent involvement, should find it possible to
establish child care facilities through the Corporat.ion where they are
unable to do so today.

TRAINING OF CHILD CARE PERSONNEL

The committee regrets that lack of trained personnel has hampered
efforts to expand child care services in the past. It is clear that the
purpose of establishing the Federal Child Care Corporatiion will be
frustrated if this situation is not chanced. Authority already ests
under section .426 of the Social Security Act for the training of
personnel in the child care field. It is the committee's intention that
sufficient funding be sought under this authority to greatly expand
child care personnel.

In addition, the committee feels that many mothers receiving Aid
to Fam1lies with Depemlent. Chi1dren have both the inclination and
the ability to provide child care for other children. It is the commit-
tee's intention that welfare mothers and other women in low-income
neighborhoods where the need for child care services is greatest be
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given the highest possible priority in training additional child care
personnel. It is with this goal in mind that the committee bill would
direct the Secretary of Labor to utilize the Work Incentive Program
to the maximum extent in providing training for welfare recipients
to become proficient in child care.

In addition, the Corporation is authorized to conduct (either
directly or by contract) in-service training programs to prepare
individuals in the child care field. It is the committee's hope that these
provisions will enable the Corporation to accomplish two aims at
once—ending the dependency of some welfare recipients by providing
opportunities in child care, and expanding child care services so that
other mothers on welfare may have an opportunity for employment.

CoNsTIrncTIoN OF CHILI) CAm FACILITIES

It is the committee's view that child care services can be greatly
expanded through the utilization of existing facilities not now used
during the week. Schools often are not used after school hours,
churches and Sunday schools are frequently available during the
week. Apartment houses, public housing units, office buildings and
even factories caiì serve as convenient child care locations, though
they are seldom so used today. The committee bill provides authority
for the Corporation to issue revenue bonds for capital construction
costs, but it is the committee's intention that construction be resorted
to only when child care services may not otherwise be provided. With
the provisions of the bill discussed below, enabling facilities arranged
for through the Corporation to be safe while avoiding unnecessarily
stringent local building codes, it should be possible to expand facilities
with only sparing resort to the construction authority.

CHILD CARE STANDARDS

As has been noted, of the millions of children who are not cared for
l)y their parents during the day, well under 1 million receive care in
licensed child care facilities. One of the major goals of the committee
bill is to insure that the facilities providing care under the Corpora-
tion's auspices meet national child care quality standards which are
set forth in the bill.

When Dr. Edward Zigler, the head of the Office of Child Develop-
ment in the Department of Health, Education, and Welfare, was be-
fore the Committee for hearings on his confirmation, he was asked if
he agreed that it was unnecessarily difficult to set up a licensed child
care facility in a large city. Dr. Zigler replied:

I think it is probably true that there have been so many de-
mands placed on both profit and non-profit groups that in certain
instances it is becoming ridiculous because there is overlapping
responsibility on the part of local people, State people, and so
forth: I think if we are serious about setting up a worthwhile
social institution such as day care for working mothers we may
have to develop guidelines at a national level which would have
some nationwide application. It would be a standard process be-
cause now it is too difficult and it is too rigid, and I am very
much afraid the professionals have overdone themselves here.
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They have bent so far backwards in protecting the physical wel-
fare at the expense of psychological wellbeing that I do not find
myself in great sympathy with some of the statutes.

As Dr. Zigler points out, overly rigid licensing requirements in
general have ie1egated cluldren to unsupervised and unlicensed care,
if indeed any cre, while their parents work.

The problem is highlighted in a recent report• entitled "Day Care
Centers—The Case for Prompt Expansion," which explains why
day care facilities and programs in New York City have lagged
greatly behind the demand for them:

The City's Health Code governs all aspects of day care center
operations and activities. Few sections of the Code are more de-
tailed and complex than those which set forth standards for day
care centers. The applicable sections are extremely detailed, con-
tain over 7,000 words of text and an equal volume of footnotes,
and stretch over two articles and twenty printed pages.

The provisions of the City's Health Code that apply to day care
center facilities constitute the greatest single obstacle to develop-
ment of new day care center facilities. The highly detailed, and
sometimes very difficult-to-meet, specifications for day care f a-
cilities inhibit the development of new facilities. Obviously
there must be certain minimum fire, health, and safety standards
for the protection of children in day care centers. The provisions
of the Health Code go far beyond this point. Indeed, some sec-
tions of the Code are a welter of complex detail that encourages
inflexibility in interpretation and discourages compliance.

Section 45.11 (i) of the Health Code, for example, reads:
"Toilets shall be provided convenient to playrooms, classrooms
and dormitories and the number of such toilets shall be prescribed
by section 47.13 for a day care service, 49.07 for a school, or 51.09
for a children's institution. In a lavatory for boys six years of
age and over, urinals may be substituted for not more than one-
third of the number of toilets required. When such substitution
is made, one urinal shall replace one toilet so that the total number
of toilets and urinals shall in no case be less than t.he number of
required toilets. Toilets and urinals shall be of such height and
size 'as to be usable by the children without assistance."

Subsection 6 of Section 45.11 of the Health Code is another
example. It prescribes lighting standards for day care centers,
as follows:

(1) Fifty foot candles of light in drafting, typing, or sewing
rooms and in all classrooms used for partially sighted children;

(2) Thirty foot candles of light in all other classrooms, study
halls or libraries;

(3) Twenty foot candles of light in recreation rooms;
(4) Ten foot candles of light in auditoriums, cafeterias, locker

rooms, washrooms, corridors containing lockers; and
(5) Five foot candles of light in open corridors and store rooms.
Legally, only those centers that conform to the Health Code

may be licensed. Faced with Health Code requirements of such
detail, personnel of the Divisions concerned in the Department
of Health 'and in the Department of Social Services have had
to choose between considering the regulations as prerequisites to
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the licensing of new day care centers or merely as goals toward
which to work.

In general, the choice is made in favor of strict interpretation
notwithstanding the fact that this severely handicaps the efforts
of groups attempting to form centers in substandard areas.

The bill includes standards requiring child care facilities to have
adequate space, adequate staffing, and adequate health requirements.
It avoids overly rigid requirements, in order to allow the Corporation
the maximum amount of discretion in evaluating the suitability of
an individual facility. The Corporation will have to assure the ade-
quacy of each facility in the context of its location, the type of care
provided by the facility, and the age group served by it.

To assure the physical safety of children, the bill requires that
facilities must meet the Life Sifety Code of the National Fire Pro-
tection Association. This will provide protection for those many chil-
dren today who are being cared for in unlicensed facilities, the safety
of which is unknown.

Any facility in which child care was provided by the Corporations
whether directly or under contract, would have to meet the Federal
standards in the law, but it would not be subject to any licensing
or other requirements imposed by States or localities. This provision
would make it possible for many groups and organizations to estab-
lish child care facilities under cont.ract with the Corporation where
they cannot now do so because of overly rigid State and local require-
ments. From the standpoint of the group or individual wishing to
establish the facility, this provision would end an administrative night-
mare. Today, it can take months to obtain a license for even a perfect
child care facility, by the time clearance is obtained from agency after
agency at the local level. Under the bill, persons and groups wishing
to establish a child care facility would be able to obtain technical
assistance from the Corporation; they would have to meet the Federal
standards and they would have to he willing to accept children whose
fees were partially or wholly paid from Federal funds, in order to
contract with the Corporation.

REPORTING REQUIREMENT

The bill requires the Corporation to submit a report to each Con-
gress on the activities of the Corporation, including data and infor-
mation necessary to apprise the Congress of the actions taken to
improve the quality of child care services and plans for future
improvement.

BOARD OF DIRECToRS

The Corporation would be headed by a Board of Directors con-
sisting of three members, to be appointed by the President with the
consent of the Senate. The members of the Board would hold office
for a term of three years.

NATIONAL ADVISORY CoUNCIL

A National Advisory Council on Child Care would be established
to provide advice and recommendations to the Board on matters of
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general policy and with respect to improvements in the administra-
tion of the Corporation. The Council would be composed of the Sec-
retary of Health, Education, and Welfare, the Secretary of Labor,
the Secretary of Houing and urban Development, and 12 individuals
(nine of them representative of consumers of child care), appointed by
the Board.

INCREASE IN FEDERAL MATCHING FOR CHILD CARE SERVICES

Under present law, child care for the children of working mothers
who receive public assistance may be paid for in one of two ways:

1. The child care may be arranged by the welfare agency,
which would pay for the care and receive 75 percent Federal
matching; or

2. A mother may arrange for child care herself and in effect
be reimbursed by adding the cost of child care to her welfare
payment as a work expense.

According to the Auerbach Corporation, an organization that
studied the Work Incentive Program, the latter method has by far been
the more common:

Our own findings raise even more doubts about the extent to
which WIN mothers may be benefiting themselves and their fam-
ilies through WIN. In the cities selected for the child care studies,
slightly over two hundred mothers were interviewed to determine
their need for child care, what they were told about child care,
and how it was obtained. Our results show that not only did the
overwhelming majority (eighty-eight percent) arrange their own
plans, independent of welfare, but that most (eighty percent)
were informed by their caseworkers that it was their responsi-
bility to do so. Even more discouraging is that the majority of
mothers (eighty-three percent) who were informed about child
care by their caseworkers were left with the impression that they
could make use of any service they wanted; approved services
were not required.

This situation is reflected in the inability in the Department of
Health, Education, and Welfare to use all the funds appropriated by
the Congress for child care under the Work Incentive Program.

The committee bill would increase the Federal matching percentage
for child care services under the AFDC program from 75 percent to
90 percent, with the Secretary of Health, Education, and Welfare
authorized to waive the requirement of 10 percent non-Federal funds
for a limited period of time when this is necessary in order for any
child care services to be available. States would be required to main-
tain their present level of expenditures for child care services so that
the additional Federal funds would not simply replace State funds.

Under present law, Federal matching is provided for all individuals
who need child care services in order to participate in employment
or training under the Work Incentive Program, and States are re-
quired to make such services available. States may, at their option,
provide services for other past, present, or potential recipients of
welfare. The committee bill retains these prOvisions, and 90 percent
Federal matching would be available to provide services in all of
these circumstances.
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C. IMPROVEMENTS IN THE WORK INCENTIVE PROGRAM

(Sec. 520 of the bill)

The Work Incentive Program was created by the Congress as a part
of the Social Security Amendments of 1967. It represents an attempt
to cope with the problem of rapidly growing dependency on welfare
by providing recipients with the training and job opportunities needed
to help them become economically independent.

The Committee on Finance was a principal architect of the WIN
program and was responsible for the basic decision that the Depart-
ment of Labor would administer the manpower trammg program.
However, the committee has been greatly disappointed in the adminis-
trative implementation of WIN. The Auerbach Corporation, the Labor
Depaitment's prime evaluator of WIN, succinrtly sums up the
situation:

"Despite the program's timeliness and general conceptual sound-
ness, it has not lived up to expectations."

The points of emphasis the committee thought were abundantly
clear in the 1967 amendments have been paid lip service or have been
totally ignored. A meaningful program of on-the-job training contin-
ues to be an unfulfilled Labor Department promise. The legally re-
quired program of special work projects (public service employment)
is a reality in only one State. Lack of Labor Department and Health,
Education, and We] fare cooperation and that of their counterparts at
the local level has been a major problem in the referral process and in
the provision of necessary supportive services for recipients in work
and training. The main thrust of the WIN program as it exists today
remains in the direction of basic education and classroom training,
which our experience with manpower training over the last decade
shows not to result in the placement of people in jobs, but rather in a
growing skepticism of both welfare recipients and the public as to the
worth of such endeavors.

The committee's amendments to the Work Incentive Program are
designed to make even clearer and more effective what it intended in
1967, and to add certain tax credit mechanisms which will effectively
link manpower training with the actual provision of jobs.

SrM'rs OF THE Woix INCENTIVE Puooiur

It has been characteristic of the Work Incentive Program that
stated expectations and actual results have diverged widely. The
Department of Labor estimates to the House-Senate conferees in 1967
included a projection that in fiscal year 1970, the first full year of the
WIN program, there would be 150,000 trainees. In 1969, the estimate
to the Appropriations Committee of the number of trainees in 1970
was cut approximately in half—to a total of 77,000 trainees. The actual
average number of trainees in 1970 was 42,000—less than one-third of
the prolection given the Congress when the progra.m wasestablished.

The Department of Labor spokesman told the Appropriations Com-
mittee in the fall of 1969 that there would be 150,000 enrollees actu-
ally in the program by July 1970. Later in the fiscal year they told
the Committee on Ways and Means and this committee that 100,000
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enrollees would be in the program by July 1970. Actually, by this date
there were only 89,689 enrollees and by the first of October 1970, this
figure had only increased to 97,238. What is more significant, however,
is that almost 30,000 of these enrollees are either waiting for traimng
to begin, waiting between training components. or have completed
their training buthave not been p]aced in jobs. This latter category
has nearly doubled between July and October of this year, and there
are now 4,500 WIN participants who have completed training but
are waiting for jobs. Of the approximately 68,000 WIN participants
actually involved in training on October 1, almost 50,000 of them are
either in orientation, basic education, or classroom vocational train-
ing—-training with little relationship to actual work experience.

ON-THE-JOB TRAINING AND PuliLIc SERVICE EMPLOYMENT

A major criticism of the present Work Incentive Program has been
the lack of development of on-the-job training and public service
employment (special work projects).. These components offer the best
opportunity for the employment of welfare recipients because they
provide training in actual job situations. Unfortunately, only about
1.8 percent of the welfare recipients enrolled in WIN are participating
in on-the-job training and public service employment.

The Auerbach Corporation, in its report on the WIN program,
made the following comment on OJT:

The majority of training courses for WIN are institutional.
Though these have been supplemented by individual contracts,
a pressing need exists for on-the-job training. In most areas,
including some of the largest programs visited, no OJT
courses for WIN enrollees have been procured. For example,
the largest program evaluated has staff dedicated tb the de-
velopment of OJT slots. After seven months no results havi
been produced. The main reason for this is the competition
for the limited number of OJT slots among many agencies
and programs. In some areas, the private sector has been sat-
urated. The Work incentive Program finds itself further lim-
ited since its contracting provisions are not competitive with
National Alliance of Businessmen (NAB) OJT under the
MA—4 Contracting provisions. The, MA—4 contracts, more-
over, are usuJly unavailable to WIN applicants since the
Concentrated Employment Program (CEP) is the prime de-
liverer of manpower to NAB and can fill the slots from its
own applicants.

In many respects, OJT is the most desirable of all train-.
ing options, since it screens for a job at the beginning rather
than at. the end of trining. The applicants are aware when
they are pIaiicl in OJT lht this is already a job and that they
have a position if they can hold it..Unlike Institutional Train-
ing, which does not guarantee a placement (and many ap-
plicantsexpress the fear that they will not get a job), OJT
has the incentive of employment built in.

Although these observations as to the development of OJT were
made during, a period of a higher level of employment and economic
activity than exists today, the committee believes that with increased
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efforts of Federal and State personnel and the use of the tax credit
mechanism discussed in the next section, OJT can become an im-
portant part of WIN. The committee also believes that the Depart-
ment of Labor and the local manpower agencies should give the
highest priority to obtaining OJT slots for WIN participants.

The need for a substantial program of public service employment
was clearly recognized and made mandatory by this committee in
1967. The legislation put an obligation on the Secretary of Labor to
establish as part of each WIN program a program of special work
projects for individuals for whom a job in the regular economy can-
not be found. Since that time the need for this type of program has
become increasingly apparent hut this fact has only belatedly been
recognized in principle by the Executive Branch.

To remedy this lack of emphasis in the WIN Program, the commit-
tee's amendment would require that at least 40 percent of the funds
spent for the Work Incentive Program be used for on-the-job train-
ing and public service employment (which replaces the special work
projects of the current WIN program). Moreover, the committee's bill
would simplify the financing and increase the Federal share of the cost
of public service employment by providing 100 percent Federal fund-
ing for the first year, and 90 percent Federal sharing of the cost in
subsequent years. If the project was in effect less than three years,
Federal sharing for the first year would be cut back to 90 percent. The
safeguards on special work projects under existing law relating to
health, safety, and other working conditions are continued for public
service employment, as well as the provision that no wages "shall be
lower than the applicable minimum wage for the particular work
concerned."

As under the special work projects of existing law, the persons under
public service employment will be reviewed every 6 months for pos-
sible placement in private employment.

Effective date—July 1, 1971.

TAX INCENTIVE FOR HIRING WIN PARTICIPANTS

As an incentive for employers in the private sector to hire individ-
uals placed in on-the-job training or employment through the Work
Incentive Program, the committee amendment would provide a tax
credit equal to 20 percent of the wages and salaries of these individuals.
The credit would only apply to wages paid to these employees during
their first 12 months of employment, and it would be recaptured if the
employer terminated employment of an individual during the first
12 months of his employment or before the end of the following 12
months. This recapture provision would not apply if the employee
became disabled or left work voluntarily. This provision will con-
stitute an important link between training and jobs.

The tax credit is described more fully in Part X of this report.

LACK OF RELATION BETWEEN TRAINING PROGRAM AND LOCAL LABOR
MARKET NEEDS

The Auerbach Corporation stated in its report:
Much more needs to be known about the actual availability

of jobs for WIN "graduates" in areas where the program
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functions. Analysis should be made, on a site-by-site basis,
and should include both job opportunities which are extant
and those which are expected to be developed. A particular
area of inquiry is the relative potential of the public and pri-
vate sectors of the economy to supply jobs. WIN operates in
many areas on the assumption that large numbers of jobs can
be readily secured in the private sector; this assumption may
not be borne out by investigation.

Once the potential job market for WIN enrollees is de-
fined, the program should be planned around that market, in
terms of both slot allocation and provision of components.
The size of WIN projects is presently determined by the size
of the local AFDC population: it would make more sense to
let project size be governed by actual job availability. Labor
market analysis would also ensure that training programs
were suitable for existing jobs.

To meet the existing unmet need for labor market analysis, the com-
mittee bill would require the Secretary of Labor to establish local
]abor market advisory councils whose function would be to identify
present and future local labor market needs. The bill provides that if
there is already an appropriate body in an area, the Secretary of Labor
may designate it as the advisory council. The findings of this council
would have to serve as the basis for local training plans under the
Work Incentive Program to assure that training was related to actual
labor market demands.

Effective date—July 1, 1971.

REGISTRATION OF WELFARE RECIPIENTS AND REFERRAL FOR WORK
AND TRAINING

Under present law, all "appropriate" welfare recipients must be re-
ferred by the welfare agency to the Labor Department for participa-
tion in the Work Incentive Program. Certain categories of persons are
statutorily considered inappropriate. Persons may volunteer to partici-
pate in the Work Incentive Program even if the State welfare agency
finds them inappropriate for mandatory referral.

A major criticism of the program has been that the State application
of those standards of "appropriateness" for the program have re-
sulted in widely differing rates of referrals and program participation.
The committee's bill would eliminate this situation with a series of
amendments. First, it would require welfare recipients to register with
the Labor Department as a condition of welfare eligibility unless they
fit within one of the following categories:

1. Children who are under age 16 or attending school;
2. Persons who are ill, incapacitated or of advanced age;
3. Persons so remote from a WIN project that their effective

participation is precluded;
4. Persons whose presence in the home is required because of

illness or incapacity of another member of the household; and
5. Mothers with children of preschool age.

At least 15 percent of the registrants in each State would be required
to be prepared by the welfare agency for training and referred to the
Work Incentive Program each year. States failing to meet this per-
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centage would be subject to a decrease in Federal matching funds for
aid to families with dependent children. Under the bill the Federal
matching percentage for AFDC assistance payments would be reduced
by one percentage point for each percentage point the State fell below
the 15 percent requirement for referral of registrants. The commit-
tee emphasizes the point that the only referrals of welfare recipi-
ents which meet the 15 percent requirement are those made after ade-
quate assessment of training and employment potential together with
the provision of the day care, social and medical services which are
necessary for their effective participation in WIN. "Paper referrals"
by the welfare agencies in some States have been one of the problems
of WIN and such referrals would not meet the requirement of this
provision.

The committee bill would also establish clear statutory direction
in determining which individuals would receive employment or train-
ing by generally requiring the Departments of Labor and Health,
Education, and Welfare to accord priority in the following order,
taking into account employability potential:

1. Unemployed fathers;
2. Dependent children and relatives age 16 or over who are not

in school, working or in training;
3. Mothers who volunteer for participation; and
4. All other persons.

Thus, under the amendment, mothers would not be required to par-
ticipate until every person who volunteered was first placed.

Effective date—July 1, 1971.

ALLOWANCES FOR TRANSPORTATION AND OTHER EXPENSES
NECESSARY TO TRAINING

Another of the problems of the WIN program has been reimburse-
ment for training expenses which, under existing law, must come from
the welfare side of the program. This has often resulted in delayed pay-
ments, multiple checks and general inconvenience to the trainee which
have had an adverse effect on his attitude toward the program. Under
the committee's bill the local manpower agency could reimburse the
trainee for necessary expenses directly related to his participation in
training, such as transportation, lunches, special clothes, and supplies
needed for the training.

Effective date—January 1, 1971.

PROGRAM COORDINATION ON THE FEDERAL LEVEL

The successful administration of the entire referral process requires
the careful coordination of efforts by both the Labor Department and
HEW and their agencies at all levels of Government. This requirement
has not always been met in the operation of the current WIN program.
The Aurbaoh report observes:

Though the success of WTN depends on a coordinated ac-
tivity, it has been largely carried out as two separate pro-
grams. Separate guidelines—not always in agreement—have
been issued by Departments of Labor and Health, Education
and Welfare, and few joint procedures or training packages
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have heen nromiilated. The result has been a sumlerstand-
.ing between local welfare and manpower a.qenies since there
hs been little interagency liaison and I ittle information in
either agency about the other's responsibility or activities.
Tn particular, caseworkers—who are responcible. for many of
the WIN services—often know little 'about the WIN respon-
sibilities of the welfare agency, much less about those for the
Employment Service.

The committee bill meets this problem by mandating coordination
between the Departments of Labor and Health, Education, and Wel-
fare on the national, regional, and local levels. It requires that all regu-
lations on the Work Incentive Program be issued jointly by both
Federal agencies within six months of enactment. IL also requires that
a joint Health, Education, and Welfare-Labor Committee be set up
to assure that forms, reports, and other matters are handled con-
sistently between the two departments. The Auerbach report cited as
imperative the need that the Work Incentive Program be operated
under one set of guidelines, policies, and administrative procedures—
a situation found not to be the case today.

PROGRAM C00IWINATI0N AT THE LOCAL LEVEL

Under present law, the welfare agency is supposed to prepare an
employability plan for each appropriate welfare recipient and make
referrals to the Department of Labor. The Department of Labor is
then to prepare an employability plan and place the individual in
employment, on-the-job training, institutional training, or public serv-
ice employment (special work projects).

Problems have arisen in this process. In some cases, the welfare
agency has not referred sufficient numbers of persons, while in other
cases they have referred far too many persons, without first arranging
for the supportive services (such as child care or remedial medical
services) needed in order to enable the welfare recipient to participate
in the Work Incentive Program. The large number of persons who
are enrolled in the WIN program hut are forced merely to wait for
training or placement., attest to the lack of planning and coordination
in the present process.

The more dynamic WIN jurisdictions have established separate
administrative units in their welfare agencies, with the sole respons-
ibility of seeing that WIN trainees are afforded the medical, social,
and vocational rehabilitation services necessary to their effective par-
ticipation in the program. The committee bill would require that all
States set up such separate units. To help implement this provision,
expenditures related directly to the services provided by these units
will generally be matched by the Federal Government at the 90 per-
cent level under the committee bill. Under present law, the Federal
matching for these services is generally at 75 percent (but may be as
low as 50%) and must compete with other social and medical services
not related to the employment program. Furthermore, the bill would
require that the welfare agency and the Labor Department on the loèal
level enter into a joint agreement on an operational plan—that is, a
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plan setting forth the kinds of training they would arrange for, the
kinds of job development the Labor Department would undertake,
and the kinds of job opportunities for which both agencies would
need to prepare persons during the period covered by the plan. In
addition, both agencies would jointly develop employability plans
for individuals, consistent with the overall operational plans, to
assure that individuals receive the necessary supportive services and
preparation for employment without unnecessary waiting. Recipients
may be consulted during the development, of their employability
plans, but they will riot be allowed to veto a plan which is developed
for them.

Effective date—July 1, 1971.

WIN STAFFING PROBLEM

Relying on the report of the Auerbach Corporation, the Department
of Labor notes the problem that the application of State civil service
laws has had on the effective staffing of WIN projects. The Labor
Department WIN report transmitted to the Congress in July 1970
states.

Staffing WIN projects was hampered by civil service pro-
cedures in many Sthtes. Seniority provisions in State merit
systems often required that persons in the employment serv-
ice agencies with seniority be given preference for positions
needed to staff the new programs, even though they might be
poorly suited to work with welfare recipients. This problem
was particularly acute at the management supervisory levels.

Existing job descriptions, lists, and qualifications indices
did not facilitate recruitment of the kind of staff who could
work with disadvantaged persons. Where the selection cri-
teria were not changed, the new employees were not what the
program really needed. For example, qualifications for
counselor positions in most States require a college degree
with credits in a behavioral science. Such academic back-
ground, however, does not insure that the graduate will be
able to handle vocational problems, work with disadvantaged
minority group applicants, and understand the lifestyle and
outlook of. the noor. In addition, turnover is encouraged by
low salary levels, particularly among counselors with a few
years' experience who can find more lucrative positions
elsewhere.

The committee notes that inasmuch as responsibility for admin-
ist.ering WIN is delegated in the statute specifically to the Secretary
of Labor, lie currently has authority to overcome these impediments
to effective WIN administration.

ALLOCATION OF FEDERAL FUNDS AND INCREASED FEDERAL MATCHING

Under existing law, there is no method of allotment of Federal funds
to the States for WIN programs. The committee bill would nrovide
that funds for the program 'be allocated among the States on the basis
of the number of registrants for work and training. This would give

52—149 O—70-———23
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States some advance knowledge of their entitlement for training slots
under the Work Incentive Program.

One of the reasons stated by the Department. of Labor for the slow
implementation of WIN in some States is the current Federal match-
ing share for training expenditures of 80%. The oommttee bill
endorses the Administration's proposal to raise the Federal matching
share to 90%. This should go far in removihg any financial impediment
to State participation in WIN.

Effective date—July 1, 1971.

COORDINATION WITH OTHER MANPOWER PROGRAMS

The committee bill would require that the Secretary of Labor utilize
other existing manpower programs to the maximum extent. feasible, to
avoid unnecessary duplication of programs. This continues a similar
provision of existing law. IJnder this provision, as under existing
law, the committee expects that WIN participants will be placed in
programs—such as JOBS—established under other statutes. WIN
funds are available for these costs, and the committee does not wish
separate programs established for 'WIN participants where these
people can be served by already-established manpower programs. The
committee expects that WIN participants will be given the priority
appropriate to their situation as being the most disadvantaged citizens
of our nation.

TECHNICAL ASSISTANCE

Under existing law there appears to be a question of whether the
Secretary of Labor is authorized to provide technical assistance to
local maiipower agencies in establishing and carrying on WIN proj-
ects. The committee's bill includes a provision giving the Secretary
this specific authority, thus clarifying the matter.

Effective date—January 1, 1971.

INFORMATION ON WIN

The committee bill would require the Secretary of Labor to collect
significant statistical information on the Work Incentive Program so
that progress under the program can be better evaluated.

Specifically, as part of his overall informat.ion gathering responsi-
bilities. the Secretary of Labor shall publish monthly the following
information on WIN participants, by age group and sex:

1. The number of individuals registered with the Labor De-
partment, the number of individuals receiving each particular
type of work training services, and the number of individuals
receiving no such services;

2. The number of individuals placed in jobs by the Secretary
under the program, and the average wages of the individuals so
placed;

3. The number of individuals who begin with but fail to com-
plete training, and the reasons for the failure of such individuals
to complete training; and the number of individuals who register
voluntarily but do not receive training or placement;
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4. The number of individuals who obtain employment follow-
ing the completion of training, and the number of such individuals
whose employment is in fields related to the particular type of
training received;

5. Of the individuals who obtain employment following the
completion of training, the average wages of such individuals,
the number retaining such employment 3 months, 6 months, and
12 months following the date of completion of such training;

6. The number of individuals in public service employment,
by type of employment, and the average wages of such indi-
viduals; and

7. The amount of savings, realized by reason of the operation
of each of the programs established pursuant to this part.

Effective date—July 1, 1971.

EARNED INCOME DISREGARD

Under present law States are required, in determining need for Aid
to Families with Dependent Children, to disregard the first $30 earned
monthly by an adult plus one-third of additional earnings. Costs re-
lated to work (such as transportation costs) are also deducted from
earnings in calculating the amount of the welfare benefit.

Two problems have been raised concerning the earned income dis-
regard under present law. First, Federal law neither defines nor limits
what may be considered a work-related expense, and this has led to
great variation among States and to some cases of abuse. Secondly,
some States have complained that the lack of an upper limit on the
earned income disregard has the effect of keeping people on welfare
even after they are working full-time at wages well above the poverty
line.

The committee bill would deal with both of these problems by mod-
ifying 'the earnings disregard formula and by allowing only day care
as a separate deductible work expense (with reasonable limitations
on the amount allowable for day care expenses). Under the committee
bill, States would be required to disregard the first $60 earned monthly
by an individual working full-time ($30 in the case of an individual
working part time) plus one-third of the next $300 earned plus one-
fifth of amounts earned above this. This differential between full time
and part time employment is designed to encourage those who are
able to move into full time jobs.

Effective date—July 1, 1971, except that States may adopt this
change earlier at their option.

CONCLUSION

Thetask of training welfare recipients for jobs and actually placing
them in employment on a permanent basis is admittedly one of the
most difficult tasks facing government. The committee believes 'that
the changes it is proposing for WIN are important, albeit some of
these could have been made without changes in the statute. But the
committee is also aware that regardless of what the Congress does
in this area the ultimate success of the program will, in large measure,
be dependent on the dedication of administrators at the Federal, State,
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and local level and t.he resources they are allocated. The committee
believes it is incumbent upon the Department of Labor to show its
commitment to 'WIN and to provide sufficient staffing at the Federal
level commensurate with its responsibilities as the primary adminis-
trator of the program. The 'WIN program must receive the kind of
implementation its importance deserves.

D. FAMILY PLANNING SERVICES

(Sec. 520(a) (9) of the bill)

The committee bill provides for a major advance in enabling the
poor to obtain free family planning services by authorizing 100 per-
cent Federal funding for State family planning programs for present
and potential welfare recipients, including both information and the
provision of medical services.

As under present law, States would be required to offer family plan-
ning services to all appropriate recipients of Aid to Families with
Dependent Children. The committee's amendment would also allow
the States to receive 100 percent Federal funding for programs for
both former recipients and those who are likely to become recipients of
welfare. Acceptance of services, as under present law, would be volun-
tary with the recipient.

The committee believes that its amendments will give great impetus
to the development of family planning services by the States. A begin-
ning has been made as the result of congressional action in 1967, when
provisions were included in the Social Security Amendments which
required that family planning services be ofiered all appropriate
AFDC recipients, and authorized 75 percent Federal matching funds
for this purpose. The same matching was also made available to the
States on an optional basis for services for former or potential re-
cipients of welfare.

The progress which has been made under the 1967 Amendments,
however, has not met the committee's expectations. The annual report
by the Department of Health, Education, and Welfare covering fami-
ly planning services includes information which makes clear that the
mandate of the Congress that all appropriate AFDC recipients be
provided family planning services has not been fulfilled. The report
states:

Many problems, of course, remain. Medical services [fain-
ily planning] still are too limited, especially in rural areas
but frequently in large urban areas as well. Replying to the
question whether medical family planning programs currently
available are adequate to meet the needs of eligible clients,
36 State welfare agencies answered in the negative in March,
1970. Thirty-one cited geographic inaccessibility as a major
problem. Many reported a shortage of health professionals
and paraprofessionals and some reported that existing fa-
cilities are overcrowded. Even in the Nation's principal coun-
ties and cities where clinics are more likely to be found than
in less populous sections, 50 out of 106 local welfare agencies
reported that currently available medical planning programs
are inadequate.
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]Lookin at their own capability of providing family plan-
ning services, many State and local welfare agencies report
a shortage of staff to provide services and to arrange for
adequate follow-up. Training programs for staff have not
been mounted on the scale required. Although Federal funds
may be used to match $3 for every $1 spent from State funds
for services, time and again agencies emphasize the difficulty
of raising the 25 percent share at State and local levels.
Generally, no special funds have been made available to de-
velop family planning services, as indicated, for example,
by the general absence of full-time staff leadership for this
program. Expectations among some groups that title IV
funds would be available to reach substantial numbers of
low-income families not currently receiving welfare have not
been realized.

Testimony presented during the hearings has persuaded the com-
mittee that the 75 percent Federal matching percentage, although a
major step in promoting family planning services, has not been suf-
ficient to achieve the aims of the committee. By providing 100 per-
cent Federal funding, the committee bill will remove any existing
financial barrier.

The committee believes its amendment is consistent with the aims
of the Administration, as expressed by the President in a speech
in July 196:

Most of an estimated five million low income women of
childbearing age in this: country do not have adequate access
to family planning assistance even though their wishes con-
cerning family size are usually the same as those of parents
of higher income groups.

It is my view that no American woman should be denied
access to family planning assistance because of her economic
condition. I believe, theref ore, that we should establish as a
nationa.l goal the provision of adequate family planning serv-
ices within the next five years to all those who want them but
cannot afford them. This we have the capacity to do.

The committee shares the goal of the President. It notes that, ac-
cording to testimony of Planned Parenthood Federation, full family
planning services can be provided for about $60 per woman per year.
This seems a small price to pay for the personal, social and economic
benefits which can be achieved as the result of an effective nationwide
family planning program.

Effective date—January 1, 1971.

E. EMERGENCY ASSISTANCE FOR MIGRANT FAMILIES
WITH CHILDREN

(Sec. 530 of the bill)
Tinder existing law, emergency assistanee may, at the option of the

States, be provided to needy migrant families and be provided either
Statewide or in part of the State. The committee believes that there
is an urgent need to assist these families and children and that this
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problem is of .a national nature. Therefore, the committeebill amends
existing law (1) to require all States to provide such a program; (2)
to require that it be Statewide in application; and (3) to provide
Federal matching of its cost at the 75 percent level.

Under existing law, the emergency assistance program, which has
been adopted in about 25 jurisdictions, is matched by the Federal Gov-
ernment at the 50 percent level. The regular emergency assistance
program will continue to be optional, and its rate of Federal matching
will remain at 50 percent.

The same feature of existing law as to the nature of the emergency
and the mode of assistance in the regular emergency program would
be applicable to the new migrant program: Assistance would be fur-
nished for a period not in excess of 30 days in any 12-month period in
cases in which a child is without available resources; the payments.
care, or services involved are necessary to avoid destitution of the
child or to provide living arrangements for the child; and the destitu-
tion or need for living arrangements did not arise because the child
or relative refused without good cause to accept employment or train-
ing for employment. Assistance could be in the form of money pay-
ments, payments in kind, or other payments as the State agency may
specify with respect to, or medical care or any other type of remedial
care in behalf of, the child or other member of the household in which
the child is living, and other services as may be specified by the
Secretary.

Effective date July 1,1971.

F. OBLIGATION OF A DESERTING FATHER

(Sec. 540 of the bill)

Families may receive Aid to Families with Dependent Children
if the father is dead, incapacitated, unemployed, or absent from the
home. Absence from the home constitutes by far the major reason for
dependency among children. In 1969, three out of four families receiv-
ing AFDC were eligible because of the father's absence from the home.

One out of six families is on welfare because of the father's deser-
tion. With about 9 million AFDC recipients, this means that about
1,500,000 mothers and children are receiving welfare today because
the father of the family has deserted.

An illustration of the impact of desertion on a city's AFDC rolls is
included in the findings of a special review of AFDC in New York
City by the Department of Health, Education, and Welfare and the
New York State Department of Social Services.

According to this review, the number of AFDC women whose hus-
bands had deserted them rose from 12,138 cases in 1961 to 52,855 cases
in 1967, a 335.4 percent increase, as compared with a total caseload
increase of 159.7 percent between 1961 and 1967. The number of cases
of deserted wives and wives separated without court decree was 15,457
in 1961; 63,185 in 1967; and 79.147 in 1968. Thus, between 191 and
1968 the cases of deserted or informally separated wives grew by 412
percent, as compared with a total caseload increase of 234.7 percent.

Nationally, the largest single cause of dependency among childreii
is illegitimacy. In 28 percent of the families receiving AFDC, the
mother is not married to the father of the child.
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The Congress has attempted to deal with this aspect of the depend.
ency problem in the past. Present law requires that the State welfare
agency undertake to establish the paternity of each child receiving
welfare who was born out of wedlock, and to secure support for him;
if the child, has been deserted or abandoned by his parent, the welfare
agency is required to secure support for the child from the deserting
parent, utilizing any reciprocal arrangements adopted with other
States to obtain or enforce court orders for support. The State welfare
agency is further required to enter into cooperative arrangements with
the courts and with law enforcement officials to carry out this pro-
gram. Access is authorized to both Social Security and Internal Rev-
enue Service records in locating deserting parents.

These measures, however, have failed to stem the explosive growth
of the welfare rolls in the past 3 years, a growth largely consisting of
families in which there either never was a father or in which the
father has deserted the family or is otherwise separated from the
mother.

Officials from Milwaukee, Wis., in testimony before the committee
urged that it be made a Federal offense for a father to leave a State to
abandon his family.

During the hearing on the welfare bill, Secretary Richardson was
asked his opinion about direct Federal action in desertion cases. He
replied:

We would support legislation which made it a Federal crime to
cross State lines for the purpose of evading parental responsibil-
ity. The only real problems that arise here—and I cannot speak to
these—involve the responsibility that would thereby be put on the
Justice Department and U.S. attorney's offices.

Generally speaking, Federal law enforcement officials, I think,
have felt that this ought to be a State responsibility. This system
is, in effect, an interstate compact designed to enable the States to
work together and to trace and get money payments from fathers.
From the standpoint of our Department to make this a Federal
crime would help to reduce the problem, we think, and to that ex-
tent we would be for it. (P. 690 of hearings.)

The committee considers the provisions of present law useful and
feels they should be retained. However, it is clear that further action
is necessary to permit more extensive involvement of the Federal
Government in cases where the father is able to avoid his parental
responsibilities by crossing State lines.

First., the committee bill would make it a Federal misdemeanor for
a father to cross State lines in order to avoid his family responsi-
bilities. The penalty under this new amendment would be imprison-
ment for up to one year.

Second, the committee bill would provide that an individual who has
deserted or abandoned his spouse, child, or'children shall owe a mone-
tary obligation to the United States equal to the Federal share of any
welfare payments made to the spouse or child during: the period of
desertion or abandonment. In those cases where a court has issued an
order for the support. and maintenance of the deserted spouse or chil-
dren, the obligations of the deserting parent would be limited to the
amount specified by the court order.
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Present law requires the State to seek to obtain a court order re-
ouirin the deserting parent to support his family. The committee
feels it is desirable to continue to provide an incentive for the States
to do this. Therefore, under the committee bill, if the State has ob-
tained a c,óurt order, the Federal Government would attempt to re-
cover both the Federal and non-Federal share of welfare payments
to the deserting father's family. If t.he State has not obtained a court
order, the Federal Government would only attempt to recover the
Federal share of the welfare payments. The deserting parent's obliga-
tion could be collected in the same manner as any other obligation
against the United States.

The bill also provides that information regarding the whereabouts
of the deserting individual would be furnished, on request, by the
Federal Government to thedeserted spouse, or to the guardian or cus-
todian of the child or children deserted, or their counsel, where a
judgment for support has been obtained.

In an article entitled "The Crises in Welfare" written two years ago
Daniel P. Moynihan stated:

While minority group spokesmen are increasingly pro-
testing the oppressive features of the welfare system and
liberal scholars are actively developing the concept of the
constitutional rights of welfare recipients with respect to
such iyiatters as man in the house searches, it is nonetheless
the fact that the poor of the United States today enjoy a quite
unprecedented dc facto freedom to abandon their children in
•the certain knowledge that society will care for them, and
what is more, in a State such as New York, to care for them
by quite decent standards. Through most of history a man
who deserted his family pretty much assured that they would
starve or near to it if he was not brought back, and that he
would be horsewhipped if he were. Much attention is paid the
fact that the number of able-bodied men receiving benefits
under the AFDC program is so small. In February 1966,
Robert H. Mugge of the Bureau of Family Services of HEW
reported that of the 1,081,000 AFDC parents there were about.
56,000 unemployed, but employable fathers. But in addition
to the 110,000 incapacitated fathers, there were some 900,000
mothers of whom by .far the greatest number had been di-
vorced or deserted by their presumably able-bodied husbands.

Now, a working-class or middle-class American who
chooses to leave his family is normally required first to go
through elaborate legal proceedings and thereafter to devote
much of his income to supporting them. Normally speaking,
society gives him nothing. The. fathers of AFDC families,
however, simply disappear. Only a person invincibly preju-
diced on behalf of the poor would deny that there are attrac-
tions in such freedom of movement.

It is the committee's hope that the measures contained in the coin-
mittee bill will equate the responsibilities of a father of AFDC chil-
dren with those of the father of a working-class or middle-class
family.

Effective date—Immediate.
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G. THE SUPREME COURT AND WELFARE CASES

Court decisions have played a major role in the phenomenal growth
of the welfare rolls in the last three years. One of the most important
of these cases—the so-called "man-in-the-house" decision—is based
solely on a statutory interpretation. Other cases, such as the decision
prohibiting the duration of residence requirements, are based on
statutory interpretation with Constitutional implications. Still other
cases apparently are predicated on the judicial finding that welfare is
a property "right" rather than the traditional view that it is a "gra-
tuity" granted as a privilege by the Congress and subject to such
eligibility conditions as it decides to impose.

It should he remembered that welfare is a statutory right, and like
any other statu.tory right, is subject to the establishment by Congress of
specific conditions and limitations which may be altered or repealed
by subsequent congressional action. In fact, the Social Security Act,
in section 1104 makes explicit what would be the case in any event,
that "the right to alter, amend, or repeal any provision of this Act
is hereby reserved to the Congress." Under Secretary Veneman testi-
fied before the committee (p. 216 of the hearings), and Secretay
Richardson agreed (p. 469 of the hearings) that there is no Consti-
tutional right for a person to draw welfare. The following colloquy
took place between Senator Long and Under Secretary Veneman at
the hearings:

The CT-TAIIIMAX. Do you believe that there is any constitutional
right, for a. person to draw welfare money?

Mr. VESE1IIAN. No, sir.
The CI-IAIRMAN. I do not, either. I am glad we agree on that

point.
Mr. VENEMAN. The.re is a statutory provision, sir, that allows

certain people. to draw welfare payments.
The "right to wielf are" implies no vested, inherent or inalienable

right to benfits. It confers no constitutionally protected benefit on the
recipient. To the contrary, the right to welfare is no more substantial,
and has no more legal effect, than any other benefit conferred by a gen-
erous legislature. The welfare system as we know it today has its legal
genesis i:n the Social Security Act and the statutory rights granted
under, and pursuant to, that Act can be extended, restricted, or other-
wise altered or amended—or even repealed—by a subsequent act of
Congress (or of a State legislature). It is this ability to change the
nature of a statutory right which distinguishes it from a property
right or any right considered inviolate under the Constitution. Th
committee firmly restates this view of the nature of the "right" to a
welfare benefit.

DENIAL OF EUGIBILITY FOR AID TO FAMILIES WITH DEPENDENT
CHILDREN WhERE THERE Is A CoNTINUING PARENT-CHILD
RELATIQNSII1P

(Sec. 541 of the bill)
Under present law, Aid to Families with Dependent Children is

available to children who have been deprived of parental support by
reason of the "continued absence from the home" of a parent. The
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so-called "man-in-the-house" or "substitute father" statutes of the
States were attempts to define the term "parent" under the Aid to
Families With Dependent Children program .for eligibility purposes.
The State statutes have been varied, some emphasizing cohabitation
with the mother as being determinative of the parental relation,
while others have required indications of a positive relationship of
the man with the child.

On June 17, 1968, the Supreme Court ruled that a State could not
consider a child ineligible for Aid to Families with Dependent Chil-
dren when there was a substitute father with no legal obligation to
support the child. The Court decision was based on its interpretation
of Congressional intent as expressed in the Social Security Act and its
legislative history. The decision states: "We believe Jongress in-
tended the term 'parent' iii section 406(a) of the Act. * * * to include
only those persons with a legal duty of support."

The implication of this decision, as made clear by subsequent cases,
was that a State could not deny Aid to Families with Dependent
Children even in the situation where there was a stepfather with
substantial income. The committee believes that a legal obligation to
support is too narrow a base upon which to determine eligibility and
income accountability for a welfare program for families. The com-
mittee believes that the determination of whether a man is a "parent"
within the meaning of this term in section 406 of the Social Security
Act should depend on the total evaluation of his relationship with the
child, with the following being positive indications of the existence
of such a parental relationship:

(1) The individual and the child are frequently seen together
in public;

(2) The individual is the parent of a half -brother or half-sister
of the child;

(3) The individual exercises parental control over the child;
(4) The individual makes substantial gifts to the child or to

members of his family;
(5) The individual claims the child as a dependent for income

tax purposes;
(&) The individual arranges for the care of the child when his

mother is ill or absent from the home;
(7) The individual tssumes responsibility for the child when

there occurs in the child's life a crisis such as illness or detention
by public authorities;

(8) The individual is listed as the parent or guardian of the
child in school records which are designed to indicate the identity
of the parents or guardians of children;

(9) The individual makes frequent visits to the place of resi-
dence of the child; and

(10) The individual gives or uses as his address the address of
such place of residence in dealing with his employer, his credi-
tors, postal authorities, other public authorities, or others with
whom he may have dealings, relationships, or obligations.

The committee amendment specifically states that: "Such a relation-
ship between an adult individual and a child may be determined to
exist in any case only after an evaluation of the [above] factors * * *
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as well as any evidence which may refute any nference supported
by evidence related to such factors." (Emphasis added.)

It should be further pointed out that the use of this provision would
be optional with the States. If a State does affirmatively exercise its
option, however, it must comply with this statutory method in deter-
mining the child-father relationship. The committee believes that this
will provide coherent and uniform standards governing this delicate
area of the law and provide a clear statement of statutory intent.

Effective date—January 1, 1971.

DURATION OF RESIDENCE REQUIREMENT

(Sec. 542 of the bill)

Under present Federal law the Secretary of Health, Education, and
Welfare is required to approve all State plans for Aid to Families
with 1)ependent Children which meet the requirements specified in
section 402(a) unless the plan includes a duration of residence re-
quirement denying aid to children who have resided in the State for
one year preceding the date of application for aid (or to children born
during that year and living with a parent or relative who has resided
there for a year). In the programs of cash assistance for the aged,
blind, and disabled, present law would permit, in addition to the re-
quiremelit of one year's residence preceding the date of application, a
requirement that the individual have resided in the State for five of
the preceding nine years.

In April of last year, the Supreme Court ruled that the duration of
residence requirement of the Connecticut and Pennsylvania AFDC
programs constituted an action by those States which violated the
equal protection clause of the 14th Amendment. The Supreme Court
stated that the Federal statute "does not approve, much less prescribe,
a one-year requirement" and went on to say that even if it were to
assume "that Congress did approve the imposition of a one-year wait-
ing period, it is the responsive iState legislation which infringes con-
stitutional rights." The court further declared that if somehow the
constitutionality of the Federal law is involved that "insofar as it
permits the one-year waiting-period requirement" it would be uncon-
stitutional because "Congress may not authorize the States to violate
the Equal Protection Clause."

This Supreme Court act ion in outlawing duration of residence re-
quirements could have the effect of influencing States against any
liberalization of their welfare programs for fear of attracting large
numbers of needy persons from nearby States with less liberal pro-
grams. A dissenting member of the Supreme Court noted that "of
longer-range importance, the field of welfare assistance is one in
which there is a widely recognized need for fresh solutions and con-
sequently for experimentation. Invalidation of welfare residence re-
quirements might have the unfortunate consequence of discouraging
the Federal and State Governments from establishing unusually gen-
erous w-e.Lfare programs in particular areas on an experimental basis,
because of fears that the program would cause an influx of persons
seeking higher welfare payments." This Justice concluded that it was
"particularly unfortunate that this judicial roadblock to the po'vers of
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Congress in this field should occur at the very threshhold of the cur-
rent discussions regarding the 'federalizing' of these aspects of wel-
fare, relief."

The committee's amendment eliminates the constitutional question
raised 'by the Supreme Court by making it an affirmative requirement
of Federal law that State plans for cash public assistance under the
Social Security Act. include a requirement of one year's residence
in the State as a. condition of eligibility. (The committee's amendments
would, however, not deny Federal matching to States which by virtue
of State law do not in fact impose a duration of residency require-
ment.) Thus under the amendment, one year's duration of residence in
a State would, in effect, be a nationally uniform condition of eligibility
for assistance imposed by Federal law. Accordingly, the question of
State violation of the equal protection clause of the 14th Amendment
would be eliminated.

The committee recognizes that the one-year duration of residence
requirement can impose a severe hardship on some families and could,
in fact., discourage them from moving to a new State for even such
admirable motives as seeking better employment opportunities. Ac-
cordingly, the committee added to that requirement a further re-
quirement tha.t the State which a recipient leaves must continue assist-
ance payments to him, as long as he continues to be eligible for assist-
ance, for a period of one year unless the new State of residence assumes
this responsibility before tI1e end of that 12-month period.

Taken together, the committee amendments to establish a residence
requirement and to require the State of origin to continue payments
for a year after the recipient moves, represent a significant improve-
ment in the Federal-State welfare programs from The point of view of
both the States and individuals involved. States which have found du-
ration of residence requirements useful will be able to reinstitute them
and be able to make improvements in their welfare programs with-
out fear of crea.ting substantial incentives to in-migration. Welfare
recipients would, on the whole, be neither advantaged nor disadvan-
taged by the combined provisions. At least on a short-term basis, the
level of welfare assistance provided in a given State would be made
a neutral factor in the recipient's decision of whether to move there.
In fact, it appears quite probable that the overall effecl of the com-
mittee's amendments would 'be to facilitate the interstate movement of
welfare recipients to seek employment or for other motives. A recipient
contemplating such a move would generally know what he could ex-
pect in the way of assistance for the first year and would not face the
prospect of a period with no assistance whatever while he was trying
to establish his eligibility under the program of the new State.

Effectiie date—July 1, 1971.

LIMITATION ON DURATION OF APPEALS PROCESS

(Sec. 543 of the bill)

The committee's bill requires Statewelfare agencies to reach a final
decision on the appeal of a welfare recipient within 30 days following
the day the recipient was notified of the agency's intention to reduce
or terminate assistance. The bill also requires the repayment to the
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agency of amounts which a recipient receives during the period of the
appeal if it is determined that he was not entitled to them. Any
amoimts not repaid are to. be considered an obligation of the recipient
to be withheld from any future assistance payments to which the in-
dividual may be entitled.

The committee's action is designed to assure that the appeals pro-
cedure will be handled expeditiously by the States, and also to assure
that appeals .wifl not be made frivolously. It is the view of the com-
mittee that these amendments to existing law are necessary in view of
the recent Supreme Court decision that assistance payments cannot be
terminated before a recipient is afforded an evidentiary hearing.

Effective date—July 1, 1971.

STATE PE1uirrr To SEEK To ESTABLISH NAME oi"
PUTATIVE FATHER

(Sec. 544 of the bill)

Of all families receiving Aid to Families with Dependent Children,
those in which the father is not married to the mother constitute the
single largest category (28 percent of all families). It is also the cate-
gpry that has been showing the most rapid growth. The Congress has
clearly established in legislation its belief in the importance of making
every reasonable effort to establish the paternity of a child born .out
of wedlock, both for the sake of the child and the family, and as a mat-
ter of good social policy. It is for this reason that a provision was writ-
ten into the Social Security Act (sec. 402(a) (17) (A)) requiring the
State welfare agency "in the case of a child born out of wedlock who
is receiving aid to families with dependent children, to establish the
paternity of such child. . .

Despite this clear legislative history, a U.S. District Court in August
1969 ruled that a mother's refusal to name the father of her illegiti-
mate child could not result in denial of Aid to Families with Depend-
ent Children. The applicable State regulation was held to be incon-
sistent with the provision in Federal law that AFDC be "promptly
furnished to all eligible individuals" on the grounds that the State
regulation imposed an additional condition of eligibility not required
by Federal law.

The dissenting opinion in the case clearly sets forth the Congres-
sional intent:

The focal stt.utory provision which has application here
is § 602(a) (7) [Sec. 402(a) (7) of the Social Security Act]
it reads in part:

(A State plan for aid and services to needy fam-
ilies with children must) . . . provide that the State
agency shall, in determining need, take into con-
sideration any other income and resources of any
child or relative claiming aid to families with de-
pendent children, or of any other individual (living
in the same home as such child and relative) whose
needs the State determines should be considered in
determining the need of the child or relative claiming
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such aid, as well as any expenses reasonably attribu-
table to the earning of any such income.

It is fundamental in this statutory scheme, that the sources
of all family income be disclosed as a prerequisite to an ap-
plicant's qualifying for eligibility benefits. Thus the mother's
disclosure of the known identity of a legally liable putative
father is certainly an essential element in correctly evaluating
the applicant-mother's support capabilities, as stated on the
application in behalf of herself and her dependent children.
Herlimited disclosure of actual current income is incomplete,
if any M the available sources remain unrevealed.

She is the actual party plaintiff in this action; it is to her
that the government welfare benefits are directly paid. It is
through her, that the family unit is sought to be preserved,
as an essential unit of our society. She is the actual recipient
of these moneys as head of the household. It is the plan and
expectation, that her maternal interest as natural parent and
guardian will assure to the dependent child the full benefits
of the government allotment.

Unless the principle of personal parental responsibility
is to be .abandoned, as an obsolete corne'rstone for gaging
welfare eligibility, a full disclosure is a necessary and im-
plied governmental prerogative, which requires the applicant
to disclose all relevant information. Absent this personal res-
ponsibility and cooperativenss between the applicant-mother
and the government, the effeetiveness of the program would
be seriously challenged because she is the sole source of this
information; and without it the system designed to establish
paternity could not function.

Congress created this system which requires only the
identity of the father, to allow enforcement officials with the
assistance of the Internal Revenue Service and the social
security files, to locate an absconding father. It is one of the
very few occasions when the information in those records is
statutorily made available for use outside the agencies' offi-
cial business. Could it be that Congress contemplated this
elaborate system would be paralyzed by an uncooperative
applicant-mother who could still successfully insist that she
be paid her full monetary allotment?

Clearly, the answer is no. Under the committee bill, the intent
of the Congress that States must attempt to establish the paternity of
a child born out of wedlock is reaffirmed by providing that the re-
quiremnt that welfare be furnished "promptly" may not preclude a
State from seeking the aid of a mother in identifying the father of the
dhild.

Effective date—Immediate.

HOME Vrsrrs AS A CoNDITIoN OF WELFARE

(Sec. 545 of the bill)

The committee bill permits the States, at their option, to require
as a condition of welfare eligibility that recipients allow a caseworker
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to visit the home. In doing so, the committee is not endorsing the
so-called "midnight raids," which have been generally considered ob-
jectionable as a means of enforcing welfare eligibility rules. The bill
specifically requires that such home visits must be made at a reasonable
time and with reasonable advance notice.

However, the committee wants to make clear its belief that in "means
test" programs, such as those under the public assistance titles of the
Social Security Act, States should have the right to take reasonable
steps to establish the facts relating to eligibility. If a State decides
that visits by caseworkers to the homes of certain recipients are essen-
tial to the establishment of necessary facts, then it should be allowed to
provide for these through its laws or regulations. The committee recog-
nizes that there may well be circumstances under which the interests
of the welfare recipient and of the Government may best be served by
visits of the caseworker to the home.

Effective date—January 1, 1971.

II. USE OF FEDERAL FUNDS TO UNDERMINE FEDERAL PROGRAMS

(Sec. 546 of the bill)

One of the often-stated aims of the Legal Services program of
the Office of Economic Opportunity is:

The use of the judicial system and the administrative process
to effect changes in laws and institutions which unfairly and ad-
versely affect the poor. (Page 534 of the Narrative Justifications
presented by OEO at the Senate fiscal year 1971 Appropriations
Hearing on July 20, 1970.)

In carrying out this broad, highly subjective, and basically legisla-
tive function, the committee notes that certain Legal Services activi-
ties have been aimed directly at undermining the welfare programs—
which are, of course, established by duly enacted Federal laws and
properly prescribed Federal regulations.

For example, a document entitled "Know Your Welfare Rights"
prepared by the Tiilare County Legal Service Association (paid from
Federal poverty funds) stated: "If you don't want to work there is
no reason why welfare can force you to work, no matter what your
welfare worker says." The pamphlet was subsequently withdrawn from
circulation.

Recently the Center of Social Welfare Policy and Law at Columbia
ITniversity, funded by the Office of Economic Opportunity, pub-
lished a book entitled "How to Commence Welfare Litigation in a
Federal Court, Including Model Annotated 'Papers." This publica-
tion is explicitly designed to assist legal services attorneys who wish
to commence welfare litigation in a Federal district court.

In response to a question by. the Chairman of the committee when
the Office of Economic Opportunity appeared before the committee
during the hearings on the welfare bill, information was provided
stating that one or more OEO legal services projects were involved
in each of the major cases affecting welfare law in recent years.
These decisions involved the prohibition of duration of residence
requirements, voiding the man-in-the-house rules, requiring a hearing
before assistance can be terminated, prohibiting denial of welfare
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for refusal to allow a case-worker in the home, and prohibiting denial
of welfare for refusal to name the putative father (the reply appears
in Pt. 2 of hearings, pp. 969—970).

The success of the program's aims was asserted in OEO's Narrative
Justification at the House Appropriations hearings for the fiscal year
1970:

Several landmark decisions were won by Legal Services
attorneys during FY 1969. Of major importance was a U.S.
Supreme Court decision ruling that residency requirements
for the receipt of welfare benefits were unconstitutional.
Also, the court. ruled that the welfare "substitute father"
regulation was illegal.

The committee is unwilling to accept the implication of these activi-
ties: that the Legal Services lawyers are better qualified than the Con-
gress to, in effect, determine national policy regarding the poor. The
committee draws a distinction between legal representation that in-
volves assisting poor individuals with day-to-day problems in such
areas as support payments, landlord-tenant relations, consumer is-
sues, or even arbitrary actions of local welfare departments—and the
type of advocacy that aims at undermining established institutions
that were consciously created through acts of Congress. If the welfare
statutes are inadequate, and there is little disagreement on this point,
then the proper forum for improving them is the legislative branch
of our Government, not the judicial.

Accordingly, the committee's amendment would prohibit the use of
Federal funds to pay, directly or indirectly, the compensation or cx-
pe.nses of any individual who in any way participates in action relating
to litigation which is designed to nullify Congressional statutes
or policy under the Social Security Act.

Effective date—Immediate.

I. REGULATIONS OF THE DEPARTMENT OF HEALTH, EDUCATION,
AND WELFARE

The committee is concerned at the extent to which the Department
of Health, Education, and Welfare has imposed requirements on the
States which go far beyond the statute itself and in some cases bear
no relationship to the law.

Section 1102 of the Social Security Act authorizes the Secretary
of Health, Education, and Welfare to "make and publish such rules
and regulations, not inconsistent with this Act, as may be necessary
to the efficient adn-tinistratio'n of the functions" he is chnrged with
under the Act. (Emphasis added.) Under this broad authority, the
Secretary has attempted through regulation to make substantial legis-
lative changes in the welfare provisions of the Social Security Act.

Governor Warren E. Hearnes of Missouri, testifying on behalf of
the National Governors' Conference, told the committee in hearings:

We have had a great deal of problems tiscally with
laws passed by the Congressin the welfare field, but we have
many, many times over problems created by regulations from
HEW....

It is almost every session that we are required to enact
new laws to conform with their regulations.
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These things are very exasperating for the Governors
and the legislatures to try to stay not only within the intent
of Congress but with what Congress has evidently done and
given to HEW so much power to promulgate regulations.
(pp. 1974, 2061 of hearings on the Family Assistance Plan)

The Congress did not intend that the regulatory authority in section
1102 be employed by the Department of Health, Education, and Wel-
fare as a substitute for an act of Congress. Several provisions of the
committee bill will make clear the Congressional intention to curb the
use of this authority in regulatory lawmaking.

"DECLARATION METHOD" OF DETERMINING ELIGIBILITY

(Sec. 550 of the bill)

Generally speaking, the usual method of determining eligibility
for public assistance has involved the verification of information
provided by the applicant for assistance through a visit to the appli-
cant's home and from other sources. For persons found eligible for
assistance, re-determination of eligibility is required at least annually
(six months in the case of Aid to Families with Dependent Children),
and similar procedures are followed.

Regulations issued by the Department of Health, Education, and
Welfare on January 17, 1,969, re9uired States to test a simplified meth-
od for the determination of eligibility for welfare in selected areas of
the State. The simplified or "declaration method" provides for eligi-
bility determinations to be based to the maximum extent possible on
the information furnished by the applicant, without routine inter-
viewing of the applicant and without routine verification and investi-
gation by the case worker. The regulations requiring testing of the
declaration method arbitrarily stated that a three percent level of in-
eligibility would be considered "acceptable."

In May of l;his year, Secretary Finch announced, that the results of
the testing were so conclusive that he was requiring the States, through
regulation, to use the simplified declaration method in welfare pro-
grams for the aged, blind, and disabled beginning July 1, 1970.

The committee asked the General Accounting Office to look into the
testing of the method to see if the results were truly conclusive. In its
report, the General Accounting Office found that:

1. The simplified declaration method required by the new
Health, Education, and Welfare regulations in fact, was pre-
tested almost nowhere; most States actually used oral interview-
ing or other forms of verification of the information supplied by
the applicant;

2. Five-sixths of the total cases tested were simply redetermi-
nations of the eligibility of persons who had previously been
subjected to the usual (nondeclaration) application procedures,
and thus might not be indicative of the manner in which the sim-
plified method will operate; and

3. The sample size under the testing was so small that there
is a substantial probability that the ineligibility level exceeded
Health, Education, and Welfare's arbitrary 3-percent "accepta-
ble" level.

52—149 O—70-——_24
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in view of the inconsistency oftl1e test findings, the committee feels
that use of the declaration method should remain optional with the
States rather than mandatory. The committee bill accordingly speci-
fies that the Secretary may not require use of the declaration method
by regulation.

Effective date—Immediate.

DEFINITIoN OF UNEMPLOYMENT

(Sec. 551 of the bill)

Under present law Aid to Families with Dependent Children may
be provided to needy families in which the children are dependent
because of the death, incapacity, or absence of a parent—and, at
the State's option, if the father is unemployed. Twenty-three States
currently provide assistance to needy families in which the father is
unemployed. Before the Social Security Amendments of 1967, each
State used its own definition of "unemployment." The committee felt
that a uniform national definition was desirable, and authorized the
Secretary of Health, Education, and Welfare to define unemployment.
Unfortunately, the Department of Health, Education, and Welfare
issued regulations defining unemployment which go far beyond any-
thing contemplated by the committee in 1967. TInder the regulations,
unemployment is defined in a way that requires States with unem-
ployed father programs under AFDC to include "any father who is
employed less than 30 hours a week" and the State may include "any
father who is employed less than 35 hours a week."

During hearings on the Family Assistance Plan, Secretary Richard-
son agreed that an individual working regularly 34 hours a week
could not be considered "unemployed." At t.hat time he stated his
intention to change the definition:

Senator TALMADGE. Mr. Secretary, reverting to another
matter, in our previous hearings on this bill, several members
of the committee noted that regulations of the Department
permitted States to consider an individual working less than
35 hours as being unemployed. Secretary Finch agreed that
he had difficulty conceiving of a man working regularly at
34 hours a week as being unemployed. Yet, to the best of my
knowledge, there has been no change in this regulation.

If I read correctly, the electrical workers in New York City
recently negotiated contracts for a 20-hour week. Why should
not the system have a more realistic definition of unemploy-
ment?

Secretary RIcHAIW50N. We should have a more realistic
definition, &nator. I would again emphasize that if our rec-
ommendations are all adopted, that problem will disappear
with the declining rolls of the unemployed father category.

Senator TALMADGE. Is it not a problem now that ought to be
corrected by regulation now, rather than waiting on
Congress?

Secretary RICHARDSON. I think it should, and I shall follow
that up.
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To date, the regulations of the Department of Health, Education,
and Welfare have not been changed. Accordingly, the committee bill
includes an amendment defining a father as unemployed for pur-
poses of AFDC eligibility if he has worked less than 10 hours rn
the last week or less than 80 hours in the last 30 days.

Effective date—July 1, 1971.

VETO F WIN CHILD CARE SERvIcRE

(Sec. 520(a) (7) of the bill)
Department of Health, Education, and 'Welfare regulations state

that "child care services, including in-home and out-of-home services,
must be available or provided to all persons referred to and enrolled
in the work incentive program and to other persons for whom the
agency has required training or employment. Such care must be suit-
able for the individual child, and the parents must be involved and
agree to the type of care to be provided."

This apparent absolute veto power over child care by the mother
is not in accord with Ckngnissional intent. The committee bill pro
vides that if child care services are necessary to permit participation
of a mother in the Work Incentive Program, she should be given a
choice of type of child care if more than one type is available, but she
may not avoid partic.ipation in work and training by refusal to accept.
child care.

Effective date—Immediate.

ADvIsoRy C0MMIrPRE8 ON WELFARE

(Sec. 552 of the bill)

Regulations issued by the Department of Health, Education, and
Welfare require States to establish a. welfare advisory committee
for AFDC and child welfare programs "at the State level and at
local levels where the programs are locally administered," with the
cost of the advisory committees and their staffs borne by the States
(with Federal matching) as part of the cost of administering the
welfare programs.

The committee has no objection to the establishment of such advisory
committees where the State wishes to do so, but finds that there is
no statutory basis for requiring their establishment. Accordingly, the
committee bill would make the setting up of welfare advisory com-
mittees and the nature of such committees a matter of State discretion.

Effective date—Immediate.

J. USE OF SOCIAL SECURITY NUMBERS

(Sec. 560 of thebill)

The committee bill requires applicants for public assistance to fur-
nish their social security numbers to State welfare agencies. These
agencies, in turn, are required by the bill to use recipients' social
security numbers in the administration of assistance programs.

For example, it is expected that States would use sOcial security
numbers for case file identification, for cross-checking purposes, and
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as an aid in the compilation of statistical data. The committee feels
that this provision is a logical extension of the use of social security
numbers for identification purposes—a procedure already in wide-
spread use by governmental agencies and others. In fact, the committee
understands that a number of States have, on their own initiative,
undertaken to use social security numbers in administering their wel-
fare programs. The committee believes that this practice should be
made a nationally uniform requirement of Federal law with a view
to improving the administration of welfare programs, aiding in the
detection and prevention of fraudulent practices and facilitating the
collection and analysis of welfare statistics on both the State and
National levels.

Effective date—January 1,1972.

K. TESTING OF ALTERNATIVES TO AFDC

(Secs. 561 and 562 of the bill)

Over the years, the Congress has enacted a wide range of social
welfare programs designed to assure that all Americans, including
the needy and the unfortunate, will have the opportunity to obtain at
least the basic necessities for a life of decency and dignity. Some of
these programs have proven successful. Too often, however, such pro-
grams have been enacted on the basis of estimates which later proved
to be far too low with respect to costs and far too high with respect
to effectiveness.

The committee feels that, in the light of this sad experience, this
is not the time to adopt a major new welfare program which has the
potential of costing the American taxpayer vast sums of money until
such a program and alternative approaches have been thoroughly
examined on an experimental basis. Accordingly, while the committee
agrees with the generally accepted sentiment that the problems of the
present program of aid to families with dependent children are reach-
ing overwhelming proportions, it cannot agree that the present system
is so bad that any untested alternative would be preferable merely be-
cause it is new or different. The committee bill takes the more respon-
sible approach of adopting a number of changes in the present welfare
system designed to correct its worst and most obvious defects, while
at the same time providing for the testing of possible alternatives to
the present system.

The committee bill provides for the Secretary of Health, Education,
and Welfare to conduct up to four tests of possible alternatives to
the AFDC program. One or two of these tests would test a "family
assistance" type proposal for welfare, and one or two of the tests would
test a "workf are" type proposal. In addition, the bill provides for a
test in which a program of rehabilitation of welfare recipients would
be administered by vocational rehabilitation personnel.

The committee expects that these tests will provide a sound basis
for rational legislative action in the welfare area.

It is hoped that each test will produce data from which there can
be estimated for the various types of programs the cost, extent of
participation, and effectiveness in reducing dependency on welfare
which could be expected if such programs were adopted as a substi-
tute for AFDC. These tests should also provide valuable administra-
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live experience which would facilitate the implementation of any of
the tested proposals \yhich might eventually be enacted.

GENERAl. REQUIREMENTS APPLICABLE TO TESTS OF AFDC
ALTERNATIVES

In drawing UI) its proposals for the testing of alternatives to the
present welfare system, the committee has profited from the experi-
ence of the relatively small-scale income maintenance experiment
being conducted with OEO funds in the States of New Jersey and
Pennsylvania. A General Accounting Office evaluation of that project
requested by the committee revealed a number of pitfalls which the
committee bill is designed to avoid. For example, the GAO report
found that an attempt was made to draw conclusions from the New
Jersey experiment before it. had run long enough to provide a reliable
data base to support such conclusions. The committee bill requires,
therefore, that all tests he conducte.d for a minimum of two years
unless Congress authorized earlier termination. It is anticipated that
such authorization would be requested and granted only if it became
obvious that a test in progress was a total failure and would yield
no useful results. Other problems tending to lessen the value of the
OEO experiment were the limited size of the sample population and
the availability to those in the experiment of alternative benefits under
existing welfare programs. These difficulties are avoided by provisions
of the committee bill which require that all eligible families in the
test area be perniitted to participate in it and that no families in that
area may, during the period of the test, receive aid or assistance under
AFDC.

The committee feels that the I)epartment of Health, Education,
and Welfare should have considerable flexibility in choosing the areas
in which these tests are to be conducted. Accordingly, the bill permits
a given test to be conducted either throughout an entire State or only
within certain areas of a State. The committee wants to make clear,
however, its intention that the areas which the Department does choose
for each test should be broadly representative of the country as a
whole s. that. the data from the tests may serve as a reliable basis for
future Congressional action.

The committee also desires to assure that the tests will be conducted
in such a way that valid comparisons among the various alternatives
can be made. The bill, therefore, requires that. the Department conduct
the same number of "workfare" tests as "family assistance" tests—
either one or two of each. In each pair of tests (one "workfare" and
one "family assistance") the beginning and ending dates of the two
tests must be the same, the number of participants must be approxi-
inatelv the same, and the areas in which the two tests are conducted
must. be comparable as to population, per capita income, unemploy-
ment level, and other relevant factors.

The committee bill also provides that the tests are to be conducted
with Stite cooperation and with State sharing in the costs of the tests.
The State share of costs, however, could not exceed its share of the
costs under AFDC (as determined by its costs for the test area in
the 12 months before the test begins).
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To assure that the tests are so designed as to fulfill their objective
of providing Congress with the necessary data on which to base fur-
ther welfare legislation, the bill requires the Secretary of Health, Edu-
cation, and Welfare to give a complete and detailed description of the
test plans before they are implemented to this committee and to the
Committee on Ways and Means of the House of Representatives. The
Secretary would also be required to give consideration to any com-
ments and suggestions of the committees and to report to Congress at
least annually on the operations of the test programs.

In addition, the Secretary would be required in planning the tests
and in preparing reports on the tests to consult with the General Ac-
counting Office which also would have full access to the books and
records concerning the tests and would itself annually or more often
conduct audits of the test programs and make reports to Congress
concerning them. At the conclusion of the tests, complete reports with
recommendations would be submitted to Congress by both the Secre-
tary of Health, Education, and Welfare and the Comptroller General.

TESTS OF "FAMILY AssIsTANCE" PROGRAMS

The committee bill provides for the Department of Health, Educa-
tion, and Weif are to conduct one or two tests of "family assistance"
programs. Essentially, "family assistance" programs would be similar
to the present welfare program of Aid to Families with Dependent
Children except that eligibility would not be restricted to families in
which children are deprived of parental support because of the death,
incapacity, or absence from the home of a parent or because of the
father's unemployment. In addition to such AFDC-type families, a
"family assistance" program would also cover low income families in
which both parents are present and nondisabled and in which the
father is working full time, but is not earning a sufficient amount to
meet the family's needs as determined by an income standard related
to family size.

The "family assistance" tests would provide money payments to
families with incomes below certain minimum levels. Non-disabled
adults (with certain exceptions) could not refuse to accept employ-
ment or training; and placement, employment training, and.supportive
services would be provided. In determining eligibility and the amount
of assistance, a portion of earnings would be disregarded in order to
provide a monetary incentive for work.

TESTS OF "WORKFARE" PROGRAMS

The committee bill provides for one or two to be
conducted at the same time as the "family assistance" tests. A "work-
fare" program, under the provisions of the bill, would in large part
cover the same persons eligible for "family assistance"—but while t.he
"family assistance" tests would follow the traditional welfare ap-
proach, this proposal would stress "workfare" as a basis of entitle-
ment for those able to work. A sharp distinction would be made be-
tween welfare and "workfare." In effect, a presumption would
be made that certain groups (the aged, blind,, disabled, and families
with preschool age children where the father is dead, absent, or dis-
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abled) are not. employable. These persons would be eligible for cash
welfare payments amounting to a guaranteed minimum income. For
all other groups, however, there would be no guaranteed minimum in-
come but only a guaranteed work opportunity, with training and other
preparation for employment, where necessary.

Thus, the "workfare" proposal would restrict the types of families
eligible to receive welfare, and other families with incomes below the
specified standards would be expected to participate in the "workf are"
program. Participants in the "workf are" program would have their
wages supplemented if they are below the minimum wage. Allowances
would also be paid to those in training. The policy incorporated in the
"workf are" test proposals is that it should always be more profitable for
a mother with no children of preschool age heading a family to work
than to remain at home and receive welfare payments; and mothers
who head families with children of preschool age should be given a
choice. In order for this policy to be carried out, large-scale day care
and job development programs must be initiated, and the "workf are"
test provisions of the bill provide for such programs, including pro-
grams of subsidized public service employment.

One possible way in which the "workf are" test provisions could be
carried out would be through an employment corporation created to
administer the proposal. It would be the corporation's job to secure
employment in the community at least at the minimum wage for per-
sons registering for the workfare program. If jobs could not be found
at the minimum wage, the registrant could become an employee of the
corporation, which would contract out for his services on a temporary
or regular basis. If the corporation charged the employer less than the
minimum wage, the employee could receive a wage perhaps half-way
between the charge to the employer and the minimum wage. For ex-
ample, if the employer paid $1.00 per hour, the Corporation could
pay the employee $1.30 per hour (half wa.y between $1.00 and $1.60).
If after evaluating an employee's improved productivity the corpora-
tion decided to charge $1.20 per hour for his services, the employee
would receive $1.40 per hour. Once his wages had reached the mini-
mum wage, lie w-ould no longer be an employee of the corporation.

An employee of the corporation might be paid $1.00 per hour while
in full-time training, or if lie is willing to work but there is no job
available.

Whether through such a corporation or through some other method
of wage subsidization, each "workfare" test proposal would consist
of at least. these elements:

—Welfare payments to those unable to work (the aged, blind, and
disabled, and families with preschool age children where the
father is dead, absent, or disabled);

—A workfare program of guaranteed work opportunities for fam-
ilies headed by a person able to work;

—Day care for children of low-income working mothers; and
—Other appropriate supportive services.
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PILo'r PROPEOT To TEST THE AmIrNIsrrIiArIoN OF WELFARE
PROGRAMS BY VOOA'rIONAI, REHABILITATION PERSONNEL

In recent years. analogies have frequently been drawn between those
who sufler from physical disabilities and those whose lack of cultural
or educational background places them at a substantial disadvantage
in competmg for jobs in the labor market. The committee agrees that
these analogies have a certain validity in that both groups are in a
very real sense handicapped.

Further, the committee is impresed with the extent to which per-
sonnel engaged in the profession of fostering vocational rehabilitation
have been able to motivate the physically disabled with the desire to
overcome their handicaps and have been able through such motiva-
tion and through training to restore disabled individuals to useful,
productive, and independent lives. Unfortunately, public assistance
and manpower agencies have often not had similar success in rehabil-
itating welfare recipients. The committee is not sure that the. welfare
group will be as susceptible to rehabilitation techniques as the less
socially deprived segments of the population which have generally
constituted caseloads of vocational rehabilitation agencies. The com-
mittee bill, therefore, authorizes a pilot project designed to find out
whether the methods and attitudes of those. who have been successful
in rehabilitating the physically disabled can be applied with equal
success to welfare recipients.

Under the provisions of the bill, this project would be run concur-
rently with the fifst "family assista.nce" and "workfare" tests and in
a. comparable area. AFDC payments would be suspended in the area
for the duration of the test, but equivalent benefits would be provided
to those who would otherwise have been eligible for AFDC. In admin-
istering the project, the Secretary of Health, Education, and Welfare
is directed to use the personnel and facilities of the Rehabilitation Serv-
ices Administration. The objective of the project is to encourage and
assist adult individuals with a potential for work to prepare for and
obtain employment. Necessary counseling, rehabilitative, and other
services would be provided together with appropriate job training.

The "workf are" and "family assistance" test provisions relating to
reports to Congress and requiring consultation between the Depart-
ment and the committees and the Department and the General Ac-
counting Office are also applicable to this pilot project.
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IX. VETERANS' PENSION INCREASES

(Sec. 607 of the bill)

NATURE OF PENSION BENEFITS

Since our Nation's independence was declared, some 40 million per-
sons have served in its Armed Forces. After each major conflict in
which the IJnited States has been involved, benefits have been provided
for veterans of the conflict.. A major distinction is made between serv-
ice-connected benefits for veterans who are disabled as a result of their
military service or for the dependents of veterans who die as a result
of service, and non-service-connected benefits which have been enacted
not because of needs arising directly from military service, but on the
ground that the Government ow-es a special obligation to those who
were in military service during time of war but who are now in need.

Pensions are the major type of non-service-connected benefit. Non-
service-connected pension benefits date back to the Revolutionary War,
although they did not appear until 1818, 35 years after the Revolution
ended. Such benefits have also been provided for veterans of every one
of the major conflicts in which the United States has engaged. In the
19th century, pension law-s were enacted many years after the conflict
to which they pertained. Today, the same permanent pension laws
apply to the veterans of World War I, World War II, the Korean
conflict, and the Vietnam era. Under the current law, a veteran may
be eligible for pension benefits if:

He served in the Armed Forces at least 90 days, including at
least one day of service during wartime;

His income does not exceed limits specified in the law (currently
$2,000 if the veteran is single, $3,200 if he has cleipendents);

He is permanently and totally disabled (for purposes of the
pension law all veterans 65 or older are defined as permanently
and totally disabled); and

His net worth does not exceed a limitation determined by the
Veterans' Administration.

Widows and minor children of w-artime veterans are also eligible for
pension benefits if they are needy.

Before 1960, pensions for veterans of World War I, World War II,
and the Korean Conflict were provided on the basis of a flat amount
(generally $78.75 per month) if the veteran's income did not exceed
a specified figure—regardless whether his annual income was $100 or
$1,000, and whether he was single or married. Legislation was enacted
effeotive July 1, 1960, taking a first step in relating benefits more closely
to ned, Under the new law, married veterans were eligible for higher
benefits than single veterans, and veterans with less income were eli-
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gible for higher pensions than veterans with higher incomes. Veterans
receiving benefits under the "old law" before 1960 were permitted to
continue to do so if they wished to, but as pension benefits under the
"new law" have been improved, many "old law" veterans have chosen
to receive benefits under the current law.

CHARACTERISTICS OF PENsIoixrS

There are presently about 1.9 million pensioners; five-sixths of them
receive benefits under the current law, while one-sixth continue to re-
ceive benefits under the "old law" in effect before 1960.

Pensioners are primarily older persons; 7 out of 10 veterans receiv-
ing pensions served in World War I, and three out of four widows re-
ceiving pensions were married to veterans with World War I service.
The period of service for pensioners under the current law is shown in
table 1 below.

TABLu 1.—Pensioners under current law by period of military service

Veterans Widows
World War I 490, 253 474, 860
World War II 347, 566 217, 604
Korean conflict
Vietnam era

Total

24, 109
1, 320

18, 271
1,303

863, 248 712, 038

A significant number of pensioners under the curent law have vir-
tually no other source of income other than their pension. The income
of pensioners (other than their pensions) is shown in table 2
following:



TABLE 2.—Pensione'rs under current law by income other than pensions

Veteran alone Veteran with dependents Widow alone Widow with children

Income range Number Percent Number Percent Number Percent Number Percent

Less than $100 74, 700 25 56, 600 10 94, 500 17 8, 700 6

$100 to $500 13, 900 5 12, 100 2 32, 900 6 14, 700 10

$500 to $1,000 94, 300 32 100, 800 18 207, 200 36 38, 700 28

$1,000 to $1,500 73, 100 25 152, 300 27 182, 500 32 37, 400 26

$1,500 to $2,000 37, 300 13 132, 600 23 53, 700 9 16, 600 12

$2,000 to $2,500 56, 600 10 11, 100 8

$2,500 to $3,200 58, 900 10 14, 000 10

Total 293,300 100 569,900 100 570,800 100 141,200 100
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The income pensioners have in addition to their pensions comes from
a variety of sources, but three out of four pensioners are social security
beneficiaries.

TABLn 3.—Veterans' pensions in fiscal year 1970

Average cases Average cost Cost

Pensions (total)

Veterans (total)

Indian wars
Spanish-American War
World War I
World War II
Korean conflict
Vietnam era
Peacetime service

Survivors (total)

Indian wars
Civil War
Spanish-American War
World War I
World War II
Korean conflict
Vietnam era
Peacetime service

2, 249, 901 $1, 007 82, 264, 546, 000

1, 105, 103 1,228 1,357, 113, 000

2
4, 830

717, 772
356, 339

24, 952
1, 108

100

2, 000
1, 564
1,153
1, 358
1,448
1,895

180

4, 000
7, 554, 000

827, 316, 000
483, 978, 000

36, 143, 000
2, 100, 000

18, 000

1, 144, 798 793 907, 433, 000

186
912

43, 661
590, 823
448, 821

57, 917
2,462

16

828
1, 022

889
716
858
982
886
188

154, 000
932, 000

38, 821, 000
423, 188, 000
385, 277, 000

56, 876, 000
2, 182, 000

3, 000

VETERANS' PENSIONS AND SOCIAL SIcuRrrY

As mentioned above, under current law pensions for veterans are re-
lated to need as measured primarily by income. Thus as social security
benefits are increased, pension payments decrease. Since many pension-
ers are also social security beneficiaries, pressuje builds up to insulate
the pension from the effect of the social security increase.

Several approaches have been tried in the past to soften the impact
of social security increases on veterans' pensions. In 1964, when a so-
cial security increase was pending in the Congress a veterans' bill was
passed allowing 10 percent of social security benefits (and other types
of retirement income) to be disregarded in determining the amount of
the pension payment. The remedy raised additional problems, how-
ever, for the 10 percent disregard created an inequitable distinction
between those veterans who have -income subject to the 10-percent
exclusion and those who do not. A situation can arise in which two
veterans with identical income (and thus identical need) receive dif-
ferent pension amounts.

In landmark legislation enacted in 1968, the pension program was
thoroughly revised and improved. Pension benefits were much more
closely related to need in order to end the previous situation under
which a veteran could lose more in a pension reduction than he gained
from a social security increase. In. addition, the 1968 legislation pro-
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videci for a disregard of the 1968 social security increase during 1968
and 1969. Unfortunately, this temporary disregard approach also
proved to have defects.

Under present law, an increase in social security benefits is not taken
into account for pension purposes until the calendar year after it goes
into effect. Thus the social security benefit increase which became ef-
fective in 1970 will have no impact on veterans' pensions until Jan-
uary 1971.

If no legislation is enacted in 1970, the Veterans' Administration es-
timates that about 1,230,000 pensioners—69 percent of those on the
rolls under current law—will face a pension loss beginning January
1971. Of course, a veteran receiving a pension in 1971 would find that
his total income will still be higher than it was before the social secu-
rity benefit increase, since the pension reduction is considerably less
than the social security increase.

Under the proposed pension schedule in the committee bill, only
160,000 pe.nsioners—9 percent of those on the rolls under current law—
would face a pension loss. This 9 percent represents the pensioners
who have received a relatively substantial increase in social security
benefits this year; their reduction under the committee bill would of
course be less than under present law.

More than a million pensioners would face pension reductions next
January under present law but not under the committee bill.

Under the committee bill, the discriminatory exclusion of 10 per-
cent of social security and certain other types of income would be
eliminated, but the increased pension schedule in the comithttee bill
is so devised that no veteran or widow would receive a lower benefit
as a result of the elimination of the 10 percent exclusion. In fact, al-
most all pensioners would receive some increase.

INCOME LIMITAI'IoNs

Under present law pension benefits are related to income, but no
veteran or widow alone is eligible for a pension if his or her income
exceeds $2,000. The committee bill would increase the income limitation
from $2,000 to $2,300.

The income limitation for veterans or widows with dependents
would be increased from $3,200 to $3,600.

REVISED PENSION SCHEDULES

Pension benefits under present law and under the committee bill
are shown in the following tables:

52—149 O—70--——25
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TARLE 4.—Vetergn alone

Anns1 income ontly pension

More than—
But eqami to
or less than— Present law Committee bill

$110 $120
$300 400 108 120

400 500 106 117
500 600 104 114
600 700 100 110

700 800 96 106
800 900 92 102
900 1, 000 88 98

1, 000 1, 100 84 94
1,100 1,200 79 90

1, 200 1, 300 75 86
1, 300 1, 400 69 81
1, 400 1, 500 63 76
1, 500 1, 600 57 70
1, 600 1, 700 51 64

1, 700 1, 800 45 58
1,800 1,900 37 52
1,900 2,000 29 46
2, 000 2, 100 38
2,100 2,200 34
2,200 2,300 30



TABLE 5.—Veteran with dependents

Annual Income

But equal to or
More than— less than—

Veteran with 1 dependent

Monthly pension

Veteran with 2 dependents Veteran with 3 or more dependents
.Committee billPresent law Committee bifi Present law Committee bill Present law

$500
600
700
800

900
1, 000
1, 100
1, 200
1, 300

1, 400
1, 500
1, 600
1, 700
1, 800

1, 900
2, 000
2, 100
2, 200
2, 300

2, 400
2, 500
2, 600
2, 700
2, 800

2, 900
3, 000
3, 100
3, 200
3, 300

$500
600
700
800
900

$120
118
116
114
112

$130
130
128
126
124

$125
123
121
119
117

$135
135
133
131
129

$130
128
126
124
122

$140
140
137
134
131

1,000
1, 100
1, 200
1, 300
1,400

109
107
105
103
101

122
120
118
116
114

114
107
105
103
101

127
125
122
119
116

119
107
105
103
101

128
125
122
119
116

1, 500
1,600
1, 700
1, 800
1, 900

99
96
93
90
87

•

112
110
107
104
101

113
110
107
104
101

2,000
2, 100
2, 200
2,300
2, 400

84
81
78
75
72

113
110
107
104
101

99
96
93
90
87

99
96
93
90
87

84
81
78
75
72

69
66
62
58
54

50
42
34

2, 500 69
2, 600 66
2, 700 62
2, 800 58
2,900 54

3, 000 50
3, 100 42
3,200 34
3,300
3,400

98
95
92
89
86

83
80
77
74
71

68
64
60
56
51

84
81
78
75
72

98
95
92
89
86

83
80
77
74
71

68
64
60
56
51

3, 400 3,500
3, 500 3, 600

69
66
62
58
54

50
42
34

98
95
92
89
86

83
80
77
74
71

68
64
60
56
51

43
35

43
j3

43
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TABLE 6.—Wi4ow alone

Annual Income Monthly pension

More than—
But equal to

or less than— Present law Committee bill

$300 400 73 80
400 500 72 78
500 600 70 76
600 700 67 74

700 800 64 72
800 900 61 69
900 1,000 58 66

1, 000 1, 100 55 63
1, 100 1, 200 51 60

1, 200 1, 300 48 57
1, 300 1, 400 45 54
1,400 1,500 41 51
1,500 1,600 37 47
1, 600 1, 700 33 43

1, 700 1, 800 29 39
1, 800 1, 900 23 35
1, 900 2, 000 17 30
2,000 2,100 24
2,100 2,200 21
2,200 2,300 18
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TABLE 7.—Widow with one child

Annua I income Monthiy pension

More than—
But equal to

or less than— Present law Committee bill

$600 700 89 96
700 800 88 95
800 900 87 94
900 1,000 86 93

1, 000 1, 100 85 92
1, 100 1, 200 83 91
1, 200 1, 300 81 89
1,300 1,400 79 87
1, 400 1, 500 77 85

1, 500 1, 600 75 83
1, 600 1, 700 73 81
1, 700 1, 800 71 79
1, 800 1, 900 69 77
1, 900 2, 000 67 75

2, 000 2, 100 65 73
2, 100 2, 200 63 71
2, 200 2, 300 61 69
2, 300 2, 400 59 67
2, 400 2, 500 57 65

2, 500 2, 600 55 63
2, 600 2, 700 53 61
2, 700 2, 800 51 59
2, 800 2, 900 48 57
2, 900 3, 000 45 55

3, 000 3, 100 43 53
3, 100 3, 200 41 51
3,200 3,300 49
3,300 3,400 47
3,400 3, 500 45
3,500 3,600 42
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EFFECT or COMMIrrEE BILL

The effect of the committee bill is illustrated in the following
examples.

A veteran with no dependents who received a social security benefit
of $85.90 in December 1969, was eligible for a pension of $88, for a
total monthly income of $173.90. The Congress increased his social
security benefit to $98.80 in 1970. Under present law, his monthly pen-
sion would be cut $4 in January 1971, for a total income of $182.80.
Under the committee bill, not only would his pension not be cut—it
would actually be increased $2. Thus, the veteran would get both the
full benefit of his social security increase plus an additional small in-
crease in his pension for a total income of $188.80.

A married veteran whose social security benefit in December 199,
was $112.70 was eligible for a $103 monthly veterans' pension, for a
total income of $215.70. The Congress increased his social security
benefit to $129.60 in 1970. Under present law, his pension will be cut
to $101 next January, making his total income $230.60. Under the
Committee bill, his pension will be increased to $110 instead of cut,
and he will have the full benefit of the social security increase plus a
$7 pension increase for a total income of $239.60.

A widow with one child whose monthly social security benefit in
December 1969, was $106 was eligible for an $83 widow's pension for
a total income of $189. The Congress increased her social security
benefit to $122 in 1970. Under present law her pension would drop to
$79 in January 1971, bringing her total income to $201. Under the
committee bill, her pension will not be cut, but instead will be raised
to $85, giving her the full benefit of her social security benefit increase
and raising her total income to $207.

DEPENDENCY AND INDEMNITY COMPENSATION FOR PARENTS

Present law provides monthly benefits to the survivors of veterans
whose death was related to their military service. Benefits to widows
of these veterans were most recently increased in 1969.

The parents of a serviceman or veteran whose death was service-
connected may also receive dependency and indemnity compensation.
Like pension benefits for veterans and widows, dependency and in-
demnity compensation payments to parents are related to the income
of the parents. The Committee bill would provid increases in the
parents' dependency and indemnity compensation schedules as shown
in the tables below:
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TABLE 8.-—Dependency and indemnity compensation payments to parents of
deceased veterans or servicemen whose deaths are service connected

[1 parent]

Annual Income Monthly payment

More than—
But equal to
or less than— Present law Committee bill

$800
900

1, 000
1, 100

$800
900

1, 000
1, 100
1, 200

$87
81
75
69
62

$94
90
86
82
76

1, 200
1,300
1, 400
1, 500
1,600

1, 300
1,400
1, 500
1, 600
1,700

54
46
38
31
25

69
62
55
48
41

1, 700
1, 800
1,900
2,000
2,100
2,200

1, 800
1, 900
2,000
2,100
2,200
2,300

18
12
10

34
28
22
16
14
12

TABLE 9-—Dependency and indemnity compensation payments to parents of
deceased veterans or servicemen whose deaths are service connected

[2 parents not living together]

Aimual Income other than DIC Monthly payment, each parent

More than—
But equal to or

less than— Present law Committee bill

$800
900

1, 000
1, 100

$800
900

1, 000
1, 100
1, 200

$58
54
50
46
41

$63
61
58
54
51

1, 200
1, 300
1, 400
1, 500
1, 600

1, 300
1, 400
1, 500
1, 600
1, 700

35
29
23
20
16

47
42
37
32
28

1,700
1,800
1, 900
2,000
2, 100
2,200

1,800
1,900
2, 000
2, 100
2,200
2,300

12
11
10

24
21
18
15
13
12
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TABLE 10.—Dependency and indemnity cOmpen8atiOn payments to pareflt8 07'
deoeased veterans or servicemen whose deaths are service connected

[2 parents living together]

Combined annual Income other than DIC Monthly payment, each parent

More than—
But equal to or

less than— Present law Committee bill

$1,000 $58 $63
$1, 000 1, 100 56 62

1, 100 1, 200 54 60
1, 200 1, 300 52 58
1, 300 1, 400 49 56

1, 400 1, 500 46 54
1, 500 1, 600 44 52
1, 600 1, 700 42 50
1, 700 1, 800 40 48
1, 800 1, 900 38 46

1,900 2,000 35 44
2, 000 2, 100 33 42
2, 100 2, 200 31 40
2, 200 2, 300 29 38
2, 300 2, 400 26 36

2, 400 2, 500 23 34
2, 500 2, 600 21 32
2, 600 2, 700 19 30
2, 700 2, 800 17 28
2, 800 2, 900 15 26

2, 900 3, 000 12 24
3,000 3,100 11 22
3, 100 3, 200 10 20
3,200 3,300 18
3, 300 3, 400 16

3, 400 3, 500 14
3, 500 3, 600 12

COST

The Veterans' Administration estimates that the committee bill
would increase pension and dependency nd indemnity compensation
payments by $160 million over present law in the first full year of
effectiveness.
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X. MISCELLANEOUS AMENDMENTS

A. TAX AMENDMENTS

DENIAL OF TAX DEDUCTION WITH RESPECT TO CERTAIN MEDICAL
REFERRAL PAYMENTS

(Sec. 6O of the bill and sec. 162(c) (2) and (3) of the Code)

Present la'w.—As a result of the Tax Reform Act of 1969, present
law provides that no tax deduction is to be available for illegal bribes
or kickbacks paid where, as a result of the payments, there is success-
ful criminal prosecution.1 If the bribe or kickback does not constitute
a criminal act (presumably even if there is a loss of license), or if the
taxpayer is not successfully prosecuted, a deduction is available.

In 29 States, medical referral payments are not illegal and, therefore,
are clearly deductible under present law. In the remaining 21 States,
medical referral fees by physicians are classified as constituting unpro-
fessional conduct and are grounds for revocation of licenses to practice
medicine.

The pre-1969 law did not generally state that bribes and kickbacks
were not deductib]e. However, the courts, in effect, denied deductions
for payments which were held to be contrary to "public policy." In
1952, the Internal Revenue Service ruled that medical referral pay-
ments were generally deductible if they did not "frustrate sharply
defined National or State policies evidenced by a governmental
declaration proscribing particular types of conduct." While what
constituted "public policy" was by no means a settled matter, it is
likely that if a State were to revoke a license to practice medicine
because of the payment of a medical referral fee, the payment would
have been held by the courts to be contrary to public policy. As a
result, if the Internal Revenue Service had denied a deduction for a
medical referral payment where a license was revoked, it is quite
likely that the courts would have upheld the Service. On the other
hand, under pre-1969 law, the Lilly case refused to deny a deduction
for referral payments in the case of opticians where the payments,
although questionable ethically, were not illegal or grounds for revo-
cation of license.

General reasons for change.—Tlie committee, when it adopted the
provision relating primarily to treble damage payments in the con-
sideration of the Tax Reform Act of 1969, did not intend to relax the
deductibility rules in the case of medical referral payments. Such
payments are considered to be unethical by the American Medical
Association, and their deduction for tax purposes is inimical with
public policy.

I A separate rule is provided ifiegal payments to Government officials. Illegal payments to them are not
deductible whether or not there Is a successful prosecution. However, in these cases the burden of proof is on
the Government to the same extent as in a fraud case.
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The difficulty in dealing with this problem lies in the fact that
these payments under pre-1969 law, although they may not have
been deductible in 21 States, probably were deductible in the remain-
ing 29 States where the payments were not grounds for revocation of
the license to practice medicine. Since professional conduct is a matter
generally regulated by State law, it seems inappropriate for Congress
to make all medical referral payments as a general rule nondeductible.

The Federal Government, however, is directly involved in the field
of medical payments to the extent of payments made under either
the medicare or medicaid programs. Medical referral payments,
where the compensation is provided by the Federal Goveinment
through the medicaid or medicare programs, are made criminal acts
by section 273 of the bill and, therefore, on this ground would, even
under the 1969 Act, not be deductible for tax purposes if there were
successful criminal prosecution. however, the committee believes that
merely making medical referral payments illegal under the medicare
and medicaid programs does not fully effectuate the desired policy
in this area, since the requirement of a criminal conviction contained
in present law has the effect of unduly limiting the number of deduc-
tions for medical referral payments which are disallowed.

Explanation of provision.—The bill deletes the requirement in
present law (sec. 162(c) (2)) which requires a conviction in the case of
bribes and kickbacks before a deduction for them is denied. Instead
the bill provides for the denial of a deduction in the case of bribes
and kickbacks which are illegal either under Federal or State law if
these laws subject the party involved to liability for criminal or civil
penalties (including the loss of license). In the case of a payment which
is illegal under State law, the deduction will be denied on the basis
of such illegality only if the law is generally enforced. The bill makes
clear that referral fees are to be treated as bribes or kickbacks for
purposes of the disallowance provision.

REQUIRED INFORMATION RELATING TO EXCESS MEDICARE TAX
PAYMENTS BY RAILROAD EMPLOYEES

(Sec. 603 of the bill and sec. 6051 of the Code)

Present law.—Under present law as provided by the Social Security
Amendments of 1967, a railroad employee or railroad representative
whose work is covered by railroad retirement and who is also employed
in other work covered by social security is entitled to receive a credit
or refund of the excess medicare tax he may have paid because of this
dual employment status. To inform an employee of his compensation
covered by railroad retirement and the hospital tax deducted from it,
the 1967 Amendments required railroads to include on the W—2 forms
(which must be furnished to employees by January 31 of each year),
the amount of wages paid subject to railroad retirement, the amount of
railroad retirement tax deducted from these wages, and the por-
tion qf 'the tax attributable to hospital insurance (medicare). With
this information it was presumed that he would be aware of his refund
rights and thereby claim them as a credit on his return.

aeneral reasons for clzange.—Unfortunately, the present information
requirement cannot readily be complied with by the railroads in time
to meet the January 31 date. The railroads' inability to furnish this
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information by January 31 results from the fact that the wage concept
under railroad retirement is different from the wage concept for
Federal income tax purposes. Adjustments required in arriving at
railroad retirement compensation (which is determined on a monthly
basis for any year), cannot be readily made in the 31-day period
following the close of the calendar year. Also, the railroads cannot
identify the relatively few employees who might be eligible for refunds
and thus must necessarily supply the information on the W—'2 forms
to all their employees, which number about 580,000.

Explanation of provision.—In view of the problem described above,
the committee decided to delete the provision of present law requiring
railroads to supply separate hospital tax information on the W—2
forms for their employees. This is accomplished by deleting the
reference to section 3201 in section 6051(a) and by striking out para-
graphs (7) and (8) in that subsection. In addition, the reference to
section 3201 is deleted from section 6051(c).

In place of supplying the separate hospital tax information generally
on all W—2 forms, the bill requires that railroad employers include
on, or with, these forms a notification that any person who has a
second employment, in addition to his rai1roac employment, may be
eligible for a credit or refund of any excess medicare tax which he
might have paid because of employment under both social security
(including employee and self-employment coverage) and railroad
retirement. This is provided by adding a new subsection (e) (1) to
section 6051.

In addition, railroad employers, in the case of individuals having
this dual railroad retirement and Social Security coverage, are, upon
the request of the emJloyee, to furnish him a written statement show-
ing the amount of railroad tax coverage, the total amount deducted
as tax, and the portion of the total amount which is for the financing
of the cost of hospitalization insurance under part A of title XVIII
of the Social Security Act.

This limits to a relatively small number the cases where the addi-
tional information needs to be sup1ied.

The amendments made by this provision apply to remuneration
paid after December 31, 1969.

REPO1tTING OF MEDICAL PAYMENTS

(See. 604 of the bill, sec. 6050A of the Code, and sec. .1122 of title XI
of the Social Security Act)

Pre8ent law.—Under present law, a person making specified kinds
of payments in the course of a trade or business to another person,
amounting to $600 or more in a calendar year, must ifie an information
return showing the amounts_paid and the name, address and identify-
ing number of the recipient. In November, 1969, the Internal Revenue
Service announced a ruling applying this reporting requirement to
payments under medical insurance plans and medical assistance pro-
grams. Under the ruling, insurance companies (including those par-
ticipating in medicare), Blue Cross-Blue Shield organizations, State
agencies participating in medicaid, and unions and employers with
self-insured or self-administered plans must make information rturns
with respect to payments to doctors, dentists, and other providers of
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health care services. Before the ruling, payments to providers of
health care services ordinarily were not required by the Internal Reve-
nue Service to be reported on information returns, although such
reporting was authorized.

General reasons for change .—T he Treasury Department testified
before the committee and recommended that its authority to require
reporting of medical payments be expanded. Although organizations
are required under the ruling to report direct payments (often de-
scribed as "assigned" payments) to providers of health care services,
there is no authority under present law to require the reporting of pay-
ments made to the patients themselves ("unassigned" payments), even
though in normal circumstances they are paid over to providers of
health care services, or represent reimbursement of earlier payments
to providers. The Treasury recommended that it be given the auth-
ority to require reporting of unassigned payments. In this connection
it should be noted that the reporting requirement itself can be ex-
pected to have a salutary effect. The Treasury testified before the
committee that past experience has demonstrated that information
reporting can greatly increase the level of voluntary reporting of in-
come. It said that from 1960 to 1963 the number of individual income
tax returns reporting interest income increased more than 100 percent,
and reported interest increased from $5.1 to $9.2 billion, largely as a
result of the reduction of the level of information reporting on interest
from $600 to $10 per year. On the other hand, representatives of the
insurance industry testified that reporting of unassigned payments
would be very costly in relationship to the benefits expected to be
derived.

In view of the above considerations, the committee decided to
provide specifically for the payments made to providers of health care
'ervices in the case of "assigned" (direct) payments. In the case of
"unassigned" (indirect) payments, it decided that it was appropriate
to require reporting in those cases where the Federal Government
administers the program or funds it to a substantial extent.

The Treasury Department also recommended in its testimony that
it be given specific authority to require reporting of payments to
professional service corporations, proprietory hospitals and other
providers of health care services and to impose a requirement on these
organizations to report subsequent payments by them to other pro-
viders of health care services. The Treasury also asked for specific
authority to require that_payers furnish to providers the information
reported to the Internal Reveiiue Service. The committee concurred
in these recommendations.

Explanation of provision8.—With respect to assigned (direct) pay-
ments, the bill would specifically require the reporting of payments
made to providers of health care services, beginning with the calendar
year 1971. This provision codifies the existing ruling.

With respect to unassigned (indirect) payments, reporting is
limited to payments under Government health care programs, such
as medicare, medicaid, and the Federal employees health benefits
program. In the case of unassigned_payments, the payiig urganizatlon
would be required to report not the amount actually paid to the
insured, but the amount shown on the bills submitted by the msured
in 'support of his claim. Reporting with respect to unassigned payments
is to begin with calendar year 1972.
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The committee was concerned that limiting the reporting of un-
assigned payments to payments under Government programs might
lead to widespread shifts from assigned to unassigned payments, to
the detriment of the patient, where a Government program is not
involved. The committee resolved its concern by adding a provision
to the bill directing the Secretary of the Treasury and the Secretary
of Health, Education, and Welfare to study the pattern of billings to
determine the extent to which there is a shift from assigned to un-
assigned payments and to report their findings each year to the
committee and to the House Committee on Ways and Means. Should
a significant shift occur, the question whether reporting should
be required with respect to all unassigned payments will be recon-
sidered.

As under present law, the reporting requirement is to apply only
if the aggregate payments to a provider during the calendar year
exceed $600. However, assigned and unassigned payments are to be
aggregated separately, and a separate $600 minimum is to apply to
each category. It is anticipated that the Treasury Department will
provide by regulation that payers may report all amounts, if they
wish to do so, without regard to the $600 limitation.

The reporting requirements are not to apply to payments to tax-
exempt hospitals or other organizations described in section 501(c) (3)
and exempt from taxation under section 501(a), or to agencies or
instrumentalities of the United States or of any State or political
subdivision.

The reporting requirements are not to apply to a payment made by
an individual for health care services furnished to himself or any
other individual, unless the payment is made in the course of a trade
or business. Thus, although the requirement applies to an insurance
company that pays an insured patient's doctor bill, it does not apply
to the patient himself when he pays a doctor bill, because he is not
making the payment in the course of a trade or business.

The reporting requirements also are not to apply to the payment of
wages subject to withholding by an employer, if they are reported on a
Form W—2 or other statement under section 6051.

The bill authorizes the Secretary of the Treasury or his delegate to
establish other exceptions by regulation.

For purposes of the reporting requirements, "health care services"
are defined by reference to the services to which the medicare and
medicaid provisions apply, and include such other similar or related
services as the Secretary or his delegate may prescribe by regulations.
The definition includes medical and dental services, and various
related items of personal property, including drugs and biologicals.

A "provider of health care services" is defined as a person who
furnishes health care services, unless his services are principally the
selling or leasing of personal property (such as drugs and biologicals).
For example, doctors, dentists, nurses, medical technicians, hospitals,
and clinics are providers of services, but proprietory pharmacies and
organizations renting health care equipment usually are not.

The bill also provides a definition of Government health care pro-
grams, since reporting with respect to unassigned payments is required
only with respect to payments under Government programs. "Gov-
ernment health care program" means any program for providing

52—149 O-—70————26
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health care services which is administered by any Department,
agency or instrumentality of the Government of the United States
or is funded to a substantial extent by the United States. The term
includes the medicare and medicaid programs and programs for
maternal, child health, and crippled children services (under titles V,
XVIII, and XIX of the Social Security Act), the Federal Employees
Health Benefits Program (under chapter 89 of title 5, United States
Code), military health benefits (under chapter 55 of title 10, United
States Code), and veterans benefits (under chapter 17 of title 38,
United States Code).

The reporting requirements apply to payments made by the United
States, any State or political subdivision, or any of their agencies
or instrumentalities. The returns required of these governmental units
are to be made by the officers or employees having information as to
the payments.

The bill requires every person who makes a return tQ furnish each
person whose name is set forth in the return a written statement
showing the name and address of the person making the return and the
total amounts reported with respect to assigned and unasssigned
payments. The statement is to be furnished on or before January 31
of the year following the calendar year for which the information return
was made.

The bill also requires a provider of health care services to furnish,
upon request of the payer,, his address (and, if different, the address
used for purposes of filing his income tax return) and his identifying
number. This information must. be furnished whether or not assigned
payments, or amounts paid or payable with respect to unassigned
payments, total $600 or more at the time the request is made.

The payer is required to retain records with respect to the informa-
tion shown on the return, and to make the records available to the
Secretary or his delegate.

The committee also agreed that it was appropriate for the Internal
Revenue Service to supply insurance companies making assigned or
unassigited payments the names, addresses, and, identifying numbers
of doctors and others covered by this provision. The names, addresses,
and identifying numbers provided the insurers for this purpose,
however, are not to be used by them for any other purpose.

The bill also amends title XI of the Social Security Act to require
the Secretary of Health, Education, and Welfare to provide for similar
reporting with respect to medicare and medicaid payments. Beginning
with calendar year 1970, the Secretary is required to keep records
showing the identity of each provider of medical or health care items
or services who receives payments under medicare and medicaid
programs, and under programs for maternal, child health, and crippled
children services (under title V of the Social Security Act), the types
of items or services rendered, and the aggregate amounts paid to the
providers under each program. In order to carry out this requirement,
the Secretary is given the 'authority to require information from all
persons, agencies, or agents administering or assisting in the 'adminis-
tration of these programs. The providers are required to be identified
by their identifying numbers.

The bill requires the Secretary of Health, Education, and Welfare
to submit to the Senate Committee on Finance and the House Corn-
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mittee on Ways and Means an annual report identifying each person
paid a total of $25,000 or more during the preceding year under
medicare, medicaid, and title V programs. Reports must be submitted
for the calendar year, beginning with 1970, not later than June 30 of
the following calendar year. These reports will facilitate the com-
mittees' exercise of their legislative responsibilities with respe t to
these programs.

RETIREMENT INCOME CREDIT

(Sec. 611 of the bill and sec. 37 of the Code)

Pre.sent law.—Present law provides a retirement income credit to
taxpayers age 65 or older or who retired under a public retirement
system. The credit is 15 percent of eligible retirement income up to
$1,524 for single persons and up to $2,286 for. married taxpayers, both
of whom are age 65 or over for a maximum credit of $228.60 and
$342.90, respectively. The maximum base for the credit is reduced by
the amount of social security, railroad retirement, and other tax
exempt benefits. Because social security and railroad retirement
benefits are tax-exempt, the retirement income credit was designed to
provide approximately equal tax treatment for taxpayers that receive
retirement income in a form other than social security and railroad
retirement. In addition, the maximum base of the credit for persons
between age 62 and 72 is reduced by earned income in excess of
$1,200—a reduction of 50 cents for each dollar of earnings between
$1,200 and $1,700, and on the basis of a dollar for each dollar of
earnings above $1,700.'

General reasons for change.—-When the retirement income credit
was enacted into law in 1954, the maximum amount of retirement
income which could then qualify for the credit ($1,200) was equal to
the annual maximum amount which could be received in social secur-
ity benefits. (Similarly, the amount of nonretiirement income which
could be received without reduction of the tax credit was approxi-
mately equal to the amount of non-retirement income which could
be received by recipients of social security without a reduction
in social security benefits). Although social security benefits were
subsequently increased, the maximum amount of retirement income
available for the credit was not changed until 1962. In 1962, the max-
imum limit of the credit for an individual was increased to $1,524
to correspond with the maximum social security benefits enacted in
1958: In 1964, a corresponding increase in the maximum limit of the
credit to $2,286 was provided for married couples. Since then the
maximum and average social security benefits have been raised sub-
stantially, increasing the difference between social security benefits
and the maximum base for the retirement income credit.

The committee concluded that the gap between the level of social
security benefits and the base for the retirement income credit has
become excessive. As a result, it concluded that the maximum base for
the credit should be brought more nearly in line with current levels
of social security benefits. The new base provided for the retirement

'Far taxpayers under age 6 (who have retired unier a public retirement system),
the base for the credit is reduced dollar for dollar by earnings in excess of $900. For
taxpayers age 72 or over, the base is not reduced by earnings.
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credit is not as high as the maximum social security benefits provided
by the bill, however, in recognition of the fact that most social security
beneficiaries—with whom the analogy is usually made—also do not
receive maidmum benefits. The new base for the reitirement credit, how-
ever, is well above the average social security benefits provided by the

In addition, the committee concluded that it would be appropriate
also to increase the earnings levels above which the base for the credit
is reduced. Here, too, the bill aligns these levels more closely with the
current amounts social security recipients may earn without a reduc-
tion (or with a 50-percent reduction) in benefits.

Explanation of provision.—The bill increases the maximum base
for the retirement income credit from $1,524 to $1,872 for a single
individual (sec. 37(d) of the Code), and from $2,286 t $2,808 for
qualifying married couples (sec. 37(i) of the Code). This increases
the maximum credit from $228.60 to $280.80 for a single person and
from $34290 to $421.20 for qualifying married couples. The amount
that can be earned without reduction in the base for the credit (sec.
37(d) (2) (B) of the Code) is raised from $1,200 to $1,680. Similarly,
the earnings which may be received in the range where the credit base
is reduced 50 cents for each dollar of earnings is increased from the
previous $1,200 to $1,700 range to a range of $1,680 to $2,880. This also
means that the level of earnings which reduce the credit base dollar
for dollar is raised from $1,700 to $2,880.

The effective date of this provision is taxable years beginning after
December 31, 1970.

This provision is estimated to provide tax reduction of $85 million
annually.

TAX CREDIT FOR PoirrioN OF SALARY PAm PA1rrICIPANTS IN WORK
INCENTIVE PROGRAM

(Sec. 612 of the bill and secs. 40, 50, and 50A of the Code)

When the Work Incentive (WIN) Program was enacted in 1967,
Congress and the Labor Department were optimistic that it would help
relieve the incidence of dependence on welfare by training welfare
recipients to qualify for gainful employment. It was an effort to aid
recipients in getting off the we] fare rolls and onto payrolls.

For many reasons, however, WIN has not been as successful as was
originally envisioned. Other amendments in the bill, described in
part VIII of this report, seek to modify the WIN program to make
it a more effective tool in leading welfare recipients to econom'ic
independence.

It is clear that improvements in the operation of the Work Incentive
Program will be insufficient by themselves if jobs in the private sector
are not available for WIN participants. Therefore, the committee bill
would add a special tax credit provision to encourage employers in
the private sector to set up on-the-job training programs for and hire
welfare recipients iarticipating in the Work Incentive Program.

The committee believes that the dual approach of improving the
WIN program on the one hand and seeking greater employer partici-
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pation in the program on the other—the latter by allowing this tax
credit—will be of great benefit in matching up jobs and welfare
recipients. It is convinced tha.t whatever revenue loss is Oécasioned by
enactment of the tax credit will be more than offset by reductions in
welfare appropriations as recipients move from welfare to workfare.

The amount of the credit which would be allowed against an em-
ployer's income tax liability would be equal to 20 percent of the wage
or salary of an individual in on-the-job training or placed through
the WIN program during the first 12 months of his employment. As a
further incentive to hire individuals covered by the work incentive
program, the tax credit would be in addition to the present deduction
fOr business expenses (which includes employee training costs).

Explanation of Provi.ion.—Under this provision, a taxpayer is to
be allowed as a credit against his income tax liability for the taxable
year an amount equal to 20 percent of "work incentive program ex-
penses" which he has paid or incurred during the year. However, the
credit for a taxable year may not exceed. $25,000 plus 50 percent of
the taxpayer's income tax liability in excess of $25,000. "Work incen-
tive program expenses" are defined as the wages and salaries attrib-
utable to the first 12. months of employment of employees who are
placed in on-the-job training or employment under a work incentive
program established under section 432(b) (1) of the Social Security
Act. The amendment makes clear that the credit is not to be available
with respect to wages or salaries paid to domestic employees. On the
contrary, it is provided that.only wages and salaries paid in the course
of a trade or business are to qualify.

If the taxpayer terminates the employment of an employee placed
under the work incentive program at any time during the first 12
months of employment or at any time during the next 12 months after
the first 12 montIs of employment have been completed, then any tax
credit allowed under this provision for the employee is to be recap-
tured. The tax liability of the taxpayer, for the year of termination,
is increased by an amount equal to previous tax credits allowed for
work incentive program expenses incurred with respect to the em-
ployee. The recapture provision is not to apply if the employee vol-
untarily leaves the employment of the taxpayer or if the employee
becomes disabled.

This provision also permits any unused tax credits under this sec-
tion to be carried back three taxable years and then to be carried
forward seven taxable years. The unused credit carryback may be
used to reduce any income tax liability for the years to which it is
carried. However, any unused credit for a year may only be carried
back to a taxable year beginning after December 31, 1968.

The provision contains several limitations. A credit may not be taken
for work incentive program expenses which do not qualify as deduct-
ible trade or business expenses, or if the expenses have been reimbursed
to the taxpayer. Further, the credit would not be allowed for any
expenses of training conducted outside the United States. Also, no
work incentive program expenses on behalf of an employee may be
used in computing the credit if the expenses are incurred after the end
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of the 24-month period beginning with the date of initial employment
by the taxpayer. In addition, no work incentive program expenses may
be taken into account with respect to an employee who is closely related
to the taxpayer. If the taxpayer is a corporation, estate or trust, special
rules are provided to achieve a similar result.

The provision is to be effective for taxable years beginning after
December 31, 1970.

REFUND OF SOCIAL SECURITY TAX TO MEMBERS OF CERTAIN RELIGIOUS
FAITHS Orosim To INSURANCE

(Sec. 128 of the bill and sec. 6413 of the Code)

The committee 'bill extends an exemption (by a refund or credit
against income taxes at yearend) from the employee portion of social
security taxes to members of certain religious sects who have con-
scientious objections to social security by reason of their adherence to
the established teachings of the sect. The employee is required to file
an application for exemption from the tax 'and would have to waive
his eligibility for social security and medicare benefits. The provision
specifically states that there would be no forgiveness of the employer
portion of the social security tax' as the committee believes that this
would create an undesirable preference in the statute.

This exemption (refund) is more fully described in part III of
this report.

B. OTHER AMENDMENTS

APPOINTMENT AND CONFIRMATION O' ADMINISTRATOR OF SOCIAL AND
REHABILITATION SERVICE

(Sec. 605 of the bill)

The Social and Rehabilitation Service was established in 1967 by a
reorganization within the Department of Health, Education, and Wel-
fare. Its responsibilities are broad, encompassing the Federal welfare
programs, medicaid, and programs in the areas of vocational rehabili-
tation, aging, and juvenile delinquency. The sums involved are huge;
these programs accounted for expenditures totaling $9 billion in fiscal
year 1970. The bulk of the funds are spent on the public assistance and
medicaid programs.

The size of the budget is not the only indication of the responsibili-
ties of the Administrator of the Social and Rehabilitation Service and
the commissioners of the bureaus under him. For the Administrator
is the agency's top official in formulating policy for such important
programs as medicaid and the work incentive program aimed at help-
ing assistance recipients to become economically independent.

At present, three agency heads in the Department of Health, Educa-
tion, and Welfare with stature equivalent to that of the Administrator
of the Social and Rehabilitation Service—the 'Commissioner of Social
Security, the Commissioner of Education, and the Surgeon General of
the Public Health Service-_all are nominated by the President with
the Senate's advice and consent. In fiscal year 1970, the expenditures
of the Social and Rehabilitation Service exceeded those of the Office
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of Education and Public Health Service combined. The committee
bill would end the present anomaly by treating all four agency heads
equally. The bill would upgrade the stature of the Administrator of the
Social and Rehabilitation Service by having the President select him
and by giving him the support of the Senate that his colleagues now
enjoy.

AIWIS0RY COUNCIL REPORTING DATE

('Sec. 606 of the bill)

In order to provide the current Advisory Council on social security
vith an opportunity to modify its report so as to take nto account
social security legislation enacted toward the end of this year, the
committee bill would extend the life of the Council for 2 months by
requiring that its report be submitted not later than March 1, 1971,
rather than by January 1, 1971.

The current members of the Council and its Chairman are expected
to continue to serve on the Council until the Council concludes its
deliberations and its reports are transmitted to the Congress. It is
assumed that a change, occurring in the last weeks or months of the
Council's deliberations, in the status which was the basis or a basis for
a member's appointment to the Council will not preclude such member
from continuing to serve until the Council submits its report.

PASS-ALONG TO WELFARE RECIPIENTS OF INCREASES UNDER 1969
SOCIAL SECURITY AMENDMENTS

(Sec. 608 of the bill)

The Social Security Amendments of 1969 included a provision to
assure that recipients of aid to the aged, blind, and disabled would
be allowed to keep at least a portion of the social security benefit in-
creases which that act provided effective in 1970. This provision
prohibited States from offsetting the full amount of those increases
with corresponding reductions in welfare grants. Instead, the act
required that each recipient be assured that histotal monthly income
would be raised by at least $4 or (if less) by the amount of his social
security benefit increase. Originally, this pass-along provision was to
have expired at the end of June 1970. Subsequent 'legislation extended
the provision through October 1970 and also made it applicable to wel-
fare recipients who received an increase this year in railroad retire-
ment benefits. The committee bill provides a further extension of the
provision through the end of 1971.

Though the social security benefit increase in this bill is effective
as of January 1, 1971, it is expected that due to processing time, checks
reflecting the increase will not be issued until April 1971. During that
month, a secoid check will be mailed out containing the increases not
included in the checks fOr the first months of 19T1. The committee bill
also requires States to disregard, for public assistance purposes, the
retroactive benefit increase cheek. mailed out in April.
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(Sec. 613 of the bill)

At the present time the Commissioner of Social Security is at level
V of the Executive Schedule (salary $36,000 per year), as is his dep-
uty. In contrast, other similar positions in the Department of Health,
Education, and Welfare are at level IV of the Executive Schedule
(salary $38,000 per year) while their deputies are at level V, one
grade lower. The duties of the Commissioner of Social Security—
both in terms of the number of employees and responsibilities for
supervising expenditures of public funds—is much greater than any
comparable position in the Department of Health, Education, and
Welfare. For example, the Commissioner of Social Security is respon-
sible for expenditures of about $45.7 billion a year—about 70 percent
of the expenditures in the entire Department—53,000 employees—
about one-half of all the employees in the Department. In contrast,
the higher graded Administ;rator of the Health Services and Mental
Health Administration is responsible for expenditures of about $1.5
billion and 25,400 employees; the Director of the National Institutes of
Health is responsible for expenditures of about $1.5 billion and for
11,400 employees; the Administrator of the Social and Rehabilitation
Services is responsible for expenditures of about $.2 billion and for
1,900 employees.

In recognition of the high-level responsibilities of the Commissioner
of Social Security and to. preserve a grade-level separation between
him and his deputy, the committee bill contains a provision which
would place the position of Commissioner of Social Security at level
IV of the Executive Schedule which is one grade higher than the grade
level of his deputy.

AuTHoRIzATIoN FOR THE MANAGING TRUSTEE OF THE SECURITY TRUST
FUNDS To ACCEPT MONEY Givrs MADE UNCONDITIONALLY TO THE
SOCIAL SECURITY ADMINISTRATION

(Sec. 609 of the bill)

There is no authorization in the law for the managing trustee of
the social security trust funds (by law, the Secretary of the Treasury)
to accept gifts and bequests made to any of the social security trust
funds., While imrethicted bequests can be deposited in the general
funds of the Federal Government, berniests restricted to any of the
social security trust' funds cannot be acCepted without enactment of
special legislation.

There is precedent in the law for the Government 'to accept gifts for
special purposes. The Secretary of Health, Education, and Weif are
can accept gifts for certain, divisions of the pubIc health service,
such as the National Library of Medicine, the National Cancei Insti-
tute, or the National Heart Institute. St. Elizabeths Hospital, and the
Cuban refugee program.

There have been some cases where money has been bequeathed to
the social security trust funds. Because such a bequest cannot be
accepted, confusion and delay in settling the estate may result. The



405

Department points out that while the amount of money lost to the
trust funds is insignificant, it seems unjustifiable that an act pre-
sumably motivated by appreciation for, and confidence in, a Govern-
ment program should cause complicated and perhaps interminable
legal problems for the survivors.

The committee bill, therefore, adds a new provision to the House-
passed bill to authorize the managing trustee of the social security
trust funds to accept money gifts made unconditionally and to deposit
them in the social security trust funds.

Under this amendment, gifts would be credited to the particular
trust fund designated by the donor (the old-age and survivors in-
surance trust fund, the disability insurance trust fund, the hospital
insurance trust fund, or the supplementary medical insurance trust
fund). If no fund is designated, the gift would be credited to the
old-age and survivors insurance trust fund.

LOANS ro SUPPLY FUNDS TO ASSIST HOSPITALS AND EXTENDED CAmE
FAcILrrrEs TO MEET REQUIREMENTS OF LITE SAFETY CODE

(Sec. 610 of the bill)

A relatively small number of hospitals and extended care facilities,
constructed of combustible materials, a.re required to be eciuipped with
automatic sprinklering systems in order to participate in Medicare and
Medicaid. Some of these institutions do not presently have such
systems and have been permitted to participate in medicare with the
understanding that they would install them as soon as possible. Some
have been unable to do so because of the lack of funds, as well as the
unavailability of sources to which they might look for loans on rea-
sonable terms.

In order to help those institutions presently providing necessary
care to a substantial proportion of beneficiaries in the area who need
such care, and continue to meet the needs of beneficiaries who would
not otherwise have access to needed care without these institutions, the
committee bill would authorize t.he Secretary of Health, Education,
and Welfare to approve loans for the purpose of installing sprinkler-
ing systems which meet. the requirements of the Life Safety Code of the
National Fire Protection Association. Loans would be authorized
during the period ending December 31, 1975, but only where the ap-
propriate State planning agency finds that the proposed loan should
be made to permit the continued participation in Medicare of an in-
stitution that was part.icipating in the program on January 1, 1971
and that the proposed investment would not be inconsistent, or inap-
propriate in terms of area needs for the facility concerned. Thus,
loans would be made for existing structures only.

Loans would be made only after a finding by the Secretary that the
institution is unable to raise the required funds internally, and is un-
able to obtain a loan at a reasonable rate of interest and on reason-
able terms from other sources. The amount of the loan may not ex-
ceed an amount that can reasonably be expected to be repaid by the
institution.
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The interest charged on such loans will be at the average rate of
return on assets of the hospital insurance trust fund at the time the
loan is made. Loans are to be repaid over a period not to exceed 10
years, in equal periodic payments no less frequently than annually.
The loan will become due and payable in full at any time that the
facility no longer affords services to a reasonable proportion of Medi-
care beneficiaries in the area who require such services or if the funds
are not used for the purpose intended. Funds necessary for such loans
are authorized to be appropriated from the general revenues of the
Federal government.

The committee expects that the Secretary, in considering whether
to terminate an institution's participation in Medicare by reason of
its failure to install a required automatic sprinklering system because
of the lack of funds, will take into account the opportunity here pro-
vided to obtain such loans on favorable terms, as well as the likelihood
that the institution will apply for such a loan and that it would be
approved by both the State agency and the Secretary.



XI. CHANGES IN EXISTING LAW

In the opinion of the committee, it is necessary, in order to ex-
pedite the business of the Senate, to dispense with the requirements
of subsection 4 of rule XXIX of the Standing Rules of the Senate
(relating to the showing of changes in existing laws made by the bill,
as reported).
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XII. SEPARATE VIEWS OF MR. FULBRIGHT

Notwithstanding my strong support for title I of II.R. 17550 con-
taining increases in social security benefits, I voted in Finance Com-
mittee against reporting this legislation in its present form. As now
constituted, the bill contains, in addition to social security provisions,
numerous medicare and medicaid amendments, some family assistance
proposals, a catastrophic health insurance plan, and a major inter-
national trade package. Any one of these proposals would be con-
sidered a major piece of legislation. Aside from the merits of these
provisions, it is my view that the procedural obstacles likely to result
from attaching several quite different and controversial areas of legis-
lation to the bill will jeopardize the bill's passage.

While I am not in agreement with all of the other areas of H.R.
17550 as reported it is the trade provisions which give me the most
particular concern. There is substantial and respected evidence that
this trade bill will portend grave foreign policy and economic conse-
quences generally, not to mention its aasociated inflationary pressures.

The Finance Committee has considered an inordinate number of
issues this year and, in my opinion, was not able to give adequate time
to trade hearings. Considering the scope of this legislation, relatively
few witnesses appeared before the committee. One witness who did
testify, however, was the Secretary of State. .With reference to the
likelihood of this bill crippling international commerce, Secretary
Rogers' forecast is bleak:

It may be said that these fears are unjustified, that the pro-
posed legislation merely seeks to deal with certain special
and urgent problems of the United States, and that other
nations too have restrictions on imports. The fact is, how-
ever, that the legislation before you could lead to restrictions
on a very large volume of U.S. trade, as much as $3 billion or
more, and other nations are acutely aware of this.

Statements such as this one have not been rebutted to my satisfac-
tion, and these unanswered questions about the impact of this bill
leave serious misgivings in my mind about supporting it. For ex-
ample, my State depends to a great extent on agricultural exports,
as evidenced by a fiscal year 1970 total of $296 million. I must say
that I have not been convinced that this bill will not adversely affect
the export markets of such products as soybeans, cotton, and rice.

I am, of course, sympathetic to the problems caused by foreign im-
ports which exist within such industries as textiles and footwear. In-
deed, their plight suggests that a review of our international trade
policies should be forthcoming. Such a review should, however, be
comprehensive and should be undertaken with deliberation and ac-
companied by adequate hearings. The adjournment rush is no time to
attempt to focus on a question of this magnitude.

(413)
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Accordingly, I voted in committee to separate the trade amendments
from the social security bill, believing such action would enhance the
latter becoming law. I regret that this effort was unsuccessful.

Our senior citizens on fixed incomes are those in our society who
suffer mot seriously from inflation, and it seems indeed ironic that a
bill designed to give needed social security increases and reform should
become encumbered with, among other things, far-reaching trade pro-
posals, the economic consequences of which could conceivably offset
the originally intended benefits of H.R. 17550.

J. W. FtJLBinGHT.



XIII. ADDITIONAL VIEWS OF MR. RIBICOFF

Part One—Welfare

Comprehensive welfare reform is the most urgently needed domes-
tic legislation now being considered in Congress.

The necessary improvements have not been provided by the Senate
Finance Committee amendments. Therefore, Senator Bennett and I
propose a program of substantive reform to 'go into effect following
extensive testing to assure administrative and operational efficiency.

Our proposal is based on the major provisions of the Family Assist-
ance Plan proposed by the Administration. While our amended
Family Assistance Plan does not provide everything ultimately
required to perfect this nation's welfare program, it is a necessary
and significant step forward.

The United States must commit itself to end poverty. Family As-
sistance can be a major contribution toward fulfilling that com-
mitment.

I. THE PRINCIPLES OF REFORM

Welfare is not a subject of interest only to the poor and the wel-
fare worker. The measure of a whole socIety is taken from the ade-
quacy, equity and efficiency of its programs for the needy. Their prog-
ress is our progress.

The principles of adequate welfare are simple and paramount:
First, assurance to all members of society of an income adequate to

meet their basic needs;
Second incentives and opportunity for the employment of all

citizens;'
Third, encouragement and support of the basic family structure;
Fourth, a uniform system of national standards supported and

financed by the federal government; and
Fifth, simple and efficient administration dedicated to assisting

rather than demeaning the poor.
We are a wealthy people. As the prerequisites of citizenship have in-

creased, so too have our responsibilities to our society and our fellow
man. As a nation we can no longer tolerate a system of public assist-
ance which fails to meet the most basic principles of humanity.

II. THE PRESENT WELFARE SYSTEM AND THE FINANCE
COMMIrFEE AMENDMENTS

The present public welfare system in the United States is a failure.
Assistance payments are insufficient to meet minimal needs. Family

and work incentives are lacking. Eligibility is based on arbitrary
categories rather than need. While Congress has established a legal
right to assistance, it has provided a system which frustrates the ex-
ercise of these rights and demeans those who do exercise them.

(415)
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The welfare amendments of the Senate Finance Committee have
ignored these very basic failures and therefore are inadequate to the
challenge of reform.

I share the view of the Committee that far-reaching and innovative
social legislation should be tested thoroughly before implementation
on a nationwide basis.

But, testing alone in a time of urgent need is not enough.
In August 1969, the President outlined reform legislation which,

while not perfect, would take several significant and constructive steps
toward a strong welfare system.

The House of Representatives passed legislation embodying the
basic principles of the President's proposal—the Family Assistance
Plan.

After many weeks of hearings, however, the Senate Finance Com-
mittee regrettably refused to consider this plan in detail and sub-
stituted an amendment calling merely for two years of tests.

Clearly, passage of a two year test program requiring more legis-
lation at the end of that test period means no welfare reform until
1974 or beyond. Reform is much more urgent than that.

The proposal Senator Bennett and I intend to make provides for
extensive testing in the period between enactment and the effective
date of welfare reform. The most innovative proposal, to assist the
"working poor", would be tested in several areas for more than a year.

Extensive pre-testing of this nature would provide more than ade-
quate time to iron out the problems in organization and administration
of Family Assistance. Furthermore, information gained from careful
evaluation of existing "working poor" programs in six states would
be readily available.

III. A PLAN OF WELFARE REFORM

Tle full Senate should have an opportunity this year to debate and
pass Qfl a substantive plan of welfare reform. We intend to propose
such a plan.

It contains the major elements of the Family Assistance Plan first
announced by the President in 1969; refined by the House of Repre-
sentatives in H.R. 16311, passed on April 16, 1970; and revised further
on October 13, 1970 by the Administration.

It contains substantial changes suggested in my letter to Secretary
ichardson dated December 2, 1970.

The plan also couples a program of pre-testing with authorization
for substantive welfare reform.

A. FAMILY ASSISTANCE

The Family Assistance Plan would provide a basic income floor for
all families with children. Families headed by a fully employed male,
the "working poor", would be included for the first time as well as all
families now eligible for AFDC. The concept of a federally-supported
income floor for all families in need regardless of other classifications
is a forward step toward a strong welfare system.

The income floor would be computed on the basis of $500 each for
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the first two members of a family, and $300 for each additional mem-
ber, or $1,600 for a family of four without income. The minimum
Family Assistance payment would be entirely financed by the federal
government.

The Family Assistance payment level would provide increased in-
centives to earn outside income. The FAP benefit would be gradually
reduced as the family income increased. In computing the benefit, the
first $720 of income ($60/month) would be. disregarded. Each dollar
of income above $720 annually, would reduce the FAP payment by
50 cents.

TABLE 1.—FAMILY OF FOUR FAP BENEFIT

Income
FAP payment

Total income

$0
1,600

$500
1, 600

$720
1,600

$1,000
1,460

$2,000
960

$3,000
460

1, 600 2, 100 2, 320 2,460 2,960 3, 460

No payments would be made above an income level of $3,920 for a
family of four.

B. STATE SUPPLEMENTARY PAYMENTS

Above the basic Family Assistance allowance, each state in which
the AFDC payment level in November 1970 was higher than the
Family Assistance level must supplement the FAP payment up to
that level or the poverty line whichever is lowBr.

The federal government would share 30% of the cost of these sup-
plements, up to the poverty level.

The states would not be required to supplement the "working
poor"—intact families with an employed male—and federal sharing
would not be available for states which did supplement these families
voluntarily.

Special rules would apply in computing the amount of state sup-
plementary payments. A state would be required to disregard (1)
$720 per year plus (2) one-third of the remaining income.

Thus, in a state which presently pays a family of four up to $3,000,
a family with $2,800 income would receive a state supplement of $1,053
in addition to FAP benefits of $560.

TABLE 2
Earned income $2, 800
Disregard —720

Total 2, 080
Disregard % of $2,080 —693

Total 1,387
FAP payment to family of four earning $2,800 - +560

Chargeable iucoe 1, 947
State supplement 1,

Total FAP and State supplement and earnings 4,413
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C. WORK REQUIREMENTh

Eligibility for Family Assistance benefits is conditioned on registra-
tion for manpower training and employment programs. These require-
ments are applicable to all members of an eligible family except:

(a) Persons unable to engage in work by reason of illness, in-
capacity or advanced age;

(b) Mothers of children under six;
(c) Mothers or other female caretakers of a child if a male

member of the family is working;
(d) Children under 16 or a student;
(e) A person whose presence in the home is required because

of the illness or incapacity of another member of the household.
Following suggestions by Senator Talmadge, our plan establishes

priorities in the placement of welfare recipients into work or training
slots. These priorities are:

(1) unemployed fathers
(2) persons over 16, not regularly employed and not students
(3) regularly employed persons
(4) all others required to register

). PENALTIES FOR REFUSAL TO WORK OR ACCEPT TRAINING WITHOtIT GOOD
CAUSE

If a member of a family refuses, without good cause, to accept work
or training under the provisions of this program the family cash pay-
ment under Family Assistance will be reduced by $500. In addition,
state supplementary payments will be reduced accordingly.

E. PROPOSED CHANGES IN THE FAMILY ASSISTANCE PLAN

On December 2, 1970, I communicated to the Secretary of Health,
Education, and 'Welfare a list of ten suggested improvements in the
proposed Family Assistance Plan.

These changes should be incorporated into any welfare reform legis-
lation considered by the Senate, and most have been included in the
Ribicoff-Bennett disposal.

(1) A National Goal:
Today, one in every eight Americans is poor. In the wealthiest na-

tion in history, our poor outnumber the total population of Canada.
More than a third of our poor are children. Many of the rest are ill,
disabled or elderly.

These people are tragic evidence of our neglect, and lack of com-
mitment to end poverty.

Our growing national affluence has not been fully shared. In a fu-
ture which promises greater riches for many but continued poverty
for some, we have, in the words of the President's Commission on
Income Maintenance Programs, "the potential for social division un-
paralleled in our country".

Our failure has been a failure of commitment rather than resources.
We have the means to end poverty. Let us resolve to do so.
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As a. beginning step, Congress must establish a national goal to
end poverty in this decade.

(2) Unemployed karents Program:
As passed by the House of Representatives, H.R. 16311 provided

for mandatory state supplementation (with federal sharing) of f am-
ilies headed by an unemployed father. (AFDG—UP) Under present
law, this is an optional jrogram existing in 23 states.

In the Administration revisions of H.R. 16311, this mandatory
AFDC—UP has been deleted.

I strongly support inclusion of this program—as provided by the
House of Representatives and the original Administration proposal.
Restoration of this provision would benefit some 90,000 families, or
more than 300,000 poor people.

(3) Restoration of the Requirements in Sec. 452 of H.R. 16311 for
Using "standard of need" for Families With Income:

In August 1969, the President, in his welfare address to the Nation,
spoke strongly for the principle that no recipient would be worse off
under his proposal than under existing law. Unfortunately, a subse-
quent revision of H.R. 16311 would adversely affect families with
outside income in 22 states by reducing state supplements. Restora-
tion of the "standard of need" provision in Sec. 452 will remedy this
unwise provision.

(4) Minimum Wage Levels for Welfare Recipients Taking
Employment:

A universally recognized objective of welfare reform, clearly stated
in the President's welfare message, is the great need to move the poor
from relief rolls to payrolls. Legislation toward this laudable goal,
however, mUst not sacrifice very basic objections to providing a ready-
made pool of forced labor for employers paying substandard wages.

Substandard wages perpetuate poverty. At $1.00 an hour, a fully
employed husband and father of two children falls almost $2,000
below the barest minimum income required for his family.

Therefore, I propose that provisions be added to this reform legis-
lation stipulating that welfare recipients required to accept work be
paid a reasonable wage, preferaibly the basic minimum wage of $1.60
an hour. The Ribicoff -Bennett proposal takes a major step in this di-
rection by guaranteeing wages of at least $1.20 an hour.

(5) Adequate Safeguards for State and Local Employees Taken
Under Federal Programs:

There must be assurances that 'state and local welfare employees,
who would be encompassed by the new federal program, are treated
fairly with respect to their seniority, salary and pension rights earned
under their previous employers.

(6) Federal Administration of Fully Federally Financed Welfare
Programs:

Welfare reform must reduce the major inequities and complexities
that result from over 50 different welfare systems with their varied
forms, reqmrements, and regulations. In many states today, the sys-
tin is operated by three separate levels of government: federal, state
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and local. The redtape, inequities, and sheer complexity of these ar-
rangements must be reduced.

Therefore, I propose that reform legislation include a provision
for mandatory federal administration of all welfare programs which
are 100% funded by federal monies. This provision will be a major
step toward our goal of universally applied standards for all
recipients.

(7) Public Service Employment:
The major goal of any public assistance program should be the

provision of adequate employment opportunities permitting recipi-
ents to supplement and eventually replace welfare payments by
earned wages.

Regrettably, the original Family Assistance Plan presented to
Congress contained not a single job opportunity.

Senator Harris and I have suggested an amendment establishing
a strong program of public service employment. Such an amendment
would complement the training provisions already suggested above
by assuring a greater number of jobs at the end of the training cycle.

Therefore, .1 propose a public service employment program for
recipients of FAP benefits or state supplementation.

Under the amendment, the Secretary of Labor would enter into
grants or contracts with public or private nonprofit agencies to create
jobs in a wide variety of enumerated fields of benefit to the public.

Special provisions were designed to assure that such jobs are not
dead-end jobs and that they offer opportunities for career advance-
ment. The Secretary of Labor is required to review each employment
record at least once every six months.

The jobs provided must meet standards with regard to health,
safety, and working conditions, not jeopardize existing employment,
and otherwise conform to certain protections. Wages paid must at
least equal the federal minimum wage or, if higher, any applicable
state or local minimum wage. or the prevailing wage for such jobs in
the same labor market area.

In order to encourage movement by participating individuals into
regular jobs and th ensure that these jobs involve the performance
of useful work, provision is made for declining federal matching
over time. Ninety percent matching is provided for the first 24 months
during which such employment is provided, and 80 percent there-
after.

The Secretary of Labor is obligated to expend at least $150 million
annually on such public service jobs. The funds may come from ap-
propriations pursuant to part C of title IV of the Social Security
Act or from any other funds available to the Secretary or the Depart-
ment of Labor under other acts.

(8) Work Requirements for Mothers of School-Age Children:
In 1967, the Senate recognized the inherent social difficulties of

forcing mothers of school-age children to accept employment. At that
time, the Senate passed an amendment which exempted mothers of
school-age children from required employment during the hours chil-
dren are home from school.
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The most cursory examination of history shows that the victims of
legislation forcing mothers to work are the children of those mothers.
Our own national traditions are based on the belief that the best inter-
ests of the child are best protected by its mother. The decision whether
to accept employment while the child remains at home should be left
solely with the mother.

While not exempting mothers of school-age children from work,
the proposal of Senator Bennett and myself will guarantee that moth-
ers of these children will only be required to work if adequate child
care facilities arc available. In actual fact, the work priorities practi-
cally assure that mothers of schoolchildren will not be affected by
work requirements.

(9) Additional Safeguards for the Legal Rights of Welfare
Recipie'nts:

The Administration's Family Assistance legislation provided for a
marked and regressive change affecting the legal rights of welfare
recipients by requiring that stepfathers assume legal responsibility
for their stepchildren. Most states do not impose an obligation of
support on a stepfather. Generally, our federal system has left matters
of domestic relations laws to the wisdom of the states. Thus, the
effect of the original FAP provision was to impose a discriminatory
obligation on the stepfathers of poor families. Senator Bennett and I
have proped that this unwise provision be eliminated.

(10) Adjustment of the Base Pa?Jment of FAP to Reflect (lost of
Living Increases:

Administration estimates have shown that increasing the level of
payment above $1,600 for a family of four would cost approximately
$400 million annually in federal revenues for every $100 increase in
benefits.

While it is certainly preferable that the base benefits of FAP be
increased, it is more important that effective reform legislation be
enacted this year.

However, as the barest minimum objective, it is imperative that
FAP should include a provision to reflect additional costs of living.

IV. EFFECTS OF WELFARE REFORM

A. THE COSTS OF WELFARE REFOR11

The plan outlined in the preceding pages has been estimated to in-
crease federal welfare costs by approximately $4.3 billion.

These costs are comparable to those estimated for the Administra-
tion's original proposal and for the bill. H.R. 16311, passed by the
House of Representatives earlier this year.

It is estimated that the proposal would make 24 million Americans
eligible for some federal welfare assistance compared to 11.6 milion
now eligible under AFDC and the adult categories.

The followmg charts give detailed information on costs and case-
loads.
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TABLE 3.—Estimated net C08t

(In billions)

Payments to Families $2. 1
Fiscal Relief to States . 4
Adult Category . 9
Day Care and Training .6
Administration .4
Increased Costs Due to Food Stamp Check Off —. 1

TotaL 4.3

TABLE 4

COMPARISON OF PROJECTED ELIGIBLES UNDER THE FAMILY ASSISTANCE PLAN AND PROJECTED RECIPIENTS

UNDER CURRENT LAW, 1972—76 (ASSUMES 100 PERCENT FAP PARTICIPATION) 1

IMillions of personsi

1972 1973 1974 1975 1976

Under family assistance plan:
Persons in families eligible for FAP only 11.7
Persons in families eligible fnr FAP and State supplementaL 9.0
Adult category recipients 3.3

Total 24. 0

Under current law:
AFDC recipients 9.6
Adult category recipients 3.2

Total 12.8

11.3
9.5
3. 5

10.2
10.7
3.6

9.1
12.0
3.8

8.0
13.4
3.9

24. 3 24. 5 24.9 25.3

10. 8
3. 4

12. 1
3. 5

13.6
3. 7

15.3
3.8

14.2 15.6 17.3 19.1

I Comparison not directly appropriate since FAP projections include all eligibles (100 percent participation) while AFDC
projections show only actual recipients (reduced participation).

Revi8ed E8timate8

The above figures are based on 100 percent participation by all
eligible recipients. However, it is not realistic to assume full partici-
pation in a new welfare program. As was pointed out by Mayor
Lindsay of New York before the committee, actual participation
rates in New York City programs for the "working poor" are about
33 percent even after twenty years of operation.

Actual participation in the program will vary in accordance with
the amount of benefits available to a family. A breakdown of Family
Assistance eligibles by amount of benefits is shown below:

TABLE 5

Number of
Amount of annual persons

family benefit (in thousands)
Amount of annual

family benefit (in

Number of
persons

thousands)

0 to $100 965. 9 $701 to $800 707. 1
$101 to $200 1, 177. 6 $801 to $901 721. 5
$201 to $300 689. 9 $901 to $1,000 1, 077. 0
$301 to $400 875. 6 $1,001 to $1,499 3, 310. 1
$401 to $500 981. 0 $1,501 to $1,999 3, 228. 4
$501 to $600 676. 2 $2,001 plus 3,350. 3
$601 to $700 697. 6

Total 118,458.2

1 Does not include persons in families eligible only for State supplemental benefits.
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A plausible relationship between benefits and participation is shown
in the next tt.b1e:

TABLE 6

Annua
Participation

1 benefit rate (percent)
Participation

Annual benefit rate (percent)

$0 to
$201
$401

$200 10
to $400 30
to $600 50

$601 to
$801 to
$1O00

$800 70
$1000 90

plus 95

Assuming less than 100 percent participation, the net additional
federal welfare costs would be $3.9 billion.

TABLE 7

[In billions)
Payments to Families $1. 7
Fiscal Relief to States . 4

Adult Category . 9

Day Care and Training .6
Administration .4
Increased Costs Due to Food Stamp Check Off —. 1

Total 3. 9

Estimates of actual recipients, assuming less than :100 percent par-
ticipation are:

TABLE 8

COMPARISON OF PROJECTED RECIPIENTS UNOER THE FAMILY ASSISTANCE PLAN AND CURRENT LAW,

1972—76 (ASSUMES REDUCED FAP PARTICIPATION)'

(In mIllIons of personsi

1972 1973 1974 1975 1976

Under family assistance plan:
Persons is families receivingFAP only
Persons in families receiving FAP and State supplementaL.
Adult categoxy recipients

Total

Under current law:
AFDC recipients
Adult category recipients

Total

8.0
8.1
3. 3

7.7
8.4
3. 5

6.8
9.3
3. 6

5.9
10.2

3. 8

5.0
11. 1
3.9

19.4 19.6 19.7 19.9 20.0

9.6
3.2

10.8
3.4

12. 1
3.5

13.6
3.7

15.3
3.8

12.8 14. 2 15.6 17.3 19. 1

I Assumes projected FAP participation rates at less than 100 perc ant and so me impact of training programs.

B. FISCAL RELIEF FOR TEE STATES

The program proposed by Senator Bennett and I would provide
substantial and vitally needed relief to states now burdened by rap-
idly increasing welfare costs.

This relief is provided through two different approaches. First, the
federal minimum payments in both the family and adult categories
combined with federal sharing in supplementary programs will pro-.
vide over $400 million of immediate relief to state treasuries. Second,
a "freeze" provision included in the Ribicoff-Bennett proposal will
guarantee that state costs required under this program cannot exceed
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90 percent (plus a cost of living factor) of welfare costs incurred by
the state in calendar year 1971.

C. SUMMARY

The Beginning of a More Equitable, Ecient System
The welfare proposal outlined above represents a significant step

toward a stronger, fairer and more efficient public assistance system.
The principles of the plan are directly related to solving the prob-

lems now facing welfare in the United States.
First, it provides more uniform national standards, including a

federally supported minimum welfare benefit and national eligibility
rules;

Second, it provides more efficient organization through simplified
application and payment procedures and strengthened federal
administration;

Third, it provides increased work incentives by including the "work-
ing poor" and expanding training and employment opportunities; and

Fourth, it provides increased assistance to presently eligible recipi-
ents now mired in poverty.

Let us be clear about the overall effects of this program. It will not
reduce the number of eligible recipients. Nor will it reduce welfare
expenditures. The needs of our poor, our sick, our elderly, and our
children will not permit such reductions. Today, almost three out of
very four poor children receive no benefit from federal welfare
programs. Olose to fifteen million poor Americans do not receive any
assistance.

We must learn that we cannot save money by wasting hve.
The plan which Senator Bennett and I will introduce is far from

perfect. It fails to include many of the steps I believe will be ultimately
necessary for a strong welfare program.

Among other things, it does not cover single persons, or childless
couples under 65. Eligibility for these people is a prerequisite for a
truly universal assistance program. The basic federal payment of
$1,600 for a family of four is bare.ly adequate. Federal sharing should
be expanded to include state supplements to the "working poor".

However, it is fair to say that if the plan is not perfect, it is necessary.
Authorization of a program similar to that outlined above is a

necessary first step in reforming American welfare.

V. OTHER COMMITrEE AMENDMENTS TO PRESENT WELFARE LAWS

In addition to the test program of Family Assistance, the com-
mittee has also recommended some amendments to present welfare
laws. Several of these amendments, are retrogressive and self-defeat-
ing; four of these are particularly important.
Use of Federal Funds to Support the Legal Process

One committee amendment prohibits the use of federal funds to
pay directly or indirectly the salary of any individual who partici-
pates in legal actions designed to interpret or test federal legislation.

In a time when much emphasis is given to the desirability of settling
our djffernces within established legal institutions, this provision
seems- partlcularly regressive and divisive.
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No federal legislation should be immune from established and
recognized judicial scrutiny. In our adversary system of justice, this
scrutiny is best developed by legal actions originated by the parties
in interest. Powerful corporations are fully entitled, in our system, to
test laws in courts and deduct the costs of legal representation. In
many cases, the only advocates for the poor are Community Legal
Services personnel who, by a conscious policy decision of Congress,
are often supported by federal funds. To deny these funds is to deny
the right of effective advocacy to a large segment of our society.

American justice is based on the theory that all citizens are equal
before the law. By denying effective representation in cases involving
laws most directly affecting the immediate lifestyle of the poor, equal-
ity of rich and poor before the law becomes a myth.
Alan Iii The House

The committee has resurrected a provision permitting states to deny
AFDC benefits to children in families where a man may be occasion-
ally present. even though he has no legal ditty to support the child.

In 1968, the Supreme Court struck down a similar "man in the
house" provision on the ground that an unrelated adult in the home
has no legal obligation to support the child, and therefore, the child
may be eligible for AFDC.

The committee's amendment set forth a long list of criteria by
which a parental-type relationship could be established and the man
be held responsible financially for the child.

In addition to the unrealistic burdens this would place on welfare
administration, the provision would penalize the children for the con-
duct of the mother.

An unrelated man who visits a child's mother, no matter how reg-
ularly, cannot be relied upon to provide a meaningful parent-child
relationship. If he does make financial contributions, these are counted
in determining the family's benefits now.
Residence Requirements

Another committee amendment raises an additional issue recently
ruled on by the Supreme Court.

In 1969, the Court declared durational residence requirements un-
constitutional because they interfere with the right to travel.

The committee has sought to re-establish residence requiremients,
requiring that a recipient only receive payments equal to the lower
benefit level from which he moved.

Whether this provision would correct the constitutional defect can-
not be predicted, but it certainly would create inequities between resi-
dents of the same state. It would penalize new arrivals who were not
previously on welfare but come to require it in the state to which
they move, and would restrict the mobility of the poor who wish to
seek better economic opportunity in a different state.
Definition of an Unemployed Parent

Present law authorizes a program, at state option, to support fam-
ilies in which the father is unemployed. This program is now opera-
tional in 22 states. In its regulations the Department of Health, Edu-
cation, and Welfare has defined "unemployed" to mean less than 30
and in some cases 35 hours of work per week.

52-149 0 - 70 - 28
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The committee amendment defining unemployment to mean less
than 10 hours a week or 80 hours a month, is far too restrictive, and,
in effect, defeats the purpose of the unemployed father program
(AFDG—UP). It is hard to conceive that a man working 12 hours
a week is fully employed. More to the point, it is unrealistic to expect
that the wages of a few hours of work a week can adequately support
a family. A more reasonable definition of employment will provide
greater incentives for the partially employed to continue and improve
their work skills.

VI. AID TO THE BLIND, Aor AND DISABLED

The Finance Committee has adopted minimum support levels for
the 3 million recipients under the aged, blind and disabled program
which are too low to support an adequate standard of living for an
adult couple. The committee has adopted minimum payments of
$130 per individual and $200 per couple per month. In addition, the
committee has eliminated food stamps for these recipients. In corn-
parison, the House bill passed payment levels of $110 for an indi-
vidual and $220 for a couple, plus food stamps.

I piopose setting minithum payments for needy adults at least at
the level of $130 for an individual and $230 for a needy couple under
the adult programs.

VII. CoNcLusIoN

Welfare reform is so urgent that the 91st Congress should not
adjourn until the United States Senate has debated and voted on
the merits of the issue.

Part Two—Trade

The trade features of this bill do not belong in the social security
measure. They are so important they should be debated and voted upon
separately and on their merits.

The portions of this bill containing the committee's foreign trade
proposals bear vitally on the future direction of our own country's
trade policies and those of our major trading partners. The proposed
changes are of much greater potential importance to world stability
than the particular situations they seek to remedy.

Fears have been raised abroad that because of its current economic
difficulties, the United States will be tempted to pursue short-sighted
protectionist policies with damaging and far reaching consequences.
Some commentators have gone so far as to state that this legislation
would spark a chain of reprisals and signal a return to mercantilism.
'I'here is an unfortunate tendency to paint the Unite.d States as the only
villain here. But all industrialized nations do not have clean hands as
far as their trade practices go.

By now it skould be clear that trade problems will increasingly go to
the root of our foreign relations with our European allies and Japiin.
With the United Kingdom negotiating its membership in the Common
Market, we must. begin planning now how we will get along with a
trading bloc which will account for 40% of total world imports. Our
trade policies will undoubtedly have a great influence on the political
direction of Europe and Japan in the last quarter of the 20th Century.
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Until now, our NATO and Asian policies and our conceptions of
the future of Europe and Asia have been formed largely by geopolitical
considerations. But with the growing prospects for poltical detente in
Europe and the shifting of power in Asia, it will be the geoeconornic
problems that will come to the fore. It is essential that we do not get on
the wrong track at the outset. In an area where complexity is the rule,
we have become bogged down in detail while paying insufficient atten-
tion to the larger issues involved.

Since the completion in 1967 of the Kennedy Round, world trade
policy has been allowed to drift. While tariffs on certain items in world
commerce still remain obstacles, it is the nontariff barriers to trade
which are becoming major irritants in international commerce. The
increasing use of new varieties of protectionism by ourselves and by
other countries raises the real possibility that the great international
conflicts of the 70's might well be trade wars.

In seeking to prevent damaging and senseless trade disputes, we
seem to fashion our responses ou: a piecemeal basis. The brief hearings
in the Senate on the legislation before us reflects this lack of depth. In
addition, the Department. and agencies in our government making and
implementing our trade policies appear to operate without overall
policy guidance and suffer from a lack of continuing high level atten-
tion. As economic issues are resolved on their own merits in isolation
from our overall foreign policy objectives, they will continue to be sub-
jected to special domestic pressures which too often prove irresistible
because of their persistence., rather than thair logic.

Our present dec.isionmaking processes in this area should be re-
placed by a more integrated framework, where policy can be more
consciously arrived at. It follows that the Executive Branch of our
government must be significantly strengthened to perform this task.

Given the enormity of the stakes here, we can no longer afford the
luxury of thinking small when it comes to our foreign trade relations.
If we and our trading partners devote our energies to planning re-
prisals rather than proposing initiatives, and to imposing new restric-
tions rather than seeking greater cooperation, it is clear that we will
be working to the detriment.of all. The chaos which must inevitably
ensue from a failure to devise a workable set of international rules
will poison foreign relations between nations and do harm to domestic
economies.

The burden of creating a workable system of international trade,
however, cannot be borne by America alone. Movement toward freer
trade should not be a one-way street. The growing economic strength
of the European Economic Community and Japan calls for corre-
sponding give on their side and greater sensitivity on their part to
our own problems. For example, the difficulties we face in negotiating
a textile agreement with Japan is to some extent due to the barriers
erected by the EEC countries against Japan's apparel exports. Also,
the Common Agricultural Policy of the EEC affects American agri-
cultural exports to Common Market countries, while the subsidiza-
tion of EEC agricultural products inhibits American exports to other
markets.

A willingness on the part of the EEC and Japan to join us in estab-
hshmg guidelines and workable rules for international trade is essen-
tial. If nations are to stop trying to pass on the costs of their own
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domestic problems to each other, they must first realize the mutuality
of interest involved, and do more to harmonize and rationalize t.heir
trade relations.

For the United States this might mean se.eking more flexibility in
providing timely adjustment assistance for our own workers and in-
dustries. For European countries and Japan this could involve stricter
adherence to agreed-upon groundrules.

Given the magnitude and potential significance of economic prob-
lems to world stability and progress in the years ahead we certainly
need more comp'ete and frank discussions of the basic issues involved.
In the Senate we must have full and comprehensive hearings where
we can hear from our best informed people and have all points of view
presented. Only then can we begin to take responsible legislative
action to resolve the paradoxes and baffling contradictions in our cur-
rent trade policies.

I hope that in the next Congress we will have more opportunity to
pay greater attention to these problems and gain new perspectives.

ABE RIBIc0FF.



X1V. SEPARATE VIEWS OF MR. HARRIS

Introduction

The initial objectives of H.R. 17550 were to provide more adequate
social security benefits and to make needed improvements in medicare,
medicaid and maternal and child health programs.

The objective of H.R. 16311 was to effect urgently needed reform
of a failing welfare system.

These objectives are highly laudable. However, by the addition of
unrelated matters, unwise amendments and weak substitutions for
some provisions, these original objectives have been made hostage to
other, less noble, aims.

The 'rrade Act of 1970 was added as an amendment to H.R. 17550.
Various amendments to the present welfare laws were agreed to

which can only be characterized as regressive and punitive.
An amendment to establish a Federal Child Care Corporation,

which would represent a substantial and objectionable change in child
care programs, was adopted.

I, therefore, voted against reporting the bill. My reasons for doing
so are here set forth in detail.

Social Security

A. INCREASx IN BENEFITS AND MINIMUMS

The committee made several greatly needed improvements in the
social security provisions of H.R. 17550.

The 5 percent increase in benefits, adopted by the House, was stepped
up to a 10 percent increase. The committee also rightly voted to pro-
vide a $100 minimum social security benefit level.

With these increases, H.R. 17550 became an acceptable advance this
year toward fairness in our social security program.

B. WORKMEN'S COMPENSATION OFF8E'r

The committee made certain other changes in the House bill pro-
visions regarding social security which were undesirable.

The provision in the House bill, amending present law which
requires social security disability benefits to be reduced when work-
men's compensation is also payable and when the combined payments
exceed 80 percent of average current earnings before disablement,
was stricken.

The House bill called for a, reduction in benefits by the amount by
which the combined payments under both programs exceed 100 percent
of average current earnings before disability. This provision should be
restored.

(429)
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C. FINANCINQ

When the committee finished its work, it had voted approximately
$10 billion in additional benefits. It then turned to financing.

I believe the committee was mistaken in not properly taking into
account the presently regressive nature of the social security tax system
and in not fully considering the economic impact of the financing
arrangements which it approved.

The social security tax system is not as nearly based upon ability
to pay as is the Federal income tax. There is an upward limit—
presently $7,800, and $9,000 under the committee bill—on the amount
of salary which is taxed. The tax is in a flat rate basis; it is not
graduated.

I believe that the payroll tax under social security has reached the
saturation point. I, therefore, supported an effort to finance a portion
of benefits from general revenue. This effort failed.

Alternatively, I offered a financing plan which would make the
social security tax system more progressive by raising the wage base to
$12,000 in 1971. This allows actuarial soundness with less of an in-
crease in the tax rate over a period of years. The following table shows
the financing nian which I offered and which was rejected by the
committee. As indicated, in addition to providing actuarial soundness
over the long term in each of the funds involved—OASDI, health in-
surance and the new catastrophic health insurance—the plan which I
offered would avoid a cash deficit in any year in any of the funds.

tin percentj

OASDI HI CI Total

1971 4.1
1972—74 4.1
1975—79 5.0
1980—84 5.5
1985 plus 5.85

—.15

0.7 4.8
.8 0.3 5.2
.9 .35 6.25

1. 0 .35 6. 85
1.0 .4 7.25

—.06 +.02

Note: The excesses of income over outgo resulting from this schedule follow:

(In millions of dollarsj

OASDI HI Cl

Fiscal year 1972
Calendaryeari9ll
Calendar year 1972
Calendar year 1973

1,079 1,044 589
97 560

1, 519 1,303 565
2,843 851 403

The financing plan which I offered would also provide an additional
and very important economic impact. It would postpone an increase
in the tax rate from 4.8 to 5.2, which is otherwise scheduled to go into
effect in January 1971 under present law. Unless this rate increase is
postponed, it will have a seriously dampening effect on consumer
demand at a time when the economy is much too sluggish and unem-
ployment intolerably high. Stimulation of consumer demand through
postponement of the presently scheduled tax rate increase and through
increased benefits would not be inflationary by serving to cause ex -
panded production volume, allowing some reduction in unit costs.
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The revised manner in which Federal budgets are now made up and
presented, taking into account income and expenditures from social
security and other trust funds, more clearly points up the fiscal im-
pact of decisions concerning social security benefits and rates.

In addition to the right of social security beneficiaries to more
adequate benefits, the payment of increased benefits will provide a
much-needed increase in consumer demand, aiding economic recovery.
This fiscal impact should not be offset by immediate rate increases,
primarily the way in which the automatic adjustment of the benefits
vent an annual deficit in the various funds or to provide general actu-
arial soundness.

D. OOST-OF-LIVING INcREASE

The committee worked long and hard on the problem of how to in-
sure that the purchasing pow-er of social security benefits is maintained.
On the whole the committee acted wisely in this regard; however, I
disagree with some aspects of the automatic adjustment provisions—
primarily the way in which the automatic adjustment of the benefits
is financed.

The committee made some major changes in the automatic adjust-
ment provisions that were proposed by the administration and passed
by the House of Representatives. Many of the changes are reasonable,
but some aspects of the provisions agreed to by the committee should
be changed if they are to be fully acceptable and are to operate
smoothly.

There are two major difficulties with the committee provisions con-
cerning automatic adjustment of social security benefits and automatic
financing.

First, the committee bill would require the Secretary of Health,
Education, and Welfare to promulgate increases in both social security
tax rates and the earnings base in order to finance the automatic in-
creases in benefits, even though such increases in social security taxes
would be unnecessary and would greatly over-finance the program.
Under the committee bill, whenever an automatic cost-of-living in-
crease in benefits occurs, the Secretary would be required to increase
social security taxes. Such increases in taxes would not be necessary
because a large part of the cost of the automatic beneflt increase would
be met from rising earnings levels without increasing either the tax
rate or the earnings base.

Second, the provision for automatic increases in the earnings base
as wages rise, proposed by the administration and passed by the House,
does not constitute a discretionary delegation to the executive branch.
The increases would be automatic and the determination of the amount
would be routine on the basis of social security wage record statistics.

Under the committee revision, on the other hand, it would be neces-
sary for the Secretary of Health, Education, and Welfare, as a part
of the automatic provisions, to determine both the short-range and
long-range "cost" of each automatic benefit increase, and we would
in effect be turning over to the Secretary of Health, Education, and
Welfare the tax-setting function of the Congress.

The provision approved by the House would merely carry out auto-
matically the policy which the Congress has been following on an ad
hoc basis since 1950—that is, periodically increasing the social security
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earnings base so as to cover the same proportion of payroll as had
been covered earlier, when wage levels were lower. As wages have risen,
the $3,600 base that became effective in 1951 has been changed by the
Congress, in steps, to $7,800—as it would have been under the auto-
matic provisions. It is important to increase the base to keep up to date
with rising wages, not only from the standpoint of the income of the
program but to prevent a deterioration in the coverage of the pro-
gram. For example, a job which paid $3,600 in 1950 pays around
S9,000 today. If the base had not been increased over the years the
benefits payable to a man in such a job would provide a much smaller
proportion of wage replacement than they were originally intended
to, and there would have been a major deterioration in the protec-
tion afforded by the program. If the base is kept up to date with rising
wage levels, there will be little if any iieed for an increase in the tax
rate to cover the cost of the automatic cost-of-living increase.

The House provisions in this regard are, therefore, preferable to
the provisions adopted by the Senate, and they should be restored.

The House bill requires the Secretary of Health, Education, and
Welfare to increase social security benefits any January, commencing
January 1973, if he finds that the cost of living has increased by 3
percent or more between the last July-to-September calendar quarter
preceding a secretarially determined benefit increase and the most re-
cent July-to-September quarter. The automatic increases would be in
addition to any increases which might be passed by Congress. The
taxable wage base would increase automatically every 2 years based
on increases in the average taxable wages after 1971.

Medicare and Medicaid

A. HEALTH MAINTENANCE ORGANIZATIONS

Medical costs have risen enormously. There are many causes for
this. One cause is the greatly increased demand for medical services
without a concurrently increased supply in personnel and facilities.

It is imperative that there be a massive increase in medical and
paramedical personnel and in medical facilities. The shortages are
already acute, and they are growing alarmingly.

It is also vital that there be much better use of existing personnel
and facilities. Toward that end, the committee approved the health
maintenance organization concept contained in H.R. 17550. Under
this provision, medical payments can be made to physicians on a per
capita basis, rather than on a fee-for-service basis only.

This provision is an important step forward toward encouragmg
prepayment for group medical practice and toward greater emphasis
on preventative medicine.

B. PROFESSIONAL STANDARDS REVIEW ORGANIZATION

The committee adopted a proposal to establish professional stand-
ards review organizations at local and State levels throughout the
country to review such functions as examination of patient and prac-
titioner profiles; independent medical audits; on-site audits: and the
development and application of norms of care and treatment.

The Secretary of Health, Education, and Welfare would be required
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to nter into agreements with qualified professional standards review
organizations, principally local medical societies, to review the totality
of care rendered or ordered by physicians for medicare and medicaid
patients. Where medical societies are unable or unwilling to undertake
the responsibility, the Secretary could contract with States or local
health departments or other suitable organizations.

This provision has a laudable purpose: to insure quality care and
to hold down unnecessary costs.

However, the proposal contains many unknown and unpredictable
factors. Further, there are serious objections that it grants organized
medicine too much control over utilization of facilities and payments
of claims.

The proposal should be tested before Congress puts it into effect
on a total basis as the committee bill would do. I am not satisfied that
this proposal will result in the savings which have been claimed by
its proponents, nor am I satisfied that the review procedure is the best
and most workable which can be devised.

The House provisions on peer review should be strengthened, and
the Senate committee provisions should be stricken.

C. STATR MAINTENANCE ov EFFORT

Under present law States are required to maintain their present
financial efforts in support of medicaid and are required to build to-
ward comprehensive medicaid programs by 1977.

The State of Missouri asked the committee to pass legislation giving
it a special one-time exemption from the maintenance of effort require-
ment. The committee could have granted this special request, based
upon unique circumstances, without upsetting the present law.

But the committe went far beyond the Missouri request and repealed
the entire section 1902(d) of the present law, under which States are
required to maintain their financial efforts under medicaid. The House
of Representatives had previously stricken section 1903(e) which
requires States to enact comprehensive medicaid programs by 1977.

The repeal of. both these sections is most unfortunate. The poor
people covered by medicaid are entitled to better medical attention
and care—not less. Their needs should not he ignored in order to
slow the rising costs of this program and medical care generally. Sec-
tion 190(d) and section 1903(e) should be restored in the bill.

D. PHYSICAL THERAPY

The House bill provides for reimbursement of up to $100 of the
cost of physical therapy on an outpatient basis in the office of an in-
dependent practitioner under part B of medicare. This provision was
rejected by the Senate committee.

A great many beneficiaries need the services of a physical therapist,
and these services can often best be performed in the office of the
therapist. The limited reimbursement that the House approved, which
in effect puts it on a trial basis, should be reinstated in the bill.

E. BLOOD REPLACEMENT

The committee rejected a proposal to eliminate the requirement in
the present law for a medicare patient to pay for or replace the first
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three pints of blood used by such patient. This requirement seems
unreasonable. It places an undue burden on medicare patients, and it
should be eliminated.

F. MEDICARE PREMIUM INCREASES

The premium for part B, supplementary medical insurance, under
medicare has increased by more than 80 percent in the last 4 years.
Originally the premium was $3 a month per person. It was increased
from $4 to $5.30 on July 1, 1970. For those living on social security,
this increase is almost prohibitive and it should be eliminated if the
aim of medicare is to be realized.

Welfare Reform

A. NEED FOR REFORM

During the past few years, the need for reform of our welfare sys-
tem has assumed crisis proportions. Three parallel developments have
dramatized the urgency: sharply increasing welfare rolls, growing
recognition of the inefficiency and failures of the system itself, and
ever more erippling fiscal burdens on States and localities.

Neither the poor—a group that is widening every day in the cur-
rent economic climate—the Nation's stability, nor any pretense to
sound social policy can wait longer for a rational income maintenance
system.

This case has been made so often and so convincingly by mayors,
Governors, welfare administrators, recipients, social scientists, and
political figures of every persuasion that there is no need for it being
made again.

Toward this end, I introduced with seven other Senators the Na-
tional Basic Income and Incentive Act, S. 3433. This bill calls for the
federalization of the presently outdated, unworking, and inhumane
welfare system, replacing it with a Federal income maintenance sys-
tem. It represents a significant departure from our present thinking
about welfare and represents true reform.

I had hoped that improvements in H.R. 16311 could be made that
would move the family assistance plan closer to the concepts of the
National Basic Income and Incentive Act and real reform. T.Jnfortu-
nately, the committee moved in the opposite direction and was willing
to approve only a test of various pilot reform programs.

Passage of a test proposal alone will surely delay congressional con-
sideration of real reform for at least 3 years. I do not believe that the
Nation can wait.
• There is good reason to predict that the number of families and
individuals requiring financial aid will continue to increase, that State
and local funds crucially needed for programs to reduce dependency
will be drained by the demands of public assistance, that the inequities
of the present system will continue to demean recipients so as to destroy
their incentive, and that the entire Nation will suffer from a welfare
system tl1at must be revised.
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B. REQUIREMENTS FOR REAL REFORM

Perhaps if the administration had been willing to make progressive
changes in the House-passed version of the family assistance plan,
rather than regressive changes during the consideration of the bill by
the committee, something more substantial than a test would have
been reported by the committee. Elimination of mandatory coverage
of families headed by an unemployed father (AFDC--UP) and elim-
ination of the requirement that States maintain current benefit levels
for families with income, provisions that were in the President's
original welfare reform proposal, weakened support for the bill in
the committee by those of us who were advocating more meaningful
reform of our welfare system.

A failure to recognize the importance of requiring the minimum or
prevailing wage, whichever is higher, also weakened support for the
bill.

While I do not believe that the administration has gone as far as
it should, I am pleased that it has now agreed to some of the changes
in the family assistance plan which Senator McCarthy, Senator Rib-
icoff and I and others advocated. The changes the administration has
now approved are embodied in the amendments offered by Senator
Ribicoff and Senat.or Bennett.

I believe that additional improvements can and should be made.
Recognizing that Congress is not willing to completely federalize

the welfare system at this time, a goal should nevertheless be estab-
lished for moving within a time certain toward a welfare system that
is federally financed and administered. Included within the goal should
be a commitment to move the level of payment to an adequate income.
Our goal is to assist people in getting out of poverty, but a floor at a
low level, instead of raising families out of poverty, means only con-
tinued poverty with little prospects for breaking out.

Any system of reform should also require that the prevailing or
minimum wage, whichever is higher, should be paid for those who
are forced to take a job. Otherwise, a captive work force with insuffi-
cient standard of wage to be paid will be available to employers, and
the effect will be to keep wages so low that millions will remain in
poverty though working full time.

Any version of the family assistance plan that is adopted by the
Senate should not require mothers with school-age children to work.
Mothers should have some control over whether day care centers are
good enough for their children.

Furthermore, a provision to provide for cost-of-living increases in
payments to recipients should be adopted. We have recognized this
principle with regard to those who are receiving social security pay-
ments, and the same arguments can be made in support of providing
cost-of-living increases for those on public assistance.

Any system of welfare reform should also fully protect the rights of
present recipients and of applicants to insure that the new law does
not create different classes of citizens.

A national system of income maintenance, recognizing the needs
of the working poor, setting uniform national minimums of assistance
and removing present barriers to incentive and initiative is desperate-
ly needed.
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These principles can and must be embodied in real welfare reform,
together with programs which assure that, through expanded public
service jobs and otherwise, people have a real chance to get a job.

C. REGRESSIVE AMENDMENTS

Unfortunately, the committee adopted a number of amendments
to our present system that are regressive.

The most disappointing action of the committee was the barring of
legal service lawyers from representing welfare recil)ients. Much of
the work of these lawyers in the past few- years has been to secure bene-
fits guaranteed by law, but not received by poor people due to illegal
regulations and administrative practice.

During the past 3 years welfare recipients and lawyers associated
with federally funded legal service programs ha.ve compiled a remark-
able record of service to poor people. Significant court decisions have
begun to nudge the welfare system, toward a more equitable and en-
lightened program. Cruel and demeaning regulations, irrelevant to
the purposes of the Social Security Act, have been overturned in the
courts.

The Finance Committee has proposed that this record of progress
be nullified. This restrictive amendment, adopted by the committee,
should be defeated.

Other undesirable amendments were adopted by the committee.
The committee would make the leaving of a family and moving

across State lines a Federal misdemeanor. This is an unwarranted
extension of Federal police power into intimate aspects of family life
and, in view of the State laws now regulating this subject, would prove
to be unworkable.

The action taken by the committee in instituting a 1-year residency
requirement for people in need of assistance, w-as likewise regrettable.
The committee provision is in conflict with the Supreme Court's opin-
ion in Shapiro v. Tho'ni,psoii, 394 U.S. 618, in which it was held that
citizens have a constitutional right to travel throughout the States and
that welfare eligibility regulations should not impede that right. The
committee position would restrict the right to travel precisely in the
manner prohibited by the Court.

The committee was also mistaken, in my opinion, in resurrecting the
onerous man-in-the-house rule. This rule, knocked dow-n by court deci-
sion, would base eligibility not on actual resources but on imagined
income from people not legally obligated to support the children
involved.

Provisions were also adopted that require the return of amounts
paid to welfare recipients who do not prevail at hearings; that elim-
inate progress made in the declaration system; that cut back on the
Federal assistance now available to families with a father in the home;
and that provide eligibility requirements wholly unrelated to the need
of poor children.

Adoption of these provisions represents a step backward in our
efforts to devise a more workable and humane system of welfare—an
entrenchment of old myths about welfare and welfare recipients that
should have been cast aside years ago.
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D. Am T AGED, BLIND, AND DISABLED

The committee made substantial changes in the House bill with
regard to benefits for the aged, blind and disabled. The House bill
provided for a minimum of $110 a month for single individuals and
$2Q0 for couples. The committee approved $130 for single individuals
and $200 for couples, cashing out food stamps.

Taking into consideration the fact that an increase in social security
benefits reduces Federal and State expenditures for the aged, blind
and disabled—and considering their great and growing needs—the
Senate should provide for a minimum of at least $130 for single indi-
viduals and $230 for couples, not cashing out food stamps for these
individuals.

E. CATASTROPHIC HEALTH INSuRANCE PLAN

A critical problem has arisen because of the rapidly increasing costs
of medical care that have left 90 percent of all Americans medically
indigent. No one questions the need to provide a better means for the
average American citizen to finance his health care.

While I agree with the objectives of the catastrophic -health insur-
ance plan, I voted against attaching the plan to H.R. 17550. When
the plan was presented to the committee for consideration, H.R. 17550
was already heavily loaded with extra, and in some instances non-
germane amendments, and it did not seem appropriate to add to the
bill such a massive new health program.

The problem which the catastrophic health insurance plan seeks
to meet is pressing and must be solved. But it does seem that the prob-
lem could be more appropriately solved in a broader context of na-
tional health insurance and by considering the whole matter in a more
deliberate and careful fashion.

There is little chance that any such new program as this can be
adopted this late in the postelection session in any event, and the at-
tachment of the measure to the already overburdened social security
bill may tend to defeat the bill to which it is attached.

The chairman is to be congratulated for offering a solution to the
crisis and for urging prompt action. With his interest and his strong
desire to see legislation enacted, the committee should give this matter
prompt attention at the beginning of the next session. At that time
there will be full opportunity to give attention to the financing of
catastrophic illness costs and to the financing of all health care, in-
cluding the need for an urgent and massive increase in medical and
paramedical personnel and facilities.

F. FEDERAL Crnw CARE CoRPORATIoN

There is a great shortage of quality child care facilities and services.
We need to do more to promote the development of increased facilities
and services. But the establishment of a Federal Corporation is not
the way to achieve the needed re.sults.

The Corportion under the committee bill would have the responsi-
bility for arranging for child care services in the various communities
of each State. Existing public, private nonprofit, and proprietary fa-
cilities would be contracted with by the Corporation to serve as child
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care providers. Pursuant to the terms of the provision adopted by the
committee, the Corporation could provide child care services in its
own facilities.

A fee would be charged by the Corporation for its services, to be
paid either by the consumer of services or by a public agency.

I have grave concern about this approach to quality child care.
Child care is a proper subject for local community concern and plan-
ning. The Federal Child Care Corporation approaches child care
needs from the top.

Parental involvement is crucial in early childhood programs. If
the parent is actively involved, there will be a positive overlap in the
home and the community. I feel that this would be unlikely under the
operation of the Federal Child Care Corporation.

I question whether the standards set out in t.he bill are high enough.
These standards, coupled with the striking down of local and State
regulations, could lead to purely custodial child care.

I am also concerned that with a growing number of commercial
franchisers entering the day care field, a great tendency would exist
for the Federal Child Care Corporation to contract with these fran-
chise operations. If so, this could ]ead to a depersonalization of child
care services and eliminate or reduce community control and parental
involvement—the hallmarks of good child care.

Child care has not received proper attention from the Congress. It
should be a matter of top priority for the next session of the Congress.
We must soon enact major legisJation which will provide quality child
care on a universal basis, not stigmatized by welfare alone, not con-
trolled by private business, but controlled by the local community and
with full involvement of the parents.

The provision in the present bill does not meet these crucial tests.

Trade Act of 1970

I strongly opposed the attachment of the Trade Act of 1970, H.R.
18970, to the social security amendments. Not only did I object to the
Trade Act on its merits, but I also thought it unfortunate to reduce
the chances of passing much-needed welfare reform and increases in
social security by attaching nongermane legislation.

I have general objections to the overall thrust of the Trade Act, as
well as specific objections to its provisions. First, I will set forth my
general reservations about the act

A. BALANCE OF TRADE

it is presently estimated that in 1970 we will have a healthy surplus
of over $3 billion in our trade balance. Last year, the surplus was
under $1 billion. in other words, this year our exports have been
growing considerably more rapidly than imports.

The argument that U.S. industry is becoming increasingly non-
competitive, which is often made in support of the Trade Act of 1970,
is invalidated by these figures. This would therefore seem to be an
especially poor time to risk loss of export markets by curtailing
imports.

Another effect of quotas which would be imposed under this bill
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would be the retardation of economic growth in developing nations.
This is at odds with our larger foreign policy to encourage the strength
and growth of these less developed countries.

B. COST TO CONSUMERS

Recently, Federal Reserve Board Governor, Andrew Brimmer, said
that the textile and shoe quotas in this bill would cost the consumer an
extra $3.7 billion, and that these costs would be borne disproportion-
ately by the poor because they must spend a larger share of their in-
come on shoes and clothing than do more affluent citizens. Whatever
the merits of the industries' case—and I want to return to this—it
would seem that the consumer would have to pay a very heavy price
indeed for these quotas.

These costs could multiply if other consumer items were subjected to
quotas under the liberalized escape clause.

C. IMPACT ON INFLATION

Much attention has rightly been focused on the economy in recent
weeks. The inflation alert, the President's speech to the NAM—all
focus on the real danger of inflation. Mr. Arthur Burns, in speaking
on measures to combat inflation last week, suggested the relaxation of
existing quotas on imports. This comes at a time when new inflationary
quotas would be imposed by the trade bill. We obviously cannot have
it both ways. We must draw the line and choose between control of
inflation and protectionism.

Another voice raised in opposition to the import restrictions of the
bill is that of the Chamber of Commerce of the United States. The
Chamber has urged that a more constructive course on trade legisla-
tion be charted in the next session of Congress.

D. DANGER OF RETALIATION

I have also noted in the press an increasing number of statements
made by officials of foreign governments, including some of our best
customers—Canada, Germany, Latin America, Britain, and Mexico,
to name a few—concerning the possible adverse consequences of the
enactment of the trade bill. One can, of course, dismiss these state-
ments as bluffing, on the assumption that other countries either could
not or would not dare to curtail our exports. But is this assumption
necessarily correct? In many instances, other countries would be able
to obtain the same goods of comparable quality from alternative
sources. Moreover, other countries watch their trade balance with the
United States very carefully and would be very prone to reduce their
purchases from us if we were to restrict their exports to this country.
Finally, I think the element of national pride would be at work here.
If they feel—as they seem to—that the textile and shoe quotas, for
example, are unjustified, then they will naturally want to strike back.
The risk of an old-fashioned trade war is, in my judgment, severe.
If that happens, no State will be immune from its effects. In testimony
before the Finance Committee, the National Chamber attributed 4 mil-
lion American jobs to total United States exports. The wheat farmers
of western Oklahoma have made Oklahoma the No. 3 wheat exporting
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State in the Nation. A generation of eastern Okiahomans have pinned
high hopes on the Arkansas River Basin project which the late Senator
Kerr spent so many years helping to develop into a navigable access
to world commerce.. All of these stand in real jeopardy in the face of
restrictive trade policies.

E. RENEWAL OF Txnu NEGOTIATIONS

The trade bill was approved by the House Ways and Means Com-
mittee after the Secretary of Commerce announced that the United
States-Japanese textile negotiations had broken down and that the
administration therefore reluctantly supported legislative quotas. In
the past weeks, however, these negotiations have been resumed. There
is admittedly no assurance that these negotiations will be successful
either in the short or long run. But the fact of their resumption is
surely significant and affords further reason for pause in considering
the trade bill. The Japanese Government feels an early voluntary
agreement is desirable because if there is no agreement and no legis-
lation is passed this year, Congress may pass even more restrictive
legislation next year.

F. TEXTILE AND SHOE QUOTA

To the best of my knowledge, there has been no objective determina-
tion that imports are causing or threatening serious injury to the do-
mestic textile industry. Of course, the industry itself makes vehement
allegations of jobs eliminated and production lost because of imports.
But has any reasonable independent body like the United States Tariff
Commission ever come to that conclusion? I would emphasize that I
am not asserting that there are no parts of the textile industry that
may be injured by imports. I am rather asking for evidence that there
is a serious import-related problem affecting the entire industry.

In the face of such evidence, action is certainly required. Full use
of present legal remedies should be made. Stronger and more aggres-
sive diplomatic initiatives by the administration could result in volun-
tary limitations on specified imports.

However, statistics from the American Textile Manufacturers In-
stitute reflect that annual textile exports have expanded by $200 mil-
lion over the past 12 years. More U.S. employees are engaged in mak-
ing textile mill products now than in any year except 1968. The num-
ber of employees engaged in apparel manufacturing is at an all time
high. Net sales, both in textiles and apparel, are the highest ever,
nearly doubling 1960 figures. Taken as a whole, these facts do not sup-
port allegations of a severely depressed industry, requiring emergency
legislation. In the absence of impartial evidence of harm from im-
ports, I must question the need for, and the wisdom of, unilateral tex-
tile quotas, especially in view of their cost to the consumer and the
possibility that the United States-Japanese negotiations may be
successful.

As for shoes, a task force of the administration itself concluded just
several months ago that there is no justification for quotas. Neverthe-
less, the President has asked the Tariff Commission to determine
whether imports are causing or threatening serious injury to the do-
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mestic industry. This is the proper way in my judgment to develop a
sound basis for informed and intelligent action concerning imports.

G. ESCAPE CLAUSE PROVISIONS

Another provision of the trade bill that is very troublesome is the
amended escape clause, which has traditionally authorized the Presi-
dent to impose higher tariffs or quotas on imports found to be injuring
a domestic industry. The following aspects of the new escape clause
are open to serious question.

First, under the trade bill the Tariff Commission would have to
determine whether imports are a "substantial" cause of serious injury.
Instead of "substantial," present law reads "major" and the adminis-
tration's bill would have substituted "primary." These may sound like
semantic quibbles, but the difference between "primary" and "substan-
tial" could spell the difference between a reasonable and a promiscuous
use of the escape clause.

Second, the bill resurrects the concept of geographic segmentation,
which permits the Tariff Commission to carve up an industry and
artificially select just that portion that will maximize the chance of
an affirmative finding of injury. The Tariff Commission would be given
the license to do so even though it made no economic sense and even
though the companies and workers concerned were in fact able to make
a successful adjustment to whatever import problem may have existed.
One of the important features of the Trade Expansion Act of 1962
was its repeal of the geographic segmentation provision. Its resurrec-
tion is a major threat to an enlightened foreign trade policy.

H. FOREIGN IMPORT RESTRICTIONS

The committee has gone even further than the House bill in mak-
ing section 252 of the Trade Expansion. Act of 1962 a protectionist
device. At the present time, section 252 authorizes—but does not re-
quire—the President to impose new restrictions on imports from
countries that are illegally or unreasonably restricting our exports.
The key issue, of course, is who determines whether a foreign import
restriction is illegal or unreasonable. The right of any member of the
GATT to impose new restrictions is severely restricted by that agree-
ment—as it should be if any order in international trade is to be
preserved.

Under the committee's bill, the Secretary of Commerce would de-
termine if a foreign import restriction is illegal or unreasonable. If
he made an affirmative finding, the President would be authorized to
work out a solution with the foreign country concerned. If he could
not in 3 months, then he would have to take retaliatory action. This
is—pure and simple—another radical violation of the GATT and an-
other example of a blind attitude that somehow the United States can
flout the rules of the game and get away with it.

I. STATUS OF GATT

The committee struck the new separate authorization for appropria-
tions to finance our annual contribution to the GATT. This will prob-
ably not seriously jeopardize future appropriations, since there is a

52-149 0 - 70 - 29
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general authorization available in the organic legislation of the De-
partment of State. But it is obviously a vote of no confidence in the
only international organization that offers any hope of maintainmg
and strengthening a fair world trading system.

The committee struck the provision on the ground that it would
give "statutory recognition of the GATT, which has never been sub-
mitted to the Congress for approval." The fact is that the GATT is a
valid executive agreement, concluded pursuant to the authority of
section 350 of the Tariff Act of 1930. As a statutory executive agree-
ment, it need not, of course, be submitted to the Congress for approval.
This question dealt with extensively in a 1956 memorandum of the
Legal Adviser of the State Department to the then chairman of the
Ways and Means Committee (see H. Rept. '2007, 84th Cong., second
sess., 113—131 (1956)).

J. AMERICAN SELLING PRICE

The committee struck the provision in the House version that would
have provided for the elimination of the American selling price
(ASP) system of customs valuation as it relates to benzenoid chem-
icals. This system has been found to be without justification by both
the Johnson and Nixon administrations, and the United States is
pledged to seeking its abolition in one of the agreements concluded in
the Kennedy Round. If this system is not to be abolished, there is little,
if any, hope of making further progress for some years to come in the
field of nontariff barriers. Once again, the blind approach is at work:
Let other countries remove their nontariff barriers, while we stand pat.

K. FAILuRs To TAKE PosrnvE ACTION

Beyond the positive and enormous harm done by the bill, it also
fails to seize critical opportunities to move ahead:

(1) Tariff-Reducing Authority.—The House bill by clear legislative
history and the committee's bill by express statutory language would
give the President new tariff reducing authority only for the purpose
of granting compensatory tariff concessions when we increase import
restrictions under the escape Clause or by some other means. In other
words, this is an authority that at best permits us to stand in the same
place, but envisages no further net reduction in tariffs.

The Kennedy Round was concluded in 1967 and the last tariff reduc-
tions agreed to will take place on January 1, 1972. Isn't it time to give
the President the authority to start moving again in lowering trade
barriers? How can the momentum of trade liberalization be main-
tained if the past leader of that effort is powerless? And especially
in the trade field, the absence of progress only invites retrogression.

(2) Non-Tariff Barriers.—Even with the provision authorizing the
elimination of ASP, the House bill failed to provide for negotiations
on nontariff barriers, though everyone agrees that this is the single
most serious problem in the trade field. As it stands now, the President
must act at his peril if he acts at all. On the one hand, he can negotiate
on nontariff barriers without any prior congressional approval and
simply hope that the Congress will provide the necessary implementing
legislation after the fact. The handling of ASP, of course, affords
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little encouragement. On the other hand, the President can request
specific authority before beginning any particular negotiations on non-
tariff barriers. The Congress may then so circumscribe his authority
as to render it valueless or give him none at all, since it has not yet
seen what reciprocal advantages it might afford the United States.

The only way I can see out of this dilemma is to have the Congress
give the President, perhaps in the form of a resolution, the "license"
to negotiate, while reserving all of its authority to pass upon any
necessary implementing legislation. This would at least give the Presi-
dent. the encouragement he does not now have to tackle nontariff
barriers and attempt to commence an international negotiation on
the subject.
1. Conclusion

The total effect of the trade bill is, in my judgment, antagonistic to
constructive ways of dealing with the current problems in interna-
tional trade. It assumes that the United States can take unjustified
and indeed illegal actions and somehow get away with them, without
provoking retaliation or undermining the world trading system. This
seems to me to be a hopelessly naive and false assumption. It is my
opinion that if the Senate will seriously consider how harmful the
present trade bill is and how great is the need for a constructive trade
bill, then we may still have the time to avert the appalling conse-
quences of a return to protectionism both in this country and through-
out the world.

I re-emphasize that I am concerned about the allegations of serious
injury resulting from imports being voiced by the textile and other
industries. Present law provides for remedies in such cases. Full use
of present provisions should be employed where need is indicated.
Adjustment assistance should be used to ease the conversion of indus-
tries and jobs in cases requiring such relief. Diplomatic negotia-
tions should be pressed. Lastly, the Congress should carefully and
deliberately consider additional thoughtful trade legislation, which is
in keeping with our past policies of free trade and which does not
violate international agreements which we have previously made.

I attempted twice in the committee to have the trade bill stricken
from the social security bill. I will renew this effort on the floor of
the Senate. Should this motion fail, I intend to offer a series of amend-
ments to improve the Trade Act.

Conclusion

All of the legislative proposals included in H.R. 17550 are in need
of thoughtful legislative consideration. My opposition to specific pro-
posals in the bill by no means indicated a lack of concern for respon-
sible action on the problems raised thereby. But, it is too late in this
post-election Congress to hope for any fruitful action on so many
divrse issues placed under the same umbrella.

Therefore it is imperative, as I have set forth in these separate
views, that the Senate in the remaining days devote its time to improv-
ing our social security and related programs and to meaningful reform
of our failing welfare system. The other matters can and should be
set aside for consideration by the next Congress.

F R. Hms.



XV. ADDITIONAL VIEWS OF MR. WILLIAMS OF DELA-
WARE AND MR CURTIS

We believe that there should be some social security legislation at
this time. We favor an increase in the benefits, iiicluding special con-
sderation to those social security recipients who are receiving t.he
smaller amounts.

There is also a need for certain corrective amendments in reference
to medicare and medicaid. There are some changes that need to be
made that will be beneficial to the patients involved and also to the
local hospital boards and the States. There are some changes in ref-
erence to welfare that are urgeRtly needed by local governments and
States in order to properly administer the program

H.R. 17550 and the amendments recommended by the Senate Com-
mittee on Finance do some of these things and meet some urgent
needs. However, the. bill as it comes from the Committee on Finance
goes too far. It involves many costly features which will eventually
lead to a tax burden greater than should be imposed upon the employ-
ees, employers, and self-employed persons, and therefore we cannot
support it in its present form.

JOHN 3. WIILIs.
CARL T. CURTIS.
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XVI. SEPARATE VIEWS OF MR. MILLER

I deeply regret that this bill, with many good features, has become
so overloaded that I cannot in good conscience support it as it now
stands.

First, trade legislation, which could hardly be considered germane
to the subject of social security, was tacked onto the bill as an amend-
ment after only brief hearings. Although the amendment represents
some degree of 'improvement over the House-passed trade bill, it goes
too far. For example, by a vote of 9—8, t.he committee rejected my
amendment to delete the quota provisions relating to shoes. And this
notwithstanding the fact that., as Stanley Nehmer, Deputy Assistant
Secretary of Commerce for Resources, pointed out (See Congressional
Record for December 3, page S19294) the difference in size of the
problems of textiles (30,000 firms) and shoes (675 firms) is so different
that they do, in fact, take on a difference in kind. He noted that the
loss of 100,000 jobs in the textile industry from January through
September of this year equals 50 percent of the total employment in
the non-rubber footwear industry.

In any event, trade legislation of the magnitude of the present
amendment should stand on its own two feet rather than ride piggy-
back on a legislative vehicle whose importance might transcend the
undesirable features of trade proposals.

Second, the increase in the minimum social security benefits from
the present $64 per month to $100 pci month at an annual cost of $1.5
billion to the social security trust fund is inequitable. Acting impul-
sively on the simplistic plea that "no one can live on sixty four dollars
a month", the Senate last December adopted such an amendment to
the Tax Reform Act of 1969. This was quickly disposed of by the
House Conferees during the conference on the bill who noted that a
large number of the recipients of the social security minimum already
receive benefits from one or two other pensions—civil service retire-
ment, state and local retirement, or private corporation retirement;
and that state old age assistance payments prevent anyone from hav-
ing to live on $64 per month. Instead of applying the proposed 10
percent increase in social security benefits across the boards to include
the present minimum, which would mean an increase from $64 to
$70.40 per month, the bill provides an increase in the minimum to
$100—regardless of need—at a cost to the taxpayers of $1.5 billion
per year.

Worse yet, this $1.5 billion pius also the amount needed to cover
a 10 percent increase n the minimum would be paid for by those
paying social security taxes into the social security trust fund. Inas-
much as those who receive the "minimum" have not paid taxes suffi-
cient to cover their benefits, the load is thrown on those who are
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already paying taxes sufficient to cover their benefits. In short, most
of the minimum social security benefits provided by the bill repre-
sents welfare—not tax paid insuFance. It should, therefore, be paid
out of the general fund of the Treasury. Moreover, as welfare, the
payments should be made on the basis of need, taking into account
other resources of the recipient.

The bill makes no attempt to order our priorities. Instead, it con-
tains all major social security proposals—the 10 percent increase, the
increase to $100 in the minimum, and coverage of catastrophic illness
and disease. It would seem that the single most urgent action to be
taken—one that should have been taken long ago, before medicare and
medicaid—is coverage of catastrophic illness and disease. Also, it is
only fair to bring social security benefits into line with increases in
the cost of living which have occurred since benefits were last in-
creased. It would appear that this would fall somewhere between the 5
percent increase provided by the House and the 10 percent increase
provided by the Senate Finance Committee. The increase in the
"minimum"—particularly the $1.5 billion needed to go beyond a cost-
of -living increase—is inequitable and excessive.

Those who would be paying the bill should know what lies in store
for them. The tax base would be raised from $7,800 to $9,000, with the
following rate changes:

TAX RATES ON BOTH EMPLOYER AND EMPLOYEE

Ifs percentj

Under the bill
Under Under without $100

Year present law the bill minimum

1970 4.8
1971 5.2 5.2 5.1
1972 5.2 5.5 5.4
1973-74 5.65 5.6 5. 5

1975 5.65 6.35 6.35
197679 5.7 6.35 6.35
1980—85 5.8 7. 0 7.0

TAX RATES ON SELF-EMPLOYED PERSONS

1970 6.9
1971 7.5 7.4 7.3
1972 7.5 7.7 7.6
1973—74 7.65 7.8 7.7

1975 7.65 '8.3S 18.35

1976—79 7.7 '8.35 '8.35
1980—85 7.8 '8.5 '8.5

I Additional costs of cash benefits are borne by employer.emp!oyee rax revenue because of 7 percent limitation on tax
for underwriting cash benefits. Excess over 7 percent is attributable to financing medicare and catastrophic coverage.
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Applying these various rates to the "maximum" tax base of $7,800
(under present law) and $9,000 under the bill would result in the
following maximum tax:

MAXIMUM TAX ON BOTH EMPLOYER AND EMPLOYEE

Year

Under the bill
Under Under without $100

present law the bill minimum

1970
1971
1972
1973—74
1975
1976—79
1980—85

$374.40
405.60 $468.00 $459.00
405.60 495.00 486.00
440.70 504.00 495.00
440.70 571.50 571.50
444.60 571.50 571.50
452.40 630.00 630.00

MAXIMUM TAX ON SELF-EMPLOYED PERSONS

1970
1971
1972
1973—74
1975
1976—79
1980—85

$538.20
585.00 $666.00 $657.00
585.00 693.00 684.00
596.70 702.00 693.00
596.70 751.50 751.50
600.60 751.50 751.50
608.40 765.00 765.00

Although I believe that most people will be willing to pay increased
taxes to assure cost-of-living increases in social security benefits, a
reasonable degree of medicare coverage, and coverage under the cata-
strophic illness and disease program, we have reached the point of a
taxpayers' revolt against tax increases which are used to fund low-
priority and unnecessary, untimely, or inequitable social security
benefits.

JACK MILLER.



XVII. SEPARATE VIEWS OF MR. JORDAN OF IDAHO

Provisions of this bill which are of overriding importance are those
increasing social security benefits by 10% and increasing veterans
pensions up to 9%. These increases are necessary to help social security
beneficiaries and veteran pensioners to keep up with the rising cost of
living which has been eroding the purchasing power of their fixed
incomes. Regardless of the fate of the many and varied other pro-
visions of the bill, it is essential that Congress act on these benefit
increases.

The trade provisions, on the other hand, do not appear to me to be
either necessary or desirable. I am not convinced that the beneficial
effects claimed by the proponents of this legislation would not be
greatly outweighed by the unfavorable consequences which it could
bring about for the international trading position of the United
States. The restrictive quota provisions may invite retaliation in kind
from other nations, especially the Common Market nations and Japan.
Such retaliation would seriously jeopardize U.S. exports, particularly
agricultural exports.

In recent years a major contributor to our balance of payments and
to' national and regional economies has been agriculture. In fiscal year
1970 record commercial sales for dollars pushed total agricultural
exports past the $6.6 billion mark. U.S. exports to Japan alone
reached $1.09 billion in 1969/1970—the first time that such exports
to a single country have surpassed the billion dollar level. The
economy of my own State was boosted by about $64 million in 1969/
1970 through agricultural exports. American agriculture has achieved
these results only through sustained and intensive work to develop and
maintain foreign markets and we cannot afford to jeopardize these
markets by enacting restrictive quota legislation.
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XVIII. ADDITIONAL VIEWS OF MR. HANSEN ON THE
TRADE ACT OF 1970

I support the Trade Act of 170 as adopted by the Committee on
Finance as an amendment to H.R. 17550.

The so-called Trade Act of 1970 has been misrepresented and mis-
understood by the public media and by its opponents. It is not a
highly restrictive, "protectionist" trade measure. On the contrary, it
would achieve much needed reform in our current trade laws which
would preserve American jobs for American labor and insure that
industries which are suffering from excessive and unfair foreign
competition will be given an opportunity to survive as viable entities
in the United States. What does the Trade Act of 1970, as adopted by
the committee, accomplish?

First, it revises our "escape clause" and "adjustment assistance
provisions," very much along the lines that w-ere proposed by Presi-
dents Johnson and Nixon, so that industries, firms, and workers who
are seriously or severely injured by increased imports could receive
the relief to which they are entitled. Contrary to published reports
the committee's amendment on tariff adjustment and adjustment as-
sistance is completely compatible with international obligations of the
United States and gives the President great flexibility in determining
the adequate remedy.

Second, the Trade Act of 1970 would broaden the President's au-
thority to deal with unfair trade practices including foreign subsidies,
dumping or price discrimination and other discriminatory acts agaanst
American exporters.

Third, it would provide the President with tariff cutting authority
of up to 20 percent to meet certain international obligations whenever
an action on our part would affect a trade concession granted by the
United States.

Fourth, it would impose quotas on textile and footwear articles
unless:

(a) The President found that it was not in the national in-
terest;

(b) The President found that such imports were not disrupting
the United States market;

(c) The President found that such imports were needed to
stem inflationary pressures; or

(d) The President was able to conclude voluntary agreements
with foreign countries.

Thus, the quota provisions are entirely flexible and would likely
never take effect if foreign countries reasonably regu]ated their exports
of these sensitive products to the United States.

Fifth, the Trade Act of 1970 would establish the policy that when-
ever imports threaten to jeopardize the national security the Presi-
dent should impose quantitative restrictions (import quotas) to regu-
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late such imports to a level commensurate with the preservation of the
national security. I will go into more detail on this provision later
in this statement.

Sixth, the Trade Act of 1970 would maintain the independence
of the Tariff Commissioii from excessive executive influence and con-
trol, which is in keeping with the congressional intent for the estab-
lishment of the Tariff Commission in 1916.

Seventh, the Trade Act of 1970 would authorize and direct the
President to conduct a number of thorough studies on the adequacy
of international agreements and with respect to certain outstanding
problems in the field of international trade.

Eighth, the Trade Act of 1970 gives the President a stronger nego-
tiating position to achieve complete free trade in automobiles between
the United States and Canada which was originally intended by the
U.S.-Canadian Automobile Agreement.

Finally, the Trade amendment would: (a) require the Secretary
of Commerce to provide more accurate statistics on foreign trade; (b)
impose certain quantitative restrictions on mink and glycine; and (c)
close a loophole in the current meat quota law.

I am particularly concerned with the national security provision
of this bill which has been particularly maligned by its opponents.
In the first place, let me describe what the provision accomplishes.
Under present law, if the Director of the Office of Emergency Pre-
paredness should find that imports of a particular commodity were
threatening to impair the national security, he shall so report to the
President who, if he agrees with the Director's finding, would have
authority to take whatever action he deems necessary to adjust imports
in order to safeguard the national security. In other words, the Presi-
dent has complete flexibility under the present statute.

There is much logic in the position that whenever a national security
issue is involved because of imports, imports should be regulated in such
a way as to prevent them completely inundating the domestic market
and thus driving out United States productive capacity or severely
impairing the ability of the domestic industry to meet our civilian and
military needs in case the foreign source of the material was cut off.
This implies that a certain amount of stability in the level of importa-
tions is necessary to accomplish the national security objective of the
provision.

The degree of certainty cannot be provided by means of a tariff or
duty. If the tariff was set too high it could shut out so much foreign
supply that consumer interests would be hurt. On the other hand, if
the tariff was set too low it would allow so much imports that domestic
production and reserve capacity could be impaired and the national
security endangered. There is no scientific approach to the setting of
a tariff which would be so precise that it would regulate imports at
just the right level to preserve the national security without jeopardiz-
ing the interest of American consumers. This is particularly true in
the case of oil imports for reasons that I will describe below, but it
is also true in the case of other imports which may be found to
jeopardize the national security.

I am sure, for example, that if the footwear or textile indutry
brought a case to the Office of Emergency Preparedness and imports
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of these products were found to impair the national security that its
proponents would not be advocating a "scientific" tariff to regulate
imports of footwear and textile articles. In the interest of "consumer-
ism" they would want the assurance that imports would be set at a
level reasonable enough to take a fair share of the market without
driving the productive capacity in those industries out of this country.
But many of the supporters of quotas for footwear and textile im-
ports, are opponents of oil import quotas, and support a tariff scheme
to regulate oil imports.

The opponents of the national security amendment argue that it
will cost the American consmner billions of dollars. This is patently
false, but. even if it were not, one wonders whether their concern for
"the cnsumer"• includes those of us who wear shoes and clothing.

The Director of the Office of Emergency Preparedness, who was a
member of the Cabinet Task Force on Oil Import Controls, ml-
equivocably stated before the committee that tariff rather than quotas
on oil would tend to drive up prices. He also informed us that it. was
a unanimous decision on the part of the Cabinet Committee dealing
with oil imports that:

Recent developments have increased misgivings about moving
to a tariff system at this time and about a tariff system as a
feasible method of controlling oil imports.

The recent interruption in the flow of oil to Europe; while
comparatively small in quantity, has caused significant disruption
of the international oil situation.

Two other considerations are at least as important to me. First
it appears that our country will be in a transitional situation for
some time with regard to oil, if only because of the uncertainty
as to the date Alaskan oil will be available and the effects of the
environmental programs. Secondly, new estimates indicate we
have a more severe problem than we estimated six months ago
in preventing an unwise dependence on relatively insecure sources
of supply by even as early as 1975.

The individual members of the Oil Policy Committee are im-
pressed in varying ways by each of the three considerations men-
tioned above. All of us recognize that the method of control is
a means to the rational security end, which includes limiting U.S.
dependence.

Becau8e of these factors, the Oil Policy Committee concurs
with my judgment that we discontinue consideration of moving
to a tariff system of control, but rather continue with our efforts
to improve the current program. (Page 287 of the committee
hearing on the Trade Act of 1970.)

It is ironic to me that those who would advocate the imposition of
import quotas to protect the domestic footwear, textile and dairy in-
dustries (without apparent regard to the consumer interests) would
argue against import quotas on oil—the only commodity which has
qualified under the national security provision of our trade laws. A
recent high official in the U.S. Government has claimed that import
quotas on textile and footwear articles will cost the American con-
sumer $3.7 billion a year. Proponents of ciuotas on these products will
conveniently overlook this statement by a high U.S. official or will con-
demn it as misguided and erroneous thinking, while at the same time
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latching on to equally if not more erroneous thinking with respect to
the consumer effects of oil import controls.

The oil import program has been supported by four U.S. Presidents
of both political parties—Presidents Eisenhower, Kennedy, Johnson,
and Nixon. It is a necessary adjunct to preserve our ability to muster
sufficient, secure sources of supply of this vital material to meet
existing or potential civilian and military needs. President Ken-
nedy was particularly concerned about this matter and he issued the
proclamation which established a region formula for controlling oil
imports. As President of all these United States, I believe he saw the
need to protect the national interest and not to balkanize this coUntry
into warring regional producer and consumer interests, as some of the
opponents of this program appear to be doing.

Finally, let me say that the national security provision would not rn
any way affect the President's flexibility to adjust the level of oil im-
ports as he deems necessary. It does not "freeze" or "lock in" the pres-
ent import program as its opponents contend.

CLIFFORD P. HANSEN.
0
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AN ACT
To amend the Social Security Act to provide increases in bene-

fits, to improve computation methods, and to raise the earn-

ings base under the old-age, survivors, and disability insur-

ance system, to make improvements in the medicare, medic-

aid, and maternal and child health programs with emphasis

upon improvements in the operating effectiveness of such

programs, and for other purposes.

Be it enacted by the Senate and House of Representa-

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

3 That this Act, 'with the following table of contents, may be

4 cited as the "Social Security Amendments of 1970".
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See; 40& Automatic adjustment of the contribution aed benefit maib
See; 40t Changes in tee schedules.
See; 40& Allocation to disability insurance teust feed

TITLE II PROVISIONS RELATING TO MEDICARE, MEDIC
Am, AND MATERNAL AND CHILD HEALTH

Pairr A CovDnAon UNDEIZ Mnncsitn PROGRAM

See; 0047 Payment under medicare program to individuals covered by
Federal employees health benefits program.

See; 0007 Hospital insurance benefits fee uninsured individuals not eligi.-
Me under present transitional provisions.

PART B IMrROvDMDNTO e .c Orniwrrno Errncrrrc'nNEss op pi Men
GAUL, MEDICAID, *tlt MA'II)IWAL *NB CHILD HEALTII PROGRAMS

See; 004.7 Limitation on Federal participation fee capital expenditures.
See; 0007 Report on plan fee prospective reimbursement; experiments and

demonstration projects to develop incenti-ves fee economy in
the provision of health services.

See; 9Q& Limitations en coverage of eosts under medicare program.
See; 9047 Limits on prevailing charge levels.
See; U0& Establishment of incentives fee States to emphasize outpatient

eeee under medicaid program.
See; QQ& Payment fee services of teaching physicians under medicare

program.
See; OOZ Authority of Secretary to terminate payments to suppliers of

services.
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TABLE OP CONTENTS Continued

TITLE II PROVISIONS RELATING PO MEDICARE,
AID, AND MATERNAL AND CifiLD HEALTH Continued

Psin B ILrrnovnMnNTs * 'tm Ornmcrixo EITECTIVENDQ5 ee tm
CAR]], MEDICAID, *Ne MATERNAL ee Cnru Hzsaini PRoonAMs Con.

See? Q& Elimination of requirement that States teoie toward eompre
hensive medicaid programs.

See? üO? Determination of reasonable eost of inpatient hospital servieeo
under medicaid aod maternal ati4 ehil4 health programs.

See? Q80 Amount of payments where customary charges foe services fite-
nishod ore less t7hat reasonable eoe

Seer Q34- Institutional planning under medicare program.
Seer Q8& Payments to States under medicaid programa foe installation

oed operation of elainta processing eti4 information retrieval
systems.

Seer 3& Advance approval of extended eee ati4 home health coverage
under medicare program.

Seer Q34t Prohibition against reassignment of claims to benefits.
Seer Q3 Utilization review requirements for hospitals ee4 skilled eure-

ittg homes under medicaid eo4 maternal atd ehi4d health
programs.

See? B8& Elimination of requirement that eoet-sharing charges imposed
01, individuals other thait oath recipients under medicaid be
related to their income.

Seer G3Z Notification of unnecessary admission to o hospital or extended
eare facility under medicare program.

See? Q38. ee of State health agency to perform certain functions under
medicaid and maternal and e1414 health programs.

See? Q8O? Payments to health maintenance organizations.

PMrr C MIsCELLANEoUS **D TECHNICAL PRovISIoNS

See? 244? Coverage prior to application for medical assistance.
See? &5Q Hospital admissions for dental services under medicare program,
Seer 6& Exemption of Christian Science sanatoriums from certain mtre-

itg home requirements under medicaid programs.
See. Q&47 Physical therapy services under medicare program.
See? Q&& Extension of grace period foe termination of supplementary

medical insurance coverage where failure to pay premiums ie
due to good cause.

Seer & Extension of time for filing claim for supplementary medical
insurance benefits where delay is dne to administrative error.

See? Q6h Waiver of enrollment period requirements where individual!s
rights were prejudiced by administrative error or inaction.

Seer 2Ô& Elimination of provisions preventing enrollment it
tory medical insurance program more than three years after
fret opportunity.

Seer Qö0. Waiver of recovery of incorrect payments from survivor who is
without fault under medicare program.

See. 260 Requirement of minimum amount of claim to establish entitle
mont to hearing under supplementary medical insurance pro-
gram.

Seer Q647 Collection of supplementary medical insurance premiums from
individuals entitled to both social security and railroad
mont benefita



4

TABLE O.E CONTENTS Continued

TITLE II PROVISIONS RELATING O MEDICARE,
AID, AND MATERNAL AND CHILD HEALTH Continued

PA.nT C M]IICELLANDO1JO * TUCHNICAL PRovIBItnrn Continued

See: Payment 4eii ccrtain inpatient hoopital tcrvicea Iurni3hcd e-
ei4e he TJnitcd Statczi.

See. Ste4y e chiropractic coverage.
See: €4 Mi3edllancou3 technical ad clerical amcndmento.

TITLE III MISCELLANEOUS PROVISIONS

See: 3O4 Meaning e4 te Scorotary".

1 TITLE I—PROVISIONS RELATING TO OLD-AGE,

2 SURVIVORS, AND DISABILITY INSURANCE

3 INCREASE IN OLD-AOE, SURVIVORS, AND DISABILITY

4 INSURANCE BENEFITS

5 Src. 101. (a) Section 215 (a) of the Social Security

6 Act is amended by striking out the table and inserting in lieu

7 thereof the following:

"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS

"I

(Primary Insurance benefit under
1939 Act, as modified)

II

(Primary
Insurance
amount
under

1969 Act)

III

(Average monthly wage)

IV

(Primary
Insurance
amount)

V

(Maximum
family

benefits)

It an Individual's primary Insurance
benefit (as determined under subsec.
(d)) Is— Or his

primary
Insurance

amount (as
determined

under
subsec. (c)) -

Is—

Or his average monthly
wage (as determined
under subsec. (b)) Is— The amount

referred to
In the

preceding
paragraphs

of this
subsection

shall be—

And the
maximum
amount of

benefits
payable (as
provided In
sec. 203(a))
on the basis
of his wages

and self-
employment

income
shall be—

At
least—

But
not

more
than—

At
least—

But
not

more
than—

$64.00 $76 $67. 20 $100.80
$16.21 16.84 65.00 $77 78 68.30 102.50
16.85 17.60 66.40 79 80 68.80 104. 70
17.61 18.40 67.70 81 81 71. 10 106. 70
18.41 19.24 68.90 82 83 72.40 108.60
19.25 20.00 70.30 84 85 73.90 110.90
20.01 20.64 71.60 86 87 75.20 112.80
20.65 21.28 72.80 88 89 76. 50 114.80
21.29 21.88 74.20 90 90 78.00 117.00
21.89 22.28 75.50 91 92 79.80 119.00
22.29 22.68 76.80 93 94 80.70 121.10
22.69 23.08 78.00 95 96 81.90 122.90
23.09 23.44 79.40 97 97 83.40 125.10
23.45 23.76 80.80 98 99 84.90 127.40
23.77 24.20 82.80 100 101 86.60 129.80
24.21 24.60 83. 50 102 102 87.70 181.60
24.61 25.00 84.90 103 104 89.20 130.80
25.01 25.48 86.40 105 106 90.80 136.20
25.49 28.92 87.80 107 107 92.20 138.30
25.93 28.40 89.20 108 109 93.70 140.50
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"TABLE FO1 DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS—Continued

I

"I II III IV

(Primary insurance benefit under
1939 Act, as modified)

(Primary
insurance
amount
under

1969 Act)

(Average monthly wage)
(Primary
Insurance
amount)

V

(Maximum
family

benefits)

If an individual's primary insurance
benefit (as determined under subsec.
(d)) is— Or his

primary
Insurance

amount (as
determined

under
subsec. (c))

Is—

Or his average monthly
wage (as determined
under subsec. (b)) is— The amount

referred to
In the

preceding
paragraphs

of this
subsection
shall be—

At
least—

But
not

more
than—

At
least—

But
not

more
than—

And the
maximum
amount of

benefits
payable (as
provided in
sec. 203(a))
on the basis
of his wages

and self-
employment

income
shall be—

$26.41
26.95
27.47
28.01
28.69
29.26
29.69
30.37
30.93
31.37
32.01
32.61
33.21
33.89
34. 51
35.01
35.81
36.41
37.09
37.61
38.21
39. 13
39.69
40.34
41. 13
41.77
42.45
43.21
43. 77
44.45
44.89

$26.94
27.46
28.00
28.68
29.25
29.68
30.36
30.92
31.36
32.00
32. 60
33.20
3388
34.50
35.00
35. 80
36.40
37.08
37.60
38.20
39. 12
39.68
40.33
41. 12
41.76
42.44
43.20
43.76
44.44
4488
4560

$95.20 $142.80
96.50 144.80
98. 00 147. 00
99.50 149.30

101.10 151.70
102.40 153.60
103.80 135.70
105.40 158.10
106.80 160.20
108.20 162.30
109.80 164. 70
111. 10 166. 70
112.60 168.90
114.10 171.20
115.60 173.30
117.00 175.50
118.40 177.60
120.00 180.00
121.40 182. 10
122.80 184.20
124.40 186.60
125.80 188.70
127. 10 190. 70
128.70 193. 10
130. 10 195.20
131.60 197.40
133. 10 199.70
134.70 202.10
13600 204.00
137.40 206.10
139.00 208.50
140.40 210.60
141.70 212.60
143.30 215.00
144.70 217.60
146.20 221.60
147. 70 224.80
149. 10 228.80
180.70 232.80
152.00 236.00
153.60 240.00
155.00 244.00
156. 40 247.20
158.00 251.20
159.30 255.20
160.70 258.40
162.80 262.40
163.70 266.40
166.80 269.60
18160 273.60
168.00 277.60
169.60 280.80
171.00 284.80
172.60 288.80
173.90 292.00
175.30 296.00
176.90 806.00
178.80 803.?l)
179.90 807.20
181.20 811.20
182.60 814.40
184.20 318.40
185.80 322.40
187.20 825.60
183.40 329.60
189.80 333.60
191. 10 338.80
192.60 340.80
193.90 844.80
195.20 348.80
196.70 350.40
198.00 852.40
199.80 854.40
200.80 856.00
202.10 858.00.40 860.00
204.80 86L60
20180 363.60
207.50 866.60

$90.60
91.90
93.30
94.70
96. 20
97. 50
98.80

100.30
101.70
103.00
10450
105. 80
107.20
108.60
110.00
111. 40
112. 70
114.20
115.60
116.90
118.40
119.80
121.00
122.50
123.90
12530
128.70
128.20
129.50
130.80
132.80
133.70
13490
136.40
137.80
139.20
140. 60
142.00
143.50
144.70
146.20
147.60
148.90
156.40
151.70
153.00
154.50
155.90
157.40
158.60
16000
161.50
162.80
164.30
165.60
166.90
168.40
169.80
171.80
172.50
173.90
178.40
17170
175.20
179.40
180.70
182.00
183.40
184.60
185.90
187.80
188.50
189.80
191.20
192.40
193.70
195.00
19140
187.60

$110
114
119
123
128
133
137
142
147
151
156
161
165
170
176
179
184
189
194
198
203
208
212
217
222
228
231
236
240
245
250
254
259
264
268
273
278
282
987
292
296
301
306
810
315
320
824
329
334
338
343
348
852
357
862
866
871
878
380
885
390
894
399
404
408
413
418
422
427
432
437
441
446
451
455
460
465
469
474

$113
118
122
127
132
136
141
146
150
155
160
184
169
174
178
183
188
193
197
202
207
211
216
221
225
230
235
239
244
249
253
258
263
267
272
277
281
286
291
295
300
305
809
314
819
823
828
333
337
342
347
351
856
861
865
870
378
879
884
889
393
898
403
407
412
417
421
426
431
438
440
445
450
454
459
464
468
473
478I I
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"TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS—Continued

"I

(Primary Insurance benefit under
1939 Act, as modified)

II

(Primary
Insurance
amount
under

1989 Act)

III

(Average monthly wage)

IV

(Primary
insurance
amount)

V

(Maximum
family

benefits)

If an individual's primary insurance
benefit (as determined under subsec.
(U)) Is— Or hIs

primary
Insurance

amount (as
determined

under
subsec. (C))

Is—

Or his average monthly
wage (as determined
under subsec. (b)) is— The amount

referred to
in the

preceding
paragraphs

of this
subsection
shall be—

And the
maximum
amount of

benefits
payable (as
provided In
sec. 203(a))
on the basis
of his wages

and self.
employment

Income
shall be—

At
least—

But
not

more
than—

At
least—

But
not

more
than—

$198.90 $479 $482 $208.90 $367.20
200.30 483 487 2i0. 40 369. 20
201. 50 488 492 211.60 371. 20
202.80 493 498 213.00 372.80
204. 20 497 501 214.50 374.80
205. 40 502 506 215. 70 376.80
206.70 507 510 217.10 378.40
208.00 511 515 218.40 380.40
209. 30 518 520 219.80 382.40
210.60 621 524 221. 20 384.00
211.90 525 529 222.50 388.00
213.30 530 534 224.00 388.00
214. 50 535 538 225.30 389.60
215.80 539 543 228. 60 391. 60
217. 20 544 548 228. 10 393.60
218.40 549 553 229.40 395. 60
219.70 554 556 230. 70 396.80
220.80 557 560 231.90 398.40
222. 00 561 563 233. 10 399. 60
223. 10 564 567 234. 30 401. 20
224.30 568 570 235.80 402.40
226.40 571 574 235. 70 404.00
226.60 575 577 238.90 405. 20
227.70 578 581 239. 10 406.80
228.90 582 584 240. 40 408.00
230.00 585 588 241.50 409.60
231. 20 589 591 242.80 410.80
232. 30 592 595 244.90 412. 40
233.80 596 598 245.20 413.60
234.60 599 602 245.40 415. 20
236.80 603 605 247.60 416. 40
236.90 606 609 248.80 418.00
238.10 810 612 260.10 419.20
239. 20 613 616 251. 20 420.80
240.40 617 620 252. 50 422.40
241.50 621 623 253.60 423.60
242.70 624 627 254.90 425.20
243.80 628 630 256.00 425.40
245.00 631 634 257 30 428.00
246.10 635 637 258.50 429.20
247.30 638 641 269.70 430.80
248.40 642 644 260.90 432.00
249.60 645 648 262. 10 433.60
250.70 649 650 263.30 434.40

651 655 264.00 436.40
856 660 265.00 438.40
681 685 266.00 440.40
686 670 267.00 442.40
671 675 268.00 444.40
676 680 269.00 446.40
681 685 270.00 448.40
686 690 271.00 450.40
891 695 272.00 452.40
696 700 273.00 454.40
701 705 274.00 456.40
06 710 275.00 458.40
711 715 276.00 480.40
716 720 277.00 462.40
721 725 278.00 484.40
726 730 279.00 466.40
731 735 280.00 468.40
736 740 28L 00 470.40
741 745 282.00 472.40
746 750 283.00 474. 40

U
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"TABLE FOR DETERMiNiNG PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMiLY BENEFITS

"I II III IV V

(Primary
(Primary insurance benefit under insurance (Primary (Maximum

1939 Act, as modified) omount (Average monthly wage) insurance family
under amount) benefits)

1969 Act)

If an individual's primary insurance Or his average monthlywage And the

benefit (as determined under subsec. (as determined under sub- maximum

(d)) is— Or his sec. (b)) is— The amount amount of

____________________ ____________

primary __. referred to benefits

insurance in the payable (as
amount (as preceding provided in

determined paragraphs sec. 203(a))

But under But of this on the basis

At not subsec. (c)) Al not subsection of his wages

least— more is— least— snore shall be— and self-

than— han— employment
income

shall be—

$90.60 or less $113 $100.00 $150.00

$26.95 27.46 91.913 $114 118 101.10 151.70

27.47 28.00 93.30 119 122 102.70 154.10

28.01 28.68 94.70 123 127 104.20 156.30

28.69 29.25 96.20 128 132 105.90 158.90

29.26 29.68 97.50 183 136 107.80 161.00

29.69 80.86 98.80 137 141 108.70 163.10

30.37 80.92 100.30 142 146 110.40 165.60

80.98 .81.56 101.70 147 150 111.90 167.90

31.37 82.00 103.00 151 155 113.80 170.00

82.01 82.60 104.50 156 160 115.00 172.50

32.61 83.20 105.80 161 164 116.40 174.60

88.21 88.88 107.20 165 169 118.00 177.00

83.89 34.50 108.60 170 174 119.50 179.80

34.51 85.00 110.00 175 178 121.00 181.50

85.01 35.80 111.40 179 188 122.60 188.90

35.81 36.40 112.70 184 188 124.00 186.00

36.41 81.08 114.20 189 193 125.70 188.60

87.09 31.60 115.60 194 197 127.20 190.80

37.61 38.20 116.90 198 202 128.60 192.90

38.21 39.12 118.40 203 207 130.80 195.50

39.13 39.68 119.80 208 211 181.80 197.70

39.69 40.88 121.00 212 216 183.10 199.70

40.34 41.12 122.80 517 221 184.80 202.20

41.13 41.76 123.90 222 925 136.80 204.50

41.77 42.44 126.30 226 230 197.90 206.90

42.45 48.20 126.70 231 236 139.40 209.10

48.21 43.76 128.20 236 289 141.10 211.70

43.77 44.44 199.50 240 944 142.50 214.80

44.45 44.88 180.80 245 249 149.90 219.20

44.89 45.60 132.80 250 955 145.60 222.10

133.70 954 258 147.10 927.10

184.90 269 263 148.40 931.50

136.40 264 967 150.10 985.00

187.80 968 972 151.60 239.40

189. 20 278 277 153. 90 243.80

140.60 978 281 154.70 947.80
142.00 280 286 156.50 251.70

145.50 287 291 157.90 256.10

144.70 992 298 159.20 959.60
146.90 296 800 160.90 264.00

147.60 801 305 162.40 968.40
148.90 306 309 163.80 972.00
150.40 310 814 165.50 976.40
161.70 515 319 166.90 980.80
153.00 320 328 168.80 984.30
154.80 324 328 170.00 288.00
155.90 599 333 171.50 998.10
157.40 384 337 173.90 296.60

158.60 338 849 174.50 301.00

160.00 843 347 176.00 805.40

161.50 348 351 177.70 308.90

162.80 562 356 119.10 518.80
164.30 357 361 180.80 517.70
165.60 362 365 189.20 391.90
166.90 366 370 185.60 826.60
168.40 871 375 186.30 330.00
169.80 876 379 186.80 353.60
171.80 580 384 188.50 338.00
172.50 385 389 189.80 342.40
173.90 390 393 191.80 845.90
115.40 394 898 198.00 850.30
176.70 899 403 194.40 854.70

178.20 404 407 196.10 858.20
197.40 408 419 197.40 359.60
180.70 413 417 198.80 367.00
189.00 418 421 200. 20 870.50

183.40 422 426 201.80 874.90
184.60 427 431 203.10 379.80
186. 90 452 456 504. 60 385. 70

187.30 437 440 906.10 885.50
188.60 441 445 207.40 527.70
189.80 446 450 208.80 589.90
191.20 451 464 910.40 391.60
199.40 466 459 21170 398.80
195.70 460 464 218.10 396.00
196.00 465 468 914.50 397.80
196.40 469 473 916.10 400.00

19760 474 478 917.40 402.20
198.90 479 482 218.80 404.00
200.30 483 487 220. 40 406. 90
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"TABLE FOR DETERMINING PRIMARY INSURANCE AMO UNT AND
MAXIMUM FAMILY BENEFITS—Contnued

"I

(Primary insurance benefit under
1939 Act, as modified)

II
(Primary
insurance
amount
under

1969 Act)

III

(Average monthly wage)

IV

(Primary
insurance
amount)

V

(Maximum
family

benefits)

If an individual's primary insurance
benefit (as determined under soebsec.
(d)) is—

But
At not

least— more
than—

Or his
primary

insurance
amount (as
determined

under
subsec. (c))

is—

Or his average monthly wage
(as determined under sub-
sec. (b)) is— The amount

referred to
in the

preceding
paragraphs

of this
subsection
shall be—

And the
maximum
amount of

benefits
payable (as
provided in
sec. 903(a))
on the basis
of his wages

and self-
employment

income
shall be—

.

At
least—

But
not

more
than—

$201.50 $488 $499 $221.70 $408.40
202.80 493 496 223.10 410.10
204.20 497 501 224.70 412.30
205.40 502 506 226.00 414.50
206. 70 507 510 227.40 416.30
208.00 511 515 228.80 418.50
209.30 516 520 230.30 420.70
210.60 521 524 231.70 422.40
211.90 525 529 233.10 424.60
213.30 530 534 234. 70 426. 80
214.50 535 538 236.00 428.60
215.80 539 543 257.40 430.80
217.20 544 548 239.00 433.00
218.40 549 553 240.50 435.20
219.70 554 556 241.70 456.50
220.80 557 560 242.90 438.30
222.00 561 565 244.20 439.60
225.10 564 567 245.50 441.40
224.30 568 570 246.80 442.70
225.40 571 574 248.00 444.40
226.20 575 577 249.50 445. 80
227. 70 578 581 250.50 447.50
228.90 582 584 251.80 448.80
230.00 585 588 253.00 450.60
251.20 589 591 254.40 451.90
282.80 592 595 255.60 453. 70
283. 50 596 598 256.90 455.00
234.60 599 602 258.10 456.80
235.80 608 605 259.40 455.10
286.90 606 609 260.60 459.80
258.10 610 612 262.00 461.20
289.20 613 616 263.20 462.90
240.40 617 620 264.50 464.70
241.50 621 623 205.70 466.00
242. 70 624 627 267.00 457. 80
243. 80 688 630 268. 20 469. 40
245.00 631 684 269.50 471.70
246. 10 635 637 270. 80 478.90
247.30 638 641 272.10 476.20
248.40 642 644 273.30 478.30
249.60 645 648 274.60 480.60
250. 70 649 650 275. 80 482. 70

651 655 276. 80 484. 40
656 660 277.80 486.20
661 665 278.80 487.90
066 670 279. 80 489. 70
671 675 280.80 491.40
676 580 251.80 498.20
681 685 282.80 494.90
686 690 283. 80 496. 70
691 695 284. 80 498. 40
696 700 285. 80 500. 20
701 705 286.80 501.90
706 710 287.80 508.70
711 715 288.80 505.40
716 720 289.80 507.20
721 725 290. 80 508.90
726 730 291.80 510.70
731 735 292.80 512.40
736 740 298.80 514.20
74! 745 294.80 815.90
746 750 295.80 517.70".
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:1 (b) Section 203 (a) of such Act is amended .by striking

2 out paragraph (2) and inserting in lieu thereof the following:

3 "(2) when two or more persons were entitled

4 (without the application of section 202 (j) (1) and

5 section 223 (b)) to monthly benefits under section 202?

6 or 223 for January 1971 on thO basis of the wages and

7 self-employment income of such insured individual and

8 at least one suèh person was so entitled for December

9 1970 on the basis of such wages and self-employment

10 income, such total of benefits for January 197 or any'

11 subsequent month shall not be reduced to less than the

12 larger of—

13 "(A) the amount determined under this subi

14 sectioi without regard to this paragraph, or

15 "(B) an amount equal to the sum of th
16 amounts derived by multiplying the benefit amount

17 determined under this title (including this sub—

18 section, but without the application of section 22

19 (b), section 202 (q), and subsections (b), (c) ,

20 and (d) of this section), as in effect prior to the?

21 enactment of the Social Security Amendments of

22 1970, for each such person for such monuth mont1i

23 by 4-ø 110 percent and raising each such increasM

24 amount, if it is not a multiple of $0.10, to the nexf

25 higher multiple of $0.10;



10

1 but in any such case (i) paragraph (1) of this subsec-

2 tion shall not be applied to such total of benefits after the

3 application of subparagraph (B), and (ii) if section

4 202 (k) (2) (A) was applicable in the case of any such

5 benefits for January 1971, and ceases to apply after

6 such month, the provisions of subparagraph (B) shall

7 be applied, for and after the month in which section

8 202 (k) (2) (A) ceases to apply, as though paragraph

9 (1) had not been applicable to such total of benefits for

10 January 1971, or".

11 (c) Section 215 (b) (4) of such Act is amended by

12 striking out "December 1969" each time it appears and

13 inserting in lieu thereof "December 1970".

14 (d) Section 215 (c) of such Act is amended to read as

15 follows:

16 "Primary Insurance Amount Under 1969 Act

17 "(c) (1) For the purposes of column II of the table

18 appearing in subsection (a.) of this section, an individual's

19 primary insurance amount shall be computed on the basis of

20 the law in effect prior to the enactment of the Social Security

21 Amendments of 1970.

22 "(2) The provisions of this subsection shall be applicable

23 only in the case of an individual who became entitled to bene-

24 fits under section 202 (a) or section 223 before January

25 1971, or who died before such month."
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1 (e) The amendments made by this section shall apply

2 with respect to monthly benefits under title II of the Social

3 Security Act for months after December 1970 and with re-

4 spect to lump-sum death payments under such title in the

5 case of deaths occurring after December 1970.

6 (f) If an individual was entitled to a disability insur-

7 ance benefit under section 223 of the Social Security Act

8 for December 1970 and became entitled to old-age insurance

9 benefits under section 202 (a) of such Act for January 1971,

10 or he died in such month, then, for purposes of section 215

11 (a) (4) of the Social Security Act (if applicable), the

12 amount in column IV of the table appearing in such section

13 215 (a) for such individual shall be the amount in such col-

14 unm on the line on which in column II appears his primary

15 insurance amount (as determined under section 215 (c) of

16 such Act) instead of the amount in column IV equal to the

17 primary insurance amount on which his disability insurance

18 benefit is based.

19 INCREASE IN BENEFITS FOR CERTAIN INDIVIDUALS

20 AGE 72 AND OVER

21 SEc. 102. (a) (1) Section 227 (a) of the Social Secu-

22 rity Act is amended by striking out "$46" and inserting in

23 lieu thereof "$48.30", and by striking out "$23" and iii-

24 serting in lieu thereof "$24.20".
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1 (2) Section 227 (b) of such Act is amended by striking

2 out "$46" and inserting in lieu thereof "$48.30".

3 (b) (1) Section 228 (b) (1) of such Act is amended by

4 striking out "$46" and inserting in lieu thereof "$48.30".

5 (2) Section 228 (b) (2) of such Act is amended by

6 striking out "$46" and inserting in lieu thereof "$48.30",

7 and by striking out "$23" and inserting in lieu thereof

8 "$24.20".

9 (3) Section 228 (c) (2) of such Act is amended by

10 striking out "$23" and inserting in lieu thereof "$24.20".

11 (4) Section 228 (c) (3) (A) of such Act is amended

12 by striking out "$46" and inserting in lieu thereof "$48.30".

13 (5) Section 228 (c) (3) (B) of such Act is amended

14 by striking out "$23" and inserting in lieu thereof "$24.20".

15 (c) The amendments made by subsections (a) and (b)

16 shall apply with respect to monthly benefits under title II

17 of the Social Security Act for months after December 1970.

18 AUTOMATIC ADJUSTMENT 8 BENEFITS

19 SEC. 103. - Section 2-1-5 ef the Social Security Aet

20 is amended by adding at the end thereof the following new

21 subsection:

22 "Cost of Living Increases in Benefits

23 "(i) (1) Fe purposes al this subsection

24 "(A) the term 'base qnartcr' means the period e.f

25 3 eonsccutie ealendar mentha ending en Septcmbef
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1 1971, and the period of .3. consecutive calendar months

2 cndling on Scptcmbcr O of each yeai thercafter.

3 "(B) the term 'cost of living computation quarter'

4 means any base quarter in which the monthly average

of the Consumer Price Index prepared by the Depart

6 ment of Labor exceeds, by not less than .3- per ecntum,

7 the monthly average of such Index in the later of

8 the calendar month period ending on September .3-0

9 1971, or -4-i)- the base quarter which was most recently

10 a cost of living computation quarter.

ii "(2) (A) 4 the Secretary determines that a base qnar-

12 ter in a calendar year is also a cost-of living computation

13 quarter, he shall, effeetivc for January of the next ealendar

14 year, increase the benefit amount of each individnal who for

15 such month is entitled to benefits under section 2-2-i or 228,

16 and the primary insurance amount of each other individual

17 as specified in subparagraph -(B)- of this paragraph, by an

18 amount derived by multiplying such amonat (including each

19 such in44vidual's primary insurance amonnt or benefit

20 amount under section 22-7- or 2-2-8 as previously increased

21 under this subparagraph) by the same percentage (rounded

22 to the next higher one tenth of percent if such percentage

23 is an odd multiple of 0& of 4 percent and to the ncarct one-

24 tenth of 4 percent in any other case) as the percentage by

25 which the monthly average of the Consumer Priec Index
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1 for such cost of living eornputation quarter exceeds the

2 monthly weragc of sneh n4e€ for the base quarter deter

mined after the application of clauses -(43- and -(-ii-)- of para

4 graph (1) -(B-)-.

5 -(-B3- The increase 'provided by subparagraph (A) with

6 respect to a particu-lar cost of living computation quarter

7 shall apply in the ease of monthly benefits under this title

8 for n+onths after December of the calendar year in which

9 oecurred such cost of living computation quartcr based on

10 the wages and self employment ineomc of an individual whe

11 became entitled to fflonthly benefits under section 223,

12 227, or (without regard to section 202-(j) (1)- or section

13 223 (b)), or who died, in or before December of saeh eel—

14 endar year.

15 "(0) ff the Secretary determines that a base quarter

16 in a calendar year is also a cost of living computation quarter,

17 he &hal publish in the Federal Register on or before Dcccm

18 her 4- of such ealendar year a determination that a benefit

19 inercase is resultantly required and the percentage thereof.

20 41e shall al-so pabi-isk in the Federal Register at that time

21 (along with the increased benefit amounts which shall he

22 deemed to he the amounts appearing in sections 2-27- and

23 2-2-8-)- a revision of the table of benefits contained in

24 tien -(-a)- of this section -(-as it may have been revised prcvi

25 ousiy pursuant to this paragraph); and such re-vised table
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1 shall be deemed to be the table appearing in saeh subsection

2 (ak. Suth revision shall be dctcrmined as follows-

3 "(i) The headings of the table shall be the same as

4 the headings in the table immediately prior to its re4-

5 sion, exeept that the parenthetical phrase at the begin

6 ning of oolunm shall show the cifective date of the

7 primary insurance amounts set forth in column W of

8 the table immediately prior to its

9 "(ii) The amounts o+i each 'ine of column ] au4

10 the amounts oi each lIne of column III except as

11 wise provided by clause -(*3- of this subparagraph, shall

12 be the same as the amouftts appearing in such column

13 in the table immediately prior to its rcvision.

14 ' (iii) The amount o each line of colunm II shall

15 be changed to the amount shown on the corresponding

16 line of column W of the table immediately prior to its

17

18 "(iv) The amount of each line of column ,l shall

19 be increased from the amount shown in the table ini—

20 mediately prior to its revision by increasing such amount

21 by the percentage specified in subparagraph (A) of

22 paragraph -(2)-, raising each such increased amount, if

23 net a multiple of $0.10, to the next higher multiple of

24 so.io.
25 "(v) [f the eentributien and benefit btic -(-as
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1 def4ned in section 2.30-(-b)) 1or the calcndar year in

2 which the table of benef4t7s is revised is lower than uoh

3 base fef the folio-wing calenda year, eolunms Ill
4 and V shall be extended. The amount in the first addi

5 tional line in column P shall be the amount in the last

6 line of such column as determined under clause (iv),

7 pins 4-00 rounding such increased amount -(if not a

8 multi1e of $1.00) to the neit higher multiple of $1.00

9 where such increased amount is an odd multiple of $050

10 and to the nearest mmmltiple of $1.00 in any ether case.

.11 Phe amount on each sfwcccding line of column 1V. shall

12 be the amount on the preceding line increased by $1.00,

13 nntil the amount on the last line of such column is equal

14 to the larger of -(T)- one thirty sixth of the contribution

15 and benefit base for the calendar year following the

16 calendar year in which the table of benefits is revised

17 of (II) the last line of such column as determined under

18 clause (iv) pins .0 percent of one twelfth of the excess

19 of the contribution and benefit base for the ealenclar year

20 following the calendar year in whieb the table of benefits

21 i-s revised over such base for the ealendar year in which

22 the table of benefits i-s revised, rounding such amount -(-if

23 not a multiple of $1.00)- to the next higher multiple of

24 $1.00 where such amount i-s an odd multiple of $0.50

25 arid to the nearest multiple of $1.00 in any other case.
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The amount in cacTi additional he of column 444 shall

2 be dctcrmined so tbet the second figure in the last line of'

eolimin114 is one twelfth of the contribution a*id benefits

4 base fof: the &cndbr' year following', the calendar" year

5 in whieh the table of benefits is fei4se4 and the remain

6 ing figures in column 134 ihall he' determined in eon-P

7 sistent math cmation4 intervals from' column Thr

8 second figure in the last he of column 144 before the

9 extension of the column shall be iiicreacd to a figure

10 mathcmtLtictllly consistent with the figures determined in

11 accordance with the preceding' sentence. The amount en

12 each line of cohrnin shall be ffiofeasedT to the extent'

13 necessary, so that each such amouiit is equal" to 40 pen-

14 eent of the second figure in the same he of column 141

15 pins 40 percent of the smaller of -(4)- such second figure'

16 (II) the larger of $450 öO pe ecntum of the larg

17 est 4lgaie in colunm 114w

18 -(vi) The amount on each line of. column 3 shall

19 be increased, if necc'ssary, so that such amount is at

20 least equal to one and one half times the amount shpwn

21 en the corresponding line in eolumn ny such in-

22 creased amount that is net a, multiple of $0.10 shall be

23 increased to the next higher multiple ef $0.10."

24 -- Section 2f34)- of such Act ao amended by see-

25 tion 1O1-(b) of this Act) is amcndcd—



1 N- by striking en4 th€ period at the end e

2 graph -(-a)- and inerting in Jie thereof i p !i 4 in—

3 serting after parttgraplt •-- the following new

4 graph°

5 (4) when two e more pcrson fl7iO entitlcd *with-

6 ent the apphcation of section 202 (fl (i) and section

7 23-çb)-)- to monthly bcne4+s under seetien 2-02- ei 22-s

8 fo I)eecmbe of the calendar year in which oeeurs a

9 cost of liying computtinen quarter -4as defined in see—

10 4en 2-15 (1) (1)+ en the basie of the wages and self-

11 employment incoiric of such insured individual, such total

12 of benefits fe the month immediately following shall be

13 reduced to not less 'than the amount equal to the aani

14 of the amounts derived by increasing the benefit amount

15 determined inder this thle ine1uding this subsection,

16 bet without the application of section 222 (b), section

17 2-02 (q), and subsections (b), -fe3-j and -.(-d3- of this

18 section) as i-a cffcct fe such December fop each such

19 person by the sanie percentage as the percentage by

20 which such individual's primary insurance amount -(4n--

21 eluding sneb amount as previrnwly i-n'ereascd) is in-

22 creased under seefion 2- 4i-342-)- fe such month ini-

23 mediately following, and raising each such inereased

24 amount -(if net a multiple of $0.10) to the next higher

25 multiple of $0.10."; and
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r -f)- by striking o÷t 4he table in section 2 15 (a)-Z

2 i the matter preccding paragraph -(4-)- awl inserting 4i

3 lion thereof "the table in - deemed to be in)- section

4 2t5-{a)'

5 -(e)—fl-)- Section 2-15)- of sneh et i5 amended by st4

6 ing on-t the matter which pfeeedes the table owl inserting in.

7 lion thereof the following:

8 "(-a) -he primary insurance Limotult of an insured in—

9 dividual shall be the omonnt in colunrn P of the following

10 table o if larger, the amount in column P of the latest

11 table deemed to be ueh table under subsection -(i) (2)-4C)-

12 o section 230 (c), determined as follows-i

13 !(-1) Subjeet to the conditioo specified in

14 sections (b) , (c), awl 44)- of this section and eeeØ

15 as provided in paragraph 42-)- of this subseetion sne4t

16 primary insurance mourit shall be whichever of the.

17 following amounts is the largcst

18 1-E-)- The awoimt in column p,L on

19 which in column 411 of such table appears his aver-

20 age monthly wage -(-as determined under subscction

21

22 "(ii) The amount in eob.mm W on the li-He en

23 which in column 11 of such table appears his p4-.

24 mary insurance amount -fas determined under sub-

25 cction(e));er
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1 "(ill) The amount in column en the line

2 en which in column I of such table appcars his i-

3 mary insurance bcncflt -(-as dctcrmincd under sab-

4 section (d)).

5 -()- In the ease of an individual who was cntitlcd

6 to a disability insurance benefit fef the month before

7 the month in which he died, bccamc entitled to e14-

8 age insurance benefits, Of attained age such pi4—

9 mary insurance amount shall be the amount in column

10 W which is equal to the primary insurance amount

11 upon which such disability insurance benefit is based,

12 except that, if such individual was entitled to a die-

13 ability insurance benefit under section 2-2 fef the month

14 before the effective month of a new table (other than

15 a table provided by section 230) and in the follow

16 ing month became entitled to an old age insurance benc

17 e he died in such following month, then his pi4-

18 mary insurance amount fef such following month shall

19 be the amount in column ,l of the new table

20 line en which in column 14 of such table appears his

21 primary insurance amount fef the month before the

22 effective month of the table -(-as determined under n43-

23 section -(-c)-) instead of the amount in column fV equal

24 to the primary insurance amount en which his die-

25 ability imurance benefit is based."
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T -f2)- Effective January 1 1973, seetion 215 (b) (1)- e

2 such Aet - amended by section 101 (c) of this Act) is.

3 amended to read as follo-ws-

4 "(4)- The j e4siens of this subseethai shall be appli—

eatheeaseofanindividuaI
6 "(A) who becomes entitled in or after the cifee—.

7 tive month of a new table that appears in -for4s dccme

by subseetie -(-i3--(-2) ('C) or section 2-3.04e)- to appear

9 in.)- subseetion -a)- to benets under section 202 (a) or

10 seetion 2.23- or

11 -(-B-)- who 14eo in or after such effective morth

12 without being entitled to benefits under section 2rQ2-fa)--

13 erseetion223;or

14 1-(-G)- whose primary insurance amount is required

15 tobereeoatedandersuhscctiOn (f) (2)-i".

16 -(-3-)- Effective January 4T 4-9.7-3 section 2-15 (c) of

17 such Aet -(-as. amended by section ø1-fd3- of this Act)- is

18 amended to read as follows-:

19 "Primary Insurtmee Amount 41n4er Prior Previsions

20 "(c) (1-)- For the purposes of column II of the table

21 that appears in -(-or is deemed to appear in)- eabsectien -(-a)-

22 of this section, an indi'44-ual's primary insurance amount

23 shall be computed en the basis of the law in effect prior to

24 the cffcctive month of the latest snob table.

25 f (2) The provisions of this subsection shall be appli—
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1 cable only in the ease of an individual who became entitled

2 to benefits undcr section 2O2 (a)- or scction 223, or who died,

3 bcforc such effective month."

4 -(4)- Sections 227- and 2-28 of such Aet -(-as amended

5 by section 402. of this Act.) are amended by striking ont

6 "$48.3O' whcreer it appears and inserting in lien thereof

7 "the large? of $18.30 or the anienn-t most recently cstab

8 lishcd in lien thereof under section 25-ti)- and by strik

9 ing eat 2420" wherever it appears and inserting in lien

10 thereof "the larger of -$24.20 or the amount most recently

11 established in lien thereof under section 215 (i) ".

12 INCREASED WIDOW'S AND WIDOWER'S INSURANCE

13 BENEFITS

14 SEC. 404 103. (a) (1) Section 202 (e) of the. Social

15 Security Act is amended—

16 -(4-)- by striking eat "82 percent ef wherever it

17 appears in paragraphs -(4-)- and -(-2-)-j and

18 (A) by striking out "82+ percent of the primary

19 insurance amount of such deceased individual" wherever

20 it appears in paragraph (1) and inserting in lieu there-

21 of "the amount of the widow's insurance benefit (as

22 determined under paragraph (2)) of such widow or

23 surviving divorced wife"; and

24 (B) by striking out subparagraph (C) of para-

25 graph (1) and inserting in lieu thereof the following

26 neev subparagraph:
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I "(C) (i) has filed application for widow's inur—

2 ance benefits, or (ii) was entitled, on the basi of the'

3 wages and self-employment income of such individual,..

4 to
"(1) mother's insurance benefits for the month

6 preceding the month in which she attained age 65, or

7 "(11) wife's insurance benefits for the month

S preceding the mont/i in which he died, but only if

9 jfl: such preceding month she had attained the age

10 of 65 or was not entitled to benefits under subsec—

11 lion (a) or section 223,";

12 ç2)-(C) by striking out "age 62" i ubparagraph

13 -C) (I)- nd -fG3-4i4- e.f argraph -4- nd in the
14 matter following subparagraph (G) in paragraph (1),

15 and inserting iii lieu thereof i eh istancc "age 65"

16 (2) Paragraph (2) of section 202(e) of such Act is

17 amended to read as follows:

18 "(2) (A) Except as provided in subsection (q), para—

19 graph (4) of this subsection, and subparagraph (B) of this

20 paragriph, such widow's insurance benefit for each month

21 shall be equal to the primary insurance amount of such de-

22 ceased individuaL

23 "(B) If the deceased individual (on the basis of whose

24 wages and self-employment income a widow or surviving

divorced wife is entitled to widow's insurance benefits under
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1 this subsection) was, at any time, entitled to an old-age insur-

2 ance benefit, which was reduced by reason of the application

3 of subsection (q), the widow's insurance benefit of such widow

4 or surviving divorced wife for any month shall, if the amount

5 of the widow's insurance benefit of such widow or surviving

6 divorced wife (as determined under subparagraph (A) and

7 after application of subsection (q)) is greater than the amount

8 of the old-age insurance benefit to which such deceased individ-

9 ual would have been entitled (after application of subsection

10 (q)) for such month if such individual were still living, shall

11 be reduced to an amount equal to the amount of the old-age

12 insurance benefit to which such deceased individual would

13 have been entitled (after application of subsection (q)) for
14 such month if such individual were still living.

15 (b) (1) Section 202 (f) of such Act is amended—

16 -(4-)- by striking oti '82- percent ef! whcrevor i1

17 appcara i paragraphs -(4-)- 4 (3);

18 (A) by striking out "82k percent of the primary

19 insurance amount of his deceased wife" wherever it ap-

20 pears in paragraph (1) and inserting in lieu thereof "the

21 amount of the widower's insurance benefit (as deter-

22 mined under paragraph (3)) of such widower";

23 (B) by striking out subparagraph (C) of para-
24 graph (1), and inserting in lieu thereof the following
25 new subparagraph:
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i "(C) (i) has filed application for widowers isur'-.

2 ance benefits or (ii) was entitled to husband s insurance

3 benefits, on the basis of the wages and self-em ployment'

4 income of such individual, for the month preceding the'

5 month in which she died, but only, if in such preceding

6 month he had attained the age of 65 or was not entitled

7 to benefits under subsection (a) oir section 223,"; and

8 2-)- by incrting aftcr attamment of ge 66-

9 aftcr 1'wa entitled" ift paragraph (1) (C) aii4

10 (-a)-(C) by striking out "age 62" in the matter foh

11 lowing subparagraph (if) in paragraph (1) and insert-

12 ing in lieu thereof "age 65".

13 (2) Paragraph (3) &f section 202(f) of such Act i

14 amended to read as follows:

15 "(3) (A) Except as provided in subsection (q), para'—

16 graph (4) of this subsection, and subparagraph (B) of this

17 paragraph, such widower's insurance benefit for each month

18 shall be equal to the primary insurance amount of his de—

19 ceased wife.

20 "(B) If the deceased wife (on the basis of whose

21 wages and self-employment income a widower is entitled to

22 widower's insurance benefits under this subsection) was, at

23 any time, entitled to an old—age insurance benefit which was

24 redneed by easo. of the application of subsection (q), the
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X widower's vnsurance bene fit of such widower for wiy month

2 shall, if the amount of the widower's insurance benefit of

such widower (as determined under subparagraph (A) and

4 after application of sub.ection (q)) is greater than the

5 amount of the old-age iñsura'nce benefit to which such deceased

6 wife would have been entitled (after application of subsection

7 (q)) for such month i such wife were still living, be reduced

8 to an amoun.t equal to the amount of the old-age insurance

benefit to which such deceased wife would have been entitled

10 (after application of subsection (q)) for such month if such
11 wife were still living.

12 (c) (1) The last sentence of section 203 (c) of such Act

13 is amended by striking out all that follows the semicolon and

14 inserting in lieu thereof the following: "nor shall any de-
15 duction be made under this subsection from any widow'
16 insurance benefit for any month in which the widow or sur-.
17

viving divorced wife is entitled and has not attained age 65
18 (but only if she became so entitled prior to attaining age
19

60), or from any widower's insurance benefit for any month.
20

in which the widower is entitled and has not attained age 65
21

(but only if he became so entitled prior to attaining age.
22 62)"
23

(2) Clause (D) of section 203 (f) (1) of such Act is
24 . ..

amended to read as follows: (D) for which such mdividuai
25

is entitled to widow's insurance benefits and has not attained
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I age 65 (but only if she became so entitled prior to attaining

2 age 60), or widower's insurance benefits and has not attained

age 65 (but only if he became so entitled prior to attaind

4 ing age 62), or"0

5 (d) Section 202(k) (3) (A) of such Act amended by

6 striking out "subsection (q) and" and inserting in lien

7 thereof "subsection (q), subsection (e) (2) or (f) (3), and"

8 -(-d3-(e) (1) Section, 202 (q) (1 of such Act is amended

9 to read as follows:

10 "(1) If the first month for which an individual is

11 entitled to an old-age, wife's, husband's, widow's, or

12 widower's insurance benefit is a month before the month in

13 which such individual aJtains retirement age, the amount of

14 such benefit for such month and for any subsequent month

15 shall, subject to the succeeding paragraphs of this subsection,

16 bereducedby—

17 "(A) % of 1 percent of such amount if such benefit

18 is an old-age insurance benefit, 2%
6 of 1 percent of such

19 amount if such benefit is a wife's or husband's insurance

20 benefit, or /12o of 1 percent of such amount if such

21 benefit is a widow's or widower's insurance 'benefit,

22 multiplied by—

23 "(B) (i) the number of the months in the redudtion

24 period foi suh benefit (dtermined under paragraph
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1 (6) (A) ), if such benefit is for a month •before the

2 month in which such individual attains retirement age, or

3 "(ii) if less the number of such months in the

4 adjusted reduction period for such benefit (determined

5 under paragraph (7)), if such benefit is (I) for the

6 month in which such individual attains age 62, or

7 (II) for the month in which such individual attains

8 retirement age;

9 and in the case of a widow or widower whose first month of

10 entitlement to a widow's or widower's insurance benefit is a

11 month before the month in which such widow or widower at-

12 tains age 60, such benefit, reduced pursuant to the preced-

13 ing provisions of this paragraph (and before the application

14 of the second sentence of paragraph (8)), shall be further

15 reduced by—

16 "(C) 4%4 of 1 percent of the amount of such

17 benefit, multiplied by—

18 "(D) (i) the number of months in the additional

19 reduction period for such benefit (determined under

20 paragraph (6) (B)) , if such benefit is for a month before

21 the month in which such individual attains age 62, or

22 "(ii) if less, the number of months in the additional

23 adjusted reduction period for such benefit (determined

24 under paragraph (7)), if such benefit is for the month

25 in which such individual attains age 62."

26 (2) Section 202 (q) (7) of such Act is amended—
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1 (A) by striking out everything that precedes sub-

2 paragraph (A) and inserting in lieu thereof the fol-

3 lowing:

4 "(7) For purposes of this subsection the 'adjusted re-

5 duction period' for an individual's old-age, wife's, husband's,

6 widow's, or widower's insurance benefit is the reduction

7 period prescribed in paragraph (6) (A) for such benefit,

8 and the 'additional adjusted reduction period' for an mdi-

9 vidual's widow's, or widower's insurance benefit is the

10 additional reduction period prescribed by paragraph (6)

11 (B) for such benefit, excluding from each such period—";

12 and

13 (B) by striking out "attained retirement age" in

14 subparagraph (E) and inserting in lieu thereof "attained

15 age 62, and also for any month before the month in

16 which he attained retirement age,".

17 (3) Section 202 (q) (9) of such Act is amended to

18 read as follows:

19 "(9) For purposes of this subsection, the term 'retire-

20 ment age' means age 65."

21 -fe)-(f) Section 202 (m) of such Act is amended to

22 read as follows:

23 (g) in the case of any individual who is entitled to a

24 widow's or widorer's insurance benefit for the month of De-

25 cember L970, the provisions of this section shall not operate

26 to reduce such benefit to less than 82+ percent of the primary
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1 insurance amount of the deceased individual on the basis of

2 whose wages and self employment income such benefit is

3 payable.

4 "Minimum Survivor's Benefit

5 "(m) (1) In any case in which an individual is entitled

6 to a monthly benefit under this section (other than under

7 subsection (a)) for any month and no other person is (with-

S out the application of subsection (j) (1) and section 223 (b))

9 entitled to a monthly benefit under this section or see-

10 tion 223 for such month on the basis of the same wages

11 and self-employment income, such individual's benefit amount

12 for such month, prior to reduction 'under ubscctions k) (3)

13 and (g) (1) subsection (k) (3), shall be not less than the first

14 amount appearing in cokmm IV of the table in section 215

15 (a); except as provided in paragraph (2).

16 "(2) In the case of such an individual who is entitled

17 to a monthly benefit under subsection (e) or (f) and whoc

18 benefit is ubjcct to reduetion undcr snbcction (g) (1),

19 such benefit amount, after reduction under subsection (q)

20 (1) and subsection (e) (2) (B) or (f) (3) (B), shall not be

21 less 'than 'the amount it would be under paragraph (1) after

22 sneh reduction reduction under subsection (q) (1), if retire-

23 ment age as specified in paragraph (6) (A) (ii) of subsection

24 (q) were age 62 rather than retirement age (as defined in

25 subsection (q) (9)). if sueh individual had ataincd -(-or would

26 attain) retirement age -(-as def4tied in sub3cetion (g) -(9)) in

27 the month in whieh he attained -for would attain) age 62
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1 "(3) In the ease of an individual to whom paragraph

2 -(-23- applies bat whose st month of entitlement to benefits

3 under subsection -fe)- o -(-13- was before the month in which

4 he attained age & such paragraph -(-2.)- hai1 he applied, fef

5 purposes of determining the number of months to he used in

6 computing the reduction under subparagraphs (A) and (B)

7 of subsection -(-q3--(4-)- (but net fef purposes of determining

8 the number of months to be used in computing the reduction

9 under subparagraphs -(-(4)- and (D) of sueh subsection) as

10 though such frFst month of entitlement had been the month in

11 which he attained such age."

12 -ff3- (g) In the case of a.n individual who is entitled

13 -(-without the application of aection 202 (j) (1) and 223-(b)

14 of the Social Security Act) to widow's or widower's insur-

15 ance benefits for the month of December 1970, the Secretary

16 shall redetermine the amount of such benefits for months after

17 December 1970 under title II of such the Social Security Act

18 as if the amendments made by this section had been in

19 effect for the first month of such individual's entitlement to

20 such benefits.

21 -g3- (h) Where—

22 (1) two or more persons are entitled (without

23 the application of seetion 202 (j) (1) of the Social Se-

24 durity Act)- to monthly benefits under section 202 of

25 such the Social Security Act for December 1970 on the

26 basis of the wages and self-employment income of a de-

27 ceased individual, and one or more of such persons is so
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1 entitled under subsection (e) or (f) of such section 202,

2 and

3 (2) one or more of such persons is entitled on the

4 basis of such wages and self-employment income to i-

5 creascd monthly benefits under subsection (e) or (f)

6 of such section 202 (as amended by this section) for

7 January 1971, and

8 (3) the total of benefits to which all persons are

9 entitled under section 202 of such Act on the basis of

10 such wages and self-employment income for January

11 1971 is reduced by reason of section 203 (a) of such

12 Act, as amended by this Act (or would, but for the

13 penultimate sentence of such section 203 (a), be so

14 reduced),

15 then the amount of the benefit to which each such person

16 referred to in paragraph (1) other than a person entitled

17 under subsection -fe- e -ff3- ef such section 202, is entitled

18 for months after December 1970 shall be adjusted in no case

19 be less, after the application of this section and such section

20 203 (a), tø a amount flO bes than the amount it would have

21 been i-f the person Of persons referred to io paragraph -(-2-3-

22 hod ftet become entitled to on increased benefit referred to

23 in sueh paragraph without the application of this section.

24 -fh- (i) The amendments made by this section shall

25 apply with respect to monthly benefits under title II of the

Social Security Act for months after December 1970.
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1 AGE-62 COMPUTATION POINT FOR MEN

2 SEcT 105. 104. (a) Section 214(a) (1) of the Social

Security Act is amended by striking out "before—" and all

that follows down through "except" and inserting in lieu

thereof "before the year in which he died or (if earlier) the

6 year in which he attained age 62, except".

7 (b) Section 215 (b) (3) of such Act is amended by

8 striking out "before—" and all that follows down through

"For" and inserting in lieu thereof "before the year in

10 which he died or, if it occurred earlier but after 1960, the

ii year in which he attained age 62. For".

12 -(4 Ii the ease of ai individual who is entitled e

13 monthly benefits under section of the Social

14 Security Act fo a month after Dcecmbef 1970, o the basis

15 of the wages t4 self employment income of a insured indi—

16 vidunl who prior to January 1971 become entitled to benefits

17 under section 202 (a), Of who prior to January 1971 became

18 entitled to benefits under section BBC after the year in which

19 he attained age 62 of who died prior to January 1971 in

20 a year after the year in which he attained age 62 the See-

21 rctary shall notwithstanding paragraph -(4-)- a+id -(2.)- of

22 section 215 (f) of such Act recompute the primary insur—

23 ance amount of such insured in4i4dual. Such rccomputation

24 shall be made under whichever of the following alternative

25 computation methods yields the higher primary insurance

26 amount:
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1 -(-1-)- the computation mcthods in scction 2-1-& -(133-

2 and -(-4)- of such Act as amended by this Act as such

3 methods would apply in the ease of an insured individual

4 who attained age 62. in 1971 except that the provisions

5 of section 2.15 (d) (3)- of such Act shall net apply; e

6 -(2-)- the computation mcthods specified in paragraph

7 -(4-)- without regard to the limitation £%nt after 1960"

8 contained in section 215 (b)-(3)- of such Act except that

9 fe any such recomputation when the number of an

10 individual's benefit computation years is less than

11 his average monthly wage shall if it is in excess of

12 $400, be reduced to such amount.

13 -(4)- (c) Section 223 (a) (2) of such Act is amended—

14 (1) by striking out "(if a woman) or age 65 (if

15 a man) ",

16 (2) by striking out "in the case of a woman" and

17 inserting in lieu thereof "in the case of an individual",

18 and

19 (3) by striking out "she" and inserting in lieu

20 thereof "he".

21 -(-e3.. (d) Section 223 (c) (1) (A) of such Act is

22 amended by striking out "(if a woman) or age 65 (if a

23 man) ".

24 -(43- (e) Section 227 (a) of such Act is amended by
25 striking out "so much of paragraph (1) of section 214 (a)
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1 as follows clause (C)" and inserting in lieu thereof "para-

2 graph (1) of section 214 (a) ".

3 -fg)- (f) Section 227 (b) of such Act is amended by

4 striking out "so much of paragraph (1) thereof as follows

5 clause (C)" and inserting in lieu thereof "paragraph (1)

6 thereof".

7 -fk)- (g) Sections 209(i), 213(a) (2), and 216(i) (3)

8 (A), of such Act are amended by striking out "(if a woman)

9 or age 65 (if a man) ".

10 (i) (1) (h) Section 303 (g) (1) of the Social Security

11 Amendments of 1960 is amended—

12 (A) (1) by striking out "Amendments of 1965 and

13 1967" and inserting in lieu thereof "Amendments of

14 1965, 1967, 1969, and 1970"; and

15 (B) (2) by striking out "Amendments of 1967"

16 wherever it appears and inserting in lieu thereof

17 "Amendments of 1970" and.

18 -(-C)- by incrting "(ubjcct to scction 104 (i) (2k-

19 of the Social Security Amcrnlmcnts of 1970)" after

20 ''exccpt that" in the last sentence.

21 -2-)- For purpocs of monthly benefits payable aftcr

22 Dcecmbcr 1970, or a lump um death payment in the ease

23 of ai insured individual who 4es after December 1970,

24 rctircmcnt age a rcfcrrcd to in seetion 303 (g) (1) of
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1 the Social Security Amendments of 1960 shall mcan age

2 62
3 •(-j.3- (i) Paragraph (9) of section 3121(a) of the Inter-

4 nal Revenue Code of 1954 (relating to definition of wages)

5 is amended to read as follows:

6 "(9) any payment (other than vacation or sick

7 pay) made to an employee after the month in which he

8 attains age 62, if such employee did nt work for the

9 employer iii the period for which such payment is

10 made;".

11 -k)- Wheii two or more persons are entitled (without

12 the application of sections 202-(j) (1) and 23 (Ii)- of the

13 Social Security Act) to monthly benefits under section 2O

14 or 22 of such Aet for December 170 oi the basis of the

15 wages and self employment income of an insured individual,

16 and the total of benefits for such persons is reduced under

17 section 203 (a) of such Aet -for would, but for the penulti

18 mote sentence of such section 203 (a) be so reduced) for the

19 month of January 1971 and such individual's primary insur

20 ance amount is increased for ueh month under the amend

21 mcnts made 1y this section, then the total of benefits for such

22 perses for and after January 1971 shall not be reduced to

23 than the sm of—

24 -(43- the amount determined under section 203 (4

25 -f')- of such Aet for January 1971, and
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1 -(-2-)- an amount equal to the cxccss of (A) sash

2 individual's primary ineurance amount for January 1-9Th

3 as determined under section 245 of such Act -(-as

4 amended by section 104 of this Act) and in accord

5 ance with the arnendmcs made by this section oer

6 (B) his primary insurance amount for Janunry 1971-

7 as determined under such section 245 without regard to

8 such amcndmcnt5

9 -(4)- be amendments made by this section shall apply

10 with respect to monthly bcncfits under title II of the

ii Social Security Act for months after December 197-0 and

12 with respect to lump sum death payments made under

13 such title in the ease of deaths occurring after Dccembeie

14 except that in the ease of an indii4daal who was not

15 entitled' to a month1y benefit under title }4 of such Act for

16 December 1970 sne amendments shall apply only en the

17 basis of an application filed in or after the month in which

18 this Act is enacted.

19 (j) (1) The amendments made by this section (except

20 subsection (i) and subsection (g) as it relates to the amend--

21 ment to section 209(i) of the Social Security Act) shall

22 apply in the case of a man who attains (or would attain) age

23 62 after December 1972. The amendment made by subsec•-

24 tion (g) as it relates to the amendment to section 209 (i) of



38

1 the Social Security Act and by subsection (i) shall apply

2 only with respect to payments after 1972.

3 (2) In the case of a man who attains age 62 prior to

4 1973, the number of his elapsed years for purposes of

5 section 215(b) (3) of the Social Security Act shall be equal

6 to the number (A) determined under such section, as in

7 effect on January 1, 1970, or (B) if less, determined as

8 though he attained age 65 in 1973, except that monthly

9 benefits under title II of the Social Security Act for months

10 prior to 1971 payable on the basis of his wages and self-

11 employment income shall be determined as though this sec-

12 tion had not been enacted.

13 (3) In the case of a man who attains or will attain age

14 62 in 1971, the figure "64" should be substituted for the

15 figure "65" in sections 214(a) (1), 223(c) (1) (A), 209

16 (i) and 216(i) (3) (A) of the Social Security Act and

17 paragraph (9) of section 3121 (a) of the Internal Revenue

18 Code of 1954. In the case of a man who attains or will attain

19 age 62 in 1972, the figure "63" should be substituted for

20 the figure "65" in sections 214(a) (1), 223(c) (1) (A), 209

21 (i), and 216(i) (3) (A). of the Social Security Act and

22 paragraph (9) of section 3121 (a) of the Internal Revenue

23 Code."
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ELECTION P9 RECEIVE ACTIJAIflALLY REDUCED BENEFITS

2 ONE CATEGORY NOP P9 BE APPLICABLE PG CEll

3 PAIN BENEFITS fN OTIIEIL CATEGORS

4 SEo 106. -EaH4+ Section O2 (g) -f3.)--r)-of the

Seeial Security Aet is amended by striking ent all that fel-

6 lows clause -fi4)- and inscrting in l4en thereof the following:

7 "then (subject to the succeeding paragiaphs of this sub-

8 section) such wifes, husband's, widow's, Of widower's in—

9 surance benefit fec each month shall be reduced as provided

10 in subparagraph (B), (C), (D) of this paragraph,, in

ii lieu of anyrcduction under paragraph (1), i4 the amount of

12 the reduction in sueh benefit under th4s paragraph is less than

13 the amount of the reduction in such benefit would be under

14 paragraph -1)-."

15 -(-2-)- Seetisu 242-(-q)--(3) of such Aet is further amended

16 by striking out suhparagraphs -fE)- (F), and (G).

17 -(-b)- Section O2 (r) of such Aet is repcaled

18 (o) (1) (A) Subjcet to subparagraph (B-)- subsection

19 -fa)- of this section and the amendments made thereby shall

20 apply with respect to benefits for months commencing with

21 the sixth month after the month in which this Aet is enacted.

22 -(B- Subsection *3- of this section and the amendments

23 made thereby shall apply in the ease of an individual whose
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1 entitlement to benefits under section 22. of the Social. Sccu

2 i4ty Aet began (-without regard to sections 2.02(j)- (1* and

3 223 (b) of such Act) before the sixth month aftel2 the month

4 in which this Aet is enneted only if such individual c14es with

5 the Secretary of Health, Education, and Welfare, in such

6 maimer and form as the Sccrctary shall by rcgulations pe—

7 scribe, a written request that such subsection ai+d ueh

8 amcndmcnts apply. In the ease of such an individual who

9 is described in paragraph 2 (A) (i) of this subsection, the

10 request fef a redetermination under paragraph -(-2.)- shall eon-

11 stitute the request required by this subparagraph, and enb-

12 section -(-a)- of this section and the amendments made thereby

13 shall apply pursuant to such request with respect to such

14 individual's benc&s as redetermined in accordance with

15 paragraph (2) (B) (i) -(-but only if he does not refuse to

16 accept such redetermination). In the ease of any individual

17 with respect to whose hcnefits snbseetion -(-a)- of this section

18 and the amendments made thereby may apply only pursuant

19 to a request made under this sbparagraph, such subsection

20 and such amendments shall be effective (subj'eet to para

21 graph (2) (D)) with respect to benefits for months corn

22 meneing with the sixth month after the month in which this

23 Aet is enacted or if the request required by this subpara

24 graph is not fl-led before the end of such sixth month, with
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1 the second month following the month in which the request

2 is filed.

3 (C) Si±bscction -(-b.)- of this section shnll apply with

4 respect to henePrts payable pursuant to applications ul4ed on

5 or after the date of the enactment of this Aet,

6 -(-2-)- (A) In any ease where an indiv-idual

7 -(4.)- is entitled, for the fifth month following the

8 month in which this Aet is enacted, to a monthly in-

9 surancc benefit under section 2 of the Social Security

10 4et -(4.)- which was reduced under subsection -q)- (3) of

11 such section, and (II) the apd4eatio for which was

12 deemed -fer except for the faet that an application had

13 been fflcd, would have been deemed) to have been ified

14 by such individual under subsection -(4 -(4)- or -(-2-)- of

15 such section, and

16 -(-ii-)- ifies a written request for a redetermination

17 under this subseetion on or after the date of the enact

18 mcnt of this Aet and in such manner and form as the

19 Secretary of Health, Education, and Welfare shall by

20 regulations prescribe,

21 the Secretary shall redetermine the amount of such benefit

22 and the amount of the other benefit -(-reduced u-nder subscc

23 tien -(-q.)- -(4-)- or -(-2-)- of such section-)- whieh was taken in-to

24 aeeeun-t in eorapu-ting the reduction in such benefit under such
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1 subsection -(-q-)- (3)-, ii the mafiflef provided in subparagraph

2 (B-)- of this paragraph.

3 (B) Upon rccciving a written rcgucst for the redeter

4 mination under this paragraph of a benefit which was reduced

5 under subsection (g) (3)- of section 24 of the Social Se-

6 curity 4et and of the other benefit which was taken into ae-

7 count in computing such reduction, filed by an individual as

8 provided in subparagraph (A) of this paragraph, the See

9 rctary shall

10 -(4.)- determine the highest monthly benefit amount

11 which such. individual coulil receive under the snl-

12 scctionh of ouch section 2€2- which are involved -(-or

13 undcr section 2-2-3- of such Aet and the subsection of

14 such section 2q02- which is involved) for the month

15 with which the redetermination i-s to be effective undcr

16 subparagraph -(-D)- of this subsection -(without regard

17 to sections 202 (k), 203-(a), and 293- -fb-)- through (1))

18

19 -(4)- such individual's application for one of

20 such two bcncflt had been fi1cd in the month in

21 which it was actually ified or was deemed under

22 subsection -(-r)- of such section 202- to have been

23 ffled1 and his application for the other such benefit

24 had been filed in a later month, and

25 (II) the amendments made by this section
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1
had bcen in cifect at the time each such application

2 waefilcd;and

3
-(443- dctcrmine whcthcr the amounts which were

4 actually rcccivcd by such individual in the form of sueh

two bencfits during the period prior to the month with

6 which the redetermination under this paragraph is to

he effective were in excess of the aouts whieh would

8 have bccn reccivcd during such pcriod if the applications

9 fe such benefits had actually been filed at the times

10 fixed under clause (i) (T of this subparagraph, and,

11 if se the total amount by whieh benefits otherwise pay

12 able to such individual under such section 202. (and

13 section 22'3)- would have to be reduced in order to

14 eoispensate the Federal Old Age and Survivors Insur

15 ance Trust Fund (and the Federal Disability Insurance

16 Trust Fan4)- far auth excess.

17 (C) The Secretary shall then notify sueh individual of

18 the amount of each such benefit as computed in accordance

19 with the amendments made by subsections -(a)- and -fb3-

20 of this section and as redctcrmincd in accordcmee with

21 sn.b1pafagraph (B) (i) of this paragraph, specifying -(4-)- the

22 amount -(44 any) of the excess determined under subpara

23 graph (B) lii) of this paragraph, and -(443- the period during

24 which payment of any increase in such individual's benefits

25 resulting from the application of the anennents made by
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1 aubscctions -(-a)- and -fI3- of this section would under

2 natod circumstances have to be withheld in order to cffcct the

3 rcduotion described in subparagraph (B) (ii). Such mdi

4 vi4uul may at any timc within thirty days after such

5 tion is mailed to hhn refuse -(in such manner and form as the

6 Secretary shall by regulations prescribe)- to accept the

7 redetermination under this paragraph.

8 (D) Unless the last sentence of subparagraph -fG3-

9 applies, a redetermination under this paragraph shall be

10 effective -(-but snbjeet to the reduction described in

11 graph (B) (ii)- over the period specified pursuant to clauc

12 -(ii)- of the first sentence of subparagraph (C))- beginning

13 with the sixth month following the month in which this Aet

14 is enacted, oi if the request fof such redetermination is not

15 filed before the end of sneh sixth month, with the second

16 month following the month in which the request fof such

17 redetermination is filed.

18 (E) The Seeretary by withholding amounts from bcne

19 fits otherwise payable to an individual under title II of the

20 Social Security Aet as specified in clause -(ii)- of the first sen-

21 tcnce of subparagraph -fG3- (and in no other manner), shall

22 recover the amounts necessary to compensate the Federal

23 Old Age and Survivors Insurance Trust Fund (and the Fed

24 oral Disability Insurance Trust Fund) for the excess (de

25 scribed in subparagraph (B) (ii)) attributable to benefits
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1 which were paid such individual and to which a

2 tion under this subsection applies.

3 -(-4)- Where

4 -(4-)- two or more pcrsons are entitled on the baths of

5 the wages and self employment income of an individual

6 (without the application of sections 2O2 ()-( 1) and

7 23 (b) of the Social Security Act) to monthly benefits

8 under section 202 of such Aet for the month preceding

9 the month with which (A) a redetermination under

10 subsection -(-e- of this section becomes ecctive with

11 respect to the benefits of any one of them and (B) such

12 benefits are accordingly increased by reason of the

13 amendments made by subsections -fa)- and -fb)- of this

14 section, and

15 -(-2-)- the total of benefits to which all persons are

16 entitled under such section 202 en the basis of such

17 wages and self employment income for the month with

18 which such redetermination and increase becomes

19 tit'e is reduced by reason of section 203 (a) of such 4et

20 as amended by this Ant -(-or would, bat for the pcnulti

21 mate sentence of such section 203 (a), be so rcducedh

22 then the amount of the benefit to which each of the persons

23 referred to in paragraph -(1), other than the person with

24 respect to whose benefits such redetermination and increase

25 applicablc is entitled for months beginning with the month
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1 with whkth such redetermination &nd increase becomes cffcc

2 the shall be adjustcd, after the application of such scction

3 203 (a), to ai amount re less than the amount it would have

4 bccn if such redetermination aftd increase had iot become

5 cffcctive

6 LIBERALIZATION OF EARNINGS TEST

7 So. 447 105. (a) (1) Paragraphs (1) and (4) (B) of

8 section 203 (f) of the Social Security Act are each amended

9 by striking out "$140" and inserting in lieu thereof

10 "$166A36* or the exempt amount as determined under para-

11 graph (8) ".

12 (2) Paragraph (1) (A) of section 203(h) of such Act

13 is amended by striking out "$140" and inserting in lieu

14 thereof "$166.66* or the exempt amount as determined

15 under subsection (f) (8) ".

16 (3) Paragraph (3) of section 203 (f) of such Act is

17 amended to read as follows:

18 "(3) For purposes of paragraph (1) and sub-

19 section (h), an individual's excess earnings for a tax-

20 able year shall be 50 per centum of his earnings for

21 such year in excess of the product of $166.66* or the

22 exempt amount as determined under paragraph (8)

23 multiplied by the number of months in such year.

24 The excess earnings as derived under the preceding son-
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1 tence, if not a multiple of $1, shall be reduced to the next

2 lower multiple of $1."

-fb3- Scetion O3 (1) of such 4et is further amended by

adding at the end thereof the following new paragraph:

5 "(8) (A) On or before Novcmber 4 of 4972 and of

6 each even numbered year thereafter, the ecrctary shall

7 determine and publish in the Federal Register the

8 exempt amount as defined in subparagraph (B) for each

9 month in any individua1s first two taxable years which

10 end with the close of or after the calendar year following

ii the year in which such determination is made

12 "B)- The exempt amount for each month of a

13 particulitr taxable year shall he whichever of the fo1-

14 lowing is the larger:

15 "(i) the product of $166.6(3 and the ratio

16 of -f+ the average taxab1e wages of all persons for

17 whom taxable wages were reported to the Seere

18 tory for the first calendar quarter of the calendar

19 year in which a determination under subparagraph

20 (A) is made for each suth month of such particu—

21 lor taxable year to (II) the average of the taxable

22 wages of a41 persons for whom wages were reported

23 to the Secretary for the first calendar quarter of

24 1971, with such produet if not a multiple of $10,
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1 being rouiidcd te the ncxt higher multiple of 4Ø

2 where such product is an odd multiple of and to

3 the ncarest multiple of 34-0 in any other case, oi

4 "(II) the exempt amount fef eaeh month in the

5 taxable year preceding such particular taxable year;

6 exccpt th$ the provisions in clausc -4)- shall net apply

7 with respect to any taxable year unless the contribution

8 and carninge base fef such year is detcrmincd under

9 section 230 (b)—(-1) ."

10 -(-e)-(b) The amendments made by this section shall

11 apply with respect to taxable years ending after December

12 1970.

13 EXCLUSION OF CERTAIN EARNINGS IN YEAR OF

14 ATTAINING AGE 72

15 SEC. 40 106. (a) The first sentence of section 203 (f)

16 (3) of the Social Security Act is as amended by section 105

17 (a) (3) of this Act is amended by inserting "(A)" after e-

18 eept that", and by inserting before the period at the end

19 thereof the following: ", and (B) except that, in determin-

20 ing an individual's excess earnings for the taxable year in

21 which he attains age 72, there shall be excluded any earnings

22 of such individual for the month in which he attains such

23 age and any subsequent month (with any net earnings
24 or net loss from self-employment in such year being prorated

25 in an equitable manner under regulations of the Secretary) ".
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1 (b) The amendment made by subsection (a) shall

2 apply with respect to taxable years ending a.fter December

3 1970.

4 REDUCED BENEFITS FOR WIDOWERS AT AGE 60

5 SEc. 4-0 107. (a) Section 202 (f) of the Social Security

6 Act (as amended by section 4-04 103 (b) (2) of this Act) is

7 further amended—

8 (1) by striking out "age 62" each place it appears

9 in paragraphs (1), (5), and (6) and inserting in lieu

10 thereof "age 60"; and

11 (2) by striking out "or the third month" in the

12 matter following subparagraph (U) in paragraph (1)

13 and inserting in lieu thereof "or, if he became entitled

14 to such benefits before he attained age 60, the third

15 month".

16 (b) (1) The last sentence of section 203 (c) of such

17 Act (as amended by section 4-04 103 (c) (1) of this Act) is

18 further amended by striking out "age 62" and inserting in

19 lieu thereof "age 60".

20 (2) Clause (D) of section 203 (1) (1) of such Act (as

21 amended by section 4-04 103 (c) (2) of this Act) is further

22 amended by striking out "age 62" and inserting in lieu there-

23 of "age 60".

24 (3) Section 222 (b) (1) of such Act is amended by
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1 striking out "a widow or surviving divorced wife who has

2 not attained age 60, a widower who has not attained age

3 62" and inserting in lieu thereof "a widow, widower or

4 surviving divorced wife who has not attained age 60".

5 (4) Section 222 (d) (1) (D) of such Act is amcndcd

6 by striking ut "agc 42!. each pkee it appcar €m4 inserting

7 in liei± thcrcof "age &- amended—

8 (A) by striking out "age 62" the first place it

9 appears and inserting in lieu thereof "age 60", and

10 (B) by striking out "wives who have not attained

11 age 60 a'nd are under a disability, the benefits under

12 section 202(f) of widowers who have not attained age

13 62," and inserting in lieu thereof "wives and the bene-

14 fits under section 202(f) for widowers who have not

15 attained age 65 and are under a disability,".

16 (5) Section 225 of 'such Act is amended by 'striking

17 out "age 62" and inserting in lieu thereof "age 60".

18 (c) The amendments made by this section shall apply

19 with respect to monthly benefits under title II of the Social

20 Security Act for months after December 1970, except that

21 in the case of an individual who was not entitled to a monthly

22 benefit under title II of such Act for December 1970 such

23 amendments shall apply only on the basis of an application

24 filed in or after the month in which this Act is enacted.
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I ENTTTLEMENT TO Cffi1J'S INSURANC1 BENEFITS BASED

2 ON DISABILITY WllIC flEN BETWEEN AE 18 AND 22

3 SEc. 440 108, (a) C1as (ii) of section 202 (d) (1)

4 (B) of the Social Security Aet is amended by striking ou

5 "whIch began before he attahied tbe age of eighteen" and in-'

& serting in lieu thereof "which began before he attained th

I age of 2".
8 (b) Subparagraphs (F) and (G) of section 202 (d)

9 (1) of such Act are amended to read as follows:

10 "(F) if stich child was not under a disability (as

11 so defined) at the time he attained the age of 18, the

12 earlier of—

13 "(1) the first month during no part of which

14 he is a full-time student, or

15 "(ii) the month in which he attains the age of

16 22,

17 but only if he was not under a disability (as so defined)

18 in such earlier month; or

19 "(G) if such child was under a disability (as so

20 defined) at the time he attained the age of 18, or if he

21 was -not under a ilisability (as so defined) at such time

22 but was under a disability (as so defined) at or prior to

23 the time he attained (or would attain) the age of 22,

24 the third month following the month in which he ceases
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1 to be under such disability or (if later) the earlier of—

2 "(1) the first month during no part of which

3 he is a full-time student, or

4 "(ii) the month in which he attains the age

5 •of 22,

6 but only if he was not under a disability (as so defined)

7 in such earlier month."

8 (c) Section 202 (d) (1) of such Act is further amended

9 by adding at the end thereof the following new sentence:

10 "No payment under this paragraph may be made to a child

11 who would not meet the definition of disability in section

12 223 (d) except for paragraph (1) (B) thereof for any month

13 in which he engages in substantial gainful activity."

14 (d) Section 202 (d) (6) of such Act is amended by

15 striking out "in which he is a full-time student and has not

16 attained the age of 22" and all that follows and inserting in

17 lieu thereof "in which he—

18 "(A) -(i) is a full time student e -(ii)- is under &

19 disability -(-as defined in section 2241 (d)), awl

20 "-(LB) hade4attaincdtheee2btitonlyi4he
21 has filed application fof such rccntitlcmcnt.

22 "(A) (i) is a full-time student or is under a dis-

23 ability (as defined in section 223(d)), and (ii) had not

attained the age of 22, or

25 "(B) is under a disability which began before th8
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I close of the 84th month following the month in which his

2 most recent entitlement to child's insurance benefits ter-

3 minated because his disability ceased,

4 but only if he has filed application for such reentitlement.

5 Such reentitlement shall end with the month preceding.

6 whichever of the following first occurs:

7 "(0) the first month in which an event specified in

8 paragraph (1) (D) occurs;

9 "(D) the earlier of (i) the first month during no

10 part of which he is a full-time student or (ii) the month

11 in which he attains the age of 22, but only if he is nGt

12 'under a disability (as so defined) in such earlier month;

13 or

14 "(E) if he was under a disability (as so defined),

15 the third month following the month in which he ceases

16 to be under such disability or (if later) the earlier of—

17 "(i) the first month during no part of which

18 he is a fuji-time student, or

19 "(ii) the month in which he attains the age

20 of 22."

21 (e) Section 202 (s) of such Act is amended—

22 (1) by striking out "which began before he at-

23 tamed such age" in paragraph (1) ; and

24 (2) by striking out "which began before such
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1 child attained the age of 18" in paragraphs (2) and

2 (3).

3 (f) Where—

4 (1) one or more persons are entitled (without

5 the application of sections 202 (j) (1) and 223 (b) of

6 the Social Security Act) to monthly benefits under

7 section 202 or 223 of such Act for December 1970 on the

8 'basis of the wages and self-employment income of an

9 individual, and

10 (2) one or more persons (not included in para-

11 graph (1)) are entitled to monthly benefits under

12 such section 202 or 223 for January 1971 solely by

13 reason of the amendments made by this section on the

14 basis of such wages and self-employment income, and

15 (3) the total of benefits to which all persons are

16 entitled under such section 202 or 223 on the basis of

17 such wages and self-employment income for January

18 1971 is reduced by reason of section 203 (a) of such

19 Act as amended by this Act (or would, but for the

20 penultimate sentence of such section 203 (a), be so

21 reduced),

22 then the amount of the benefit to which each person referred

23 to in paragraph (1) of this subsection is entitled for months

24 after December 1970 shall be adjusted, after the applica-

25 tion of such section 203 (a), to an amount no less than the
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amount t would have been if the person. ot persons referred

2 to in paragraph (2)' were not entitled to a benefit referred

3 to in such paragraph (2).

4 (g)' The an:iendments made by this section. shall apply

5 onlly with' respect to monthly benefits under section 202

6 of the Social Secirity Act for months. after December 1970,

7 except that in the case of afl. individnal who was not en-

8 titled to a monthly benefit under such sction 202 for

9 December 1970 such amendments s1iall apply only on the

10 basis of an application filed after September 30, 1970.

11 ELIMEATION O TYrroILr HNP AS CONDITIO

12 OF DENEFIT FOil DIVOILOED AND UILVIVINO DIVOROED

13 wivEs

14 111. 4a3- Scetiefi 202 (b) (1) of the Social Security

15 4etiamendcd

16 -(4)- by adding "and" at the eii4 of ubpnragrapk

17

18 42.)- by striking ei4 subparagraph (D),. and

19 -(-3.3- by rcdcsignating subparagraphs (E)- through

20' -fT3- as subparagraphs -(-P.)- through (K), respeetivc1y

21 (b) (1)- Section 202 (c)+1-3- of Ruth Aet is amended

22 (A) by a4ng 'and" at the end of subparagraph

23

24 -fB-)- by striking ont subparagraph I3) and

25 -(-0)- by rcdcsigntting sftbparagtaphs (E)- through.
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1 -(4)- as subparagraphs (D) through (F), rcspcctivcly

2 -f2)- Section 202 (c) -(-6)- of auth is amended by

3 striking ot "paragraph (1) (G)- and inserting in lien

4 thcrcof "paragraph -(-4W) (F) ".

5 -(-e3- Section 202(g) (1) (F)- of such 4e is amcndcd by

6 striking oat clause -(-i3-. and by redcsignating clauses -(-ii-)-

7 and (iii)- as clauses -(4)- and -(-ii), respectively.

8 -(-43- The amendments madc by this section shall apply

9 only with respect to benefits payable under ti-tie fi of the

10 Soei.t4 Security Aet for months after December on the

11 basis of applications filcd en or after the date of the enactment

12 of this Act.

13 EfNATION DISABILITY INSED STATU@

14 MENT OF EIIBSTANTIAL RECENT COVERED WORK

15 CASES OF INDTIDU Wig fE BLIND

16 SEC. 112. -(-a)- The first sentence of section 216 (i) (3-)-

17 of the Social Security Aet is amended by inserting before

18 the period at the end thereof the following: and except

19 that the provisions of subparagraph (B)- of this paragraph

20 shall not apply in the ease of an indivithinl whe is blind

21 -(-within the meaning of 'b]indness as defined in paragraph

22 (1))".

23 -fb.)- Section 3 (c) (1) of such Aet is amended by

24 striking oat 'eovcrage." in subparagraph (B) (ii) and in-

25 serting in lieu thereof "coverage and by striking oat "For

26 purposes?' and inserting in lieu thereof the following:
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1 "except that the pevision of subparagraph (B) of

2 this paragraph shall net ap1y in the ease of an

3 vidual who is blind -withiii the meaning of 'blindness'

4 as defined in section 216 (i) (1) ). purposcs

5 -(4 The amendments made by this section shall be

6 eftcctive with respect to applications for disability insurance

7 benefits tmder section 2-2-3 of the Social Security Act, and

8 for disability detcrminatAens neder see4on 216 (i) of such

9 Act, flied

10 -(43- in or after the month in which this Aet is

11 enacted, or

12 -(4)- before the month in which this Act is cnacted

if the applicant has not died before such month and if—-

14 (A) notice of the final decision of the Score-

15 of Health, Education, and Welfare has net been

16 given to the applicant before such month; or

17 -fB-)- the notice referred to in subparagraph

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

19 eivil action with respect to such final decisien is

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

21 Security Act (whether before, in or after such

22 month)- and the decision in such ei41 action has net

23 become final before such month;

24 eeept that no monthly benefits under title II of the Social

25 Security Act shall be payable of increased by reason of the
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I amcndmcnts made b cction ei montk before Jan-

2 uary 197t

3 DISABILITY BENEFITS FOR THE BLIND

4 Sc. 109. (a) The first sentence of section 222(b) (1)

5 of the Social Security Act (as amended by section 107 of

6 this Act) is further amended by inserting "(other than such

an individual whose disability is blindness, as defined in see-

8 tion 216(i) (1) (B))" after "an individual entitled to dis-

9 ability insurance benefits".

10 (b) Section 223(a) (1) of such Ad is amended—

11 (1) by amending subparagraph (B) to read a

12 follows:

13 "(B) in the case of any individual other than an

14 individual whose disability is blindness (as defined

15 in section 216(i) (1) (B)), has not attained the

16 age of 65,";

17 (2) by striking out "the month in which he attains

18 age 65" and inserting in lieu thereof "in the case of any

19 individual other than an individual whose disability is

20 blindness (as defined in section 216(i) (1) (B)), the

21 month in which he attains age 65"; and

22 (3) by striking out the last sentence thereof.

23 (c) That part of section 223(a) (2) of such Act (as

24 amended by section 104(c) (1) of this Act) which precedes

.25 subparagraph (A) thereof is further amended by inserting
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I mmedafely after ''age 62" the following': ", azd, in the case

2 of any inr1ividua whose lisability is blindness (as defined irg

3 section 216(i) (1) (B)), as though he were a fully insured'

4 iwlividual,".

5 fd)' Section' 223 (c) (1) of sue/i Act' is amended—

6 (1) by inserting "(other than an individual tvhos

7 disability is blindness, as defined in section 216(i) (1)

8 (B))," after "An individual'; and

9 (2) by adding at the end thereof lafter t/ie sentence

10 following subparagraph (B)) the following new sen-

11 tence: "An individual whose disability is blindness (as

12 defined in section 216(i) (1) (B)) shall be insured for

13 disability insurance benefits in any month if he had not

14 less than six quarters of coverage before the quarter in

15 which such month occurs."

16 (e) Section 223(d) (1) (B) of such Act is amended to'

17 read as follows:

18 "(B) blindness (as defined in section 216(i)

19

20 (f) The second sentence of section' 223(d) (4) of such Act

21 is amended by inserting "(other than ai irediridual whose

22 disability is blindness, as defined in section 216(i) (1) (B))"

23 immediately after "individual".

(g) The amendments made by this section shall be eff cc-

25 Live with respect to individuds entitled to disability insurance
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1 benefits under section 223 of the Social Security Act for the

2 month of January 1971, and with respect to applications for

3 disability insurance benefits under section 223 of such Act

4 filed—

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

6 acted, or

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

8 if—

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

10 tary of Health, Education, and Welfare has not

11 been given to the applicant before such month; or

12 (B) the notice referred to in subparagraph (A)

13 has been so given before such month but a civil action

14 with respect to such final decision is commenced

15 under section 205(g) of the Social Security Act

16 (whether before, in, or after such month) and the

17 decision in such civil action has not become final

18 before such month;

19 except that no monthly benefits under title II of the Social

20 Security Act shall be payable or increased by reason of the

21 amendments made by this section for months before January

22 1971.

23 WAGE CREDITS FOR MEMBERS OF THE UNIFORMED

24

25 SEC. 14 110. (a) Subsection 229 (a) of the Social Sc-

26 curity Act is amended—
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1 (1) by striking out "after December 1967" and in-

serting in lieu thereof "after December 1970"; and

3 (2) by striking out "after 1967" and inserting in

4 lieu thereof "after 1956". "after 1956"; and

5 (3) by striking out all which follows "(in addition

6 to the wages actually paid to him for such service)" and

7 inserting in lieu thereof "of $300.".

S (b) The amendments made by subsection (a) shall

9 apply with respect to monthly benefits under title II of the

10 Social Security Act for months after December 1970 and

11 with respect to lump-sum death payments under such title in

12 the case of deaths occurring after December 1970, except

13 that, in the case of any individual who is entitled, on the basis

14 of the wages and self-employment income of any individual

15 to whom section 229 of such Act applies, to monthly bene-

16 fits under title II of such Act for December 1970, such

17 amendments shall apply (1) only if an application for re-

18 computation by reason of such amendments is filed by such

19 individual, or any other individual, entitled to benefits under

20 such title II on the basis of such wages and self-employment

21 income, and (2) only with respect to such benefits for

22 months beginning with whichever of the following is later:

23 January 1971 or the twelfth month before the month in which

24 such application was filed. Recomputations of benefits as re-

25 quired to carry out the provisions of this paragraph shall be
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11 made notwithstanding the provisions of section 215 (f) (1)

2 of the Social Security Act, and no such recomputation shall

3 be regarded as a recomputation for purposes of section 215

4 (f) of such Act.

0 APPLICATIONS FOR DISABILITY INSURANCE BENEFITS FILED

6 AFTER DEATH OF INSURED INDIVIDUAL

7 SEC. 144111. (a) (1) Section223(a) (1) of the Social

8 Security Act is amended by adding at the end thereof the

9 following new sentence: "In the case of a deceased individual,

10 the requirement of subparagraph (C) may be satisfied by an

11 application for benefits filed with respect to such individual

12 within 3 months after the month in which he died."

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

14 striking out "he filed his application for disability insurance

15 benefits and was" and inserting in lieu thereof "the applica-

16 tion for disability insurance benefits was filed and he was".

17 (3) The t.hird sentence of section 223 (b) of such Act

18 is amended by striking out "if he files such application" and

19 inserting in lieu thereof "if such application is filed".

20 (4) Section 223 (c) (2) (A) of such Act is amended by

21 striking out "who files such application" and inserting in

22 lieu thereof "with respect to whom such application is filed".

23 (b) Section 216 (i) (2) (13) of such Act is amended

24 by adding at the end thereof the following new sentence:
25 "In the case of a deceased individual, the requirement of an
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t application onder the preceding seilfence ay be satisfied

2 by an appIicatioit for a dibility detèrthination ified with re—

3 spect to such individual within 3 montIs after the month in

4 which he died."

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

in the case of deaths occurring in and after the year in whic1

7 this Act is enacted. For purposes of such amendments (and

8 for purposes of sectinis 202 (j) (1) and 223 (b) of the Sociaif

9 Security Act), any application with respect to an individual

10 whose death occurred in such year but before the date of the

11- enactment of this Act which is filed within 3 months after

12 the date of the enactment of this Act shai be deemed to have

13 been filed in the month in which such death occurred3-.

14 WORKMEN'S COMI1NSATION OFFSET DISABILI

15 INSURANCE BENEFICIARIES

16 SEe7 115. -(4 Section 24-(-a)--(-5)- of the SoeW Seei±-

17 rity 4et is arncndcd by otriking out S0 eentum o4

18 -fbi- The amendment made by subsection -(4 shall

19 apply with respect to monthly bcncts iede ti4le II of the

20 Social Sccurity Aet fo months after Dcccmbcr 1970.

21 OOVERAOE FEDERAL 11OME LOAN BANK E-MPLOYEES

22 SEe 116. The provisions of ocetion 210(a) (6) (B)-(ii*

of the Social Sceurity Aet oud section 3121 (h) (6) (B) (ii)

24 of the Internal Rcvcnuc Code of 1954- insofar os they relate
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2 Bank, shall be cffcctivc

3 -(4-)- with rcspcct to all seri4ee pcrformcd in the

4 employ of a IVedcra1 Home Loan Bank after. December

5 1970; and

6 (2) asduawhoareinthecmploy
7 of a Fcdcral Home Loan Bank on January47 1971, with

8 respect to a*iy service performed in' the employ of a

9 Federal Home Loan. Bank after December 1965; bti4 this

10 paragraph sbnil be .dfccti e only if &n' amount equal to

11 the taxes imposed by ocction 3101 and 3111 of such

12 Code with respect o the services of all such individuals

13 performed in' the employ of Federal Home Loan Banks

14 after December 1965 e paid under the provisions of

15 section 312 of such Code by July 47 1971, or by sueb

16 later 4ote es may be provided in' n' agreement entered

17 into before ouch date with the Secretary of the Trcatrnry

18 or his delegate for purposcs of this paragraph.

19 -(b3- Subparagrapho (A) (i) and (B) of section 404

20 (i) (2) of the Social Security Amendments of 1956 are

21 repealed.

22 POLICEMEN AND FIREMEN IN IDAHO AND

23 POLICEMEN IN MISSOURI

24 SEc. 117. 112. (a) Section 218 (p) (1) of the Social

25 Security Act is amended by inserting "Idaho," after

26 "Hawaii,".
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i (b) Such section 2l8(p) (1) is further amended by—

2 (1) inserting "Missouri," after "Maryland,"; and

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

4 sentence: "Notwithstanding the first sentence of this

5 paragraph, nothing in this paragraph shall be construed

6 to authorize the State of Missouri to modify the agree-

7 ment entered into by it pursuant tO this section so as to

8 apply such agreement to service performed by any em-

9 plo yee in a fireman's position."

10 COVERAGE OF CERTAIN HOSPITAL EMPLOYEES IN NEW

11 MEXICO

12 SEC. 4-1-8 113. Notwithstanding any provisions of section

13 218 of the Social Security Act, the agreement with the State

14 of New Mexico heretofore entered into pursuant to such see-

15 tion may at the option of such State be modified at any time

16 prior to January 1, 1971, 1972, so as to apply to the services

17 of employees of a hospital which is an integral part of a

18 political subdivision to which an agreement under this section

19 has not been made applicable, as a separate coverage group

20 within the meaning of section 218 (b) (5) of such Act, but

21 only if such hospital has prior to 1968 withdrawn from a re-

22 tirement system which had been applicable to the ernployee

23 of such hospital.

H.R. 17550 3
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1 PENALTY FOR FURNISHING FALSE INFORMATION TO OBTAIN

2 SOCIAL SECURITY ACCOUNT NUMBER

3 Sio. 4-14 114. (a) Section 208 of the Social Security

4 Act is amended by adding "or" after the semicolon at the

5 end of subsection (e), and by inserting after subsection (e)

6 the following new subsection:

7 "(f) willfully, knowingly, and with intent to deceive

8 the Secretary as to his true identity (or the true identity of

9 any other person) furnishes or causes to be furnished false

10 information to the Secretary with respect to any information

11 required by the Secretary in connection with the establish-

12 ment and maintenance of the records provided for in section

13 205(c) (2) ;".

14 (b) The amendments made by subsection (a) shall

15 apply with respect to iuformation furnished to the Secretary

16 after the date of the enactment of this Act.

17 GUARANTEE OF NO DECREASE IN TOTAL FAMILY BENEFITS

18 SEC. 440115. (a) Section 203 (a) of the Social Security

19 Act ('as amended by 'section's 101 (b) and 103-(3- 131 (a)

20 of this Act) i's amended by striking out the period at 'the end

21 of paragraph (4) and inserting in lieu thereof "; or", and by

22 inserting after paragraph (4) the following new paragraph:

23 "(5) notwithstanding any other provision of law.

24 when—

25 "(A) two or more persons are entitled to
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1 monthly benefits for a particular month on the basis

2 of the wages and self-employment income of an

3 insured individual and. (for such particular month)

4 the provisions of this subsection and section 202 (q)

5 are applicable to such monthly benefits, and

6 "(B) such individual's primary insurance

7 amount is increased for the following month under

8 any provision of this title,

9 then the total of monthly benefits for all persons on the

10 basis of such wages and self-employment income for

11 such particular month, as determined under the provi-

12 sions of this subsection, shall for purposes of deterinin-

13 ing the total of monthly benefits for all persons on the

14 basis of such wages and self-employment income for

15 months subsequent to such particular month be con-

16 sidered to have been increased by the smallest amount

17 that would have been required in order to assure that

18 the total of monthly benefits payable on the basis of such

19 wages and self-employment income for any such subse-

20 quent month will not be less (after application of the

21 other provisions of this subsection and section 202 (q))

22 than the total of monthly benefits (after the application

23 of the other provisions of this subsection and section 202

24 (q)) payable on the basis of such wages and self-em-

25 ployment income for such particular month."
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1 (b) In any case in which the provisions of section

2 1002 (b) (2) of the Social Security Amendments of 1969

3 apply, the total of monthly benefits as determined under see-

4 tion 203 (a) of the Social Security Act shall, for months

5 after 1970, be increased to the amount that would be

6 required in order to assure that the total of such monthly

7 benefits (after the application of section 202 (q) of such

8 Act) will not be less than the total of monthly benefits

9 that was applicable (after the application of such sections

10 203 (a) and 202 (q)) for the first month for which the

11 provisions of such section 1002 (b) (2) applied.

12 CERTAIN ADOI'TION B DISABILITY AND OLD AGE

13 INUUILANCE DflNEFICIAILflO

14 SEp. 121. -(-e3- lauso -fi3- of section 2024d) (8)

15 of the Social Security et is amended

16 -(1-3- by inserting " (I) ' after -(43-y

17 -(33- by adding "or' after 'ohlld placement

18 agency,", a4

19 -(33- by adding at the eii4 thereof (after an4 below

20 clause (i) (I) as designated by paragraph -(-1-)- of this

21 suhecction) the following:

22 "(II) in a adoption which took place after

23 a investigation of the circumstances surrounding

24 the adoption by a court of competent Iurisdietii
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1
within the United States, or by a person appointed

2
by such a court, if the child was related -(by blood

3
adoption, or steprelationship) to such individual or

tø such individual's wife or husband as a descendant

5 or as a brother or sister or a descendant of a brother

6 or sister, such individual had furnished one hail of

the child's support for at ka1st fle years inunei4i—

8 atcly before such individual became entitled to such

9 disability insuranee benefits, the child had been 14-

10 ing with such individual for at least five years before

11 such individual became entitled to such disability

12 insurance bcncflts and the continuous period during

13 which the child was living with such individual be-

14 gan before the child attained age 483'.

15 -(h3- The amendments made by subscetion -a3- shall

16 apply with respect to monthly benefits payable under title II

17 of the Social Security Act for months after December 1967-

18 on the basis of an application filed in or after the month in

19 which this Act is enacted; except that such amendments

20 shall net apply with respect to benefits for any month before

21 the month in which this Act is enacted unless such

22 tien is filed before the close of the twelfth month after the

23 month in which this Act i5 enacted.
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1 ADOPTION BY DISABILITY AND OLD-AGE INSURANCE

2 BENEFICIARIES

3 SEc. 116. (a) Section 202(d) of the Social Security

4 Act is amended by striking paragraphs (8) and (9) and in-

5 serting in lieu thereof the following new paragraph:

6 "(8) In the case of—

7 "(A) an individual entitled to old-age insurance

8 benefits (other than an individual referred to in sub-

9 paragraph (B)),

10 "(B) an individual entitled to disability insur-

11 ance benefits, or an individual entitled to old-age

12 insurance benefits who was entitled to disability in-

13 surance benefits for •the month preceding the first

14 month for which he was entitled to old-age insurance

15 benefits,

16 a child of such individual adopted after such individual

17 became entitled to such old-age or disability insurance

18 benefits shall be deemed not to meet the requirements

19 of clause (i) or (iii) of paragraph (1) (C) unless such

20 child—

21 "(C) is the natural child or stepchild of such

22 individual (including such a child who was legally

23 adopted by such individual), or

24 "(D) (i) was legally adopted by such individ-
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ual in an adoption decreed by a court of corn pten1

2 ju'isdiction within the United States

a "(ii) was living with such indivdual in the'

4 United States and receiving at least one-half of hig

support from such individual (I) if he is an individ-

6 ual referred to in subparagraph (A), for the year

7 immediatelq bf,re' the month in which such individ-

8 uai became entitled to old-age insurmz'ce benefits or;

9 if such individual had a period of disability which

10 continued until he had become entitled to old-age

11 insurance benefits, the month in nihich such period

12 of disal3iiity began, or (II) if he is an individual

13 referred to in' subparagraph (B), for the year

14 immediately before the month in which began the

15 period of disability of such individual which still

16 exists at the time of adoption (or, if such child wa

17 adopted by such individual after such individual at-

18 tamed age 65, the period of disability of such in-

19 dividual which existed in the month preceding the

20' month in which he attained age 65), or the month

21 in which such individual became entitled to dis-

22 ability insurance tene fits, and

23 "(iii) had not attained the age of 18 before he

24 began living with such individual.
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1 In the case of a child who was born in the one-year

2 period during which such child must have been living

3 with and receiving one-half of his support from such in-

4 dividual, such child shall be deemed to meet such re-

5 quirements. for such period if, as of the close of such

6 period, such child has lived with such individual in the

7 United States and received at least one-half of his sup-

8 port from such individual for substantially all of the

9 period which begins on the date of birth of such child"

10 (b) The amendments made by subsection (a) shall

11 apply with respect to monthly benefits payable under title

12 II of the Social Security Act for months after December

13 1970, but only on the basis of applications filed after the

14 date of enactment of this Act.

15 INCREASE OF EARNINGS COUNTED FOR BENEFIT AND

16 TAX PURPOSES

17 SEC. 122. 117. (a) (1) (A) Section 209(a) (5) of the

18 Social Security Act is amended by inserting "and prior to

19 1971" after "1967".

20 (B) Section 209 (a) of such Act is further amended by

2 [ adding at the end thereof the following new paragraphs:

22 "(6) That part of remuneration which, after remunera-

23 tion (other than remuneration referred to in the succeeding

24 subsections of this section) equal to $9,000 with respect to

2) employment has been paid to an individual during any calen-
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1 dar year after 1970 and prior to 1978, is paid to such imli-

2 vidual during any such calendar year;

3 "(7) That part of remuneration 'which, after remunera-

4 tion (other than remuneration referred to in the succeeding

5 subsections of this section) equal to the contribution and

6 benefit base (determined under section 230) with respect

7 to employment has been paid to an individual during any

8 calendar year after 1972 with respect to which such contri-'

9 bution and benefit base is effcctiv, is paid to such individual

10 during such calendar year;".

11 (2) (A) Section 211 (b) (1) (E) of such Act is

12 amended by inserting "and beginning prior to 1971" after

13 "1967", and by striking out "; or" and inserting in lieu

14 thereof "; and ".

15 (B) Section 211 (b) (I of such Act is further amended

16 by adding at the end thereof the following new subpara-

17 graphs:

18 "(F) For any taxable year beginning after

19 1970 and prior to 1973, (i) $9,000, minus (ii) the

20 amount of the wages paid to such individual during'

21 the taxable year; and

22 "(G) For any taxable year beginning in any

23 calendar year after 1972, (i) an. amount equal to

24 the contribution and benefit base (as determined

under section 230) which is effective for such ctil
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1 endar year, minus (ii) the amount of the wages

2 paid to such individual during such taxable y3ar;

3 or".

4 (3) (A) Section 213 (a) (2) (ii) of such Act is

5 amended by striking out "after 1967" and inserting in lieu

6 thereof "after 1967 and before 1971, or $9,000 in the case

7 of a calendar yea.r after 1970 and before 1973, or an amount

8 equal to the contribution and benefit base (as determined

9 under section 230) in the case of any calendar year after

10 1972 with respect to which such contribution and benefit

11 base is effective".

12 (B) Section 213 (a) (2) (iii) of such Act is amended

13 by striking out "after 1967" and inserting in lieu thereof

14 "after 1967 and beginning before 1971, or $9,000 in the

15 case of a taxable year beginning after 1970 and before 1973,

16 or in the case of any taxable year beginning in any calendar

17 year after 1972, an amount equal to the contribution and

18 benefit base (as determined under section 230) which

19 is effective for such calenda.r year".

20 (4) Section 215 (e) (1) of such Act is amended by

21 striking out "and the excess over $7,800 in the case of any

22 calendar year after 1967" and inserting in lieu thereof "the

23 excess over $7,800 in the case of any calendar year after

24 1967 and before 1971, the excess over $9,000 in the case

25 of .ny calendar year after 1970 and before 1973, and the
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1 excess over an amount equal to the contribution and bene-

2 fit base (as determined under section 230) in the case of

3 any calendar year after 1972 with respect to which such.

4 contribution and benefit base is effective".

5 (b) (1) (A) Section 1402 (b) (1) (E) of the Internal

6 Revenue Code of 1954 (relating to definition of self-em-

7 ployment income) is amended by inserting "and beginning

8 before 1971" after "1967", and by striking out "; or" and

9 inserting in lieu thereof "; and".

10 (B) Section 1402 (b) (1) of such Code is further

11 amended by adding at the end thereof the following new

12 subparagraphs:

13 "(F) for any taxable year beginning after 1970

14 and before 1973, (i) $9,000, minus (ii) the amount

15 of the wages paid to such individual during the tax-

16 able year; and

17 "(G) for any taxable year beginning in any

18 calendar year after 1972, (i) an amount equal to

19 the contribution and benefit base (as determined

20 under section 230 of the Social Security Act) which

21 is effective for such calendar year, minus (ii) the

22 amount of the wages paid to such individual during.

23 such taxable year; or".

24 (2 (A Section 3121 (a) (1) of such Code (relating
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1 to definition of wages) is amended by striking out "$7,800"

2 each place it appears and inserting in lieu thereof "$9,000".

3 (B) Effective with respect to remuneration paid after

4 172, section 3121 (a) (1) of such Code is amended (1) by

5 striking out "$9,000" each place it appears and inserting in

6 lieu thereof "the contribution and benefit base (as deter-

7 mined under seøtion 230 of the Social Security Act) ", and

8 (2) by striking out "by an employer during any calendar

9 year", and inserting in lieu thereof "by an employer during

10 the calendar year with respect to which such contribution

11 and benefit base is effective".

12 (3) (A) The second sentence of section 3122 of such

13 Code (relating to Federal service) is amended by striking

14 out "$7,800" and inserting in lieu thereof "$9,000".

15 (B) Effeotive with respect to remuneration paid after

16 1972, the second sentence cyf section 3122 of such Code is

17 amended by striking out "$9,000" and inserting in lieu

18 thereof "the contribution and benefit base".

19 (4) (A) Section 3125 of such Code (relating to rcturns

20 in the case of governmental employees in Guam, American

21 Samoa, and the District of Columbia) is amended by striking

22 out "$7,800" where it appears in subsections (a), (b), and

23 (c) and inserting in lieu thereof "$9,000".

24 (B) Effective with respect to remuneration paid after

25 1972, section 3125 of such Code is amended by striking out



77

1 "$9,000" where it appears in subsections (a), (b), and

2 (c) and inserting in lieu thereof "the contribution and bene-

3 fit base".

4 (5) Section 6413 (c) (1) of such Code (relating to

5 special refunds of employment taxes) is amended—

6 (A) by inserting "and prior to the calendar year

7 1971" after "after the calendar year 1967";

8 (B) by inserting after "exceed $7,800" the fol-

9 lowing: "or (E) during any calendar year after the

10 calendar year 1970 and prior to the calendar year 1973,

11 the wages received by him during such year exceed

12 $9,000, or (F) during any calendar year after 1972,

13 the wages received by him during such year exceed the

14 contribution and benefit base (as determined under sec-

15 tion 230 of the Social Security Act) whici is effective

16 with respect to such year,"; and

17 (C) by inserting before the period at the end

18 thereof the following: "and before 1971, or which ex-

19 ceeds the tax with respect to the first $9,000 of such

20 wages received in such calendar year after 1970 and

21 before 1973, or which exceeds the tax with respect to

22 an amount of such wages received in such calendar year

23 after 1972 equal to the contribution and benefit base

24 (as determined under section 230 of the Social Security

25 Act) which is effective with respect to such year".
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1 (6) Section 6413 (c) (2) (A) of such Code (relating

2 to refunds of employment taxes in the case of Federal em-

3 ployees) is amended by striking out "or $7,800 •for any

4 calendar year after 1967" and inserting in lieu thereof

5 "$7,800 for the calendar year 1968, 1969, or 1970, or

6 $9,000 for the calendar year 1971 or 1972, or an amount

7 equal to the contribution and benefit base (as determined

8 under section 230 of the Social Security Act) for any

9 calendar year after 1972 with respect to which such con-

10 tribution and benefit base is effective".

11 (7) (A) Section 6654(d) (2) (B) (ii) of such Code

12 (relating to failure by individual to pay estimated income

13 tax) is amended by striking out "$6,600" and inserting in

14 lieu thereof "$9,000".

15 (B) Effective with respect to taxable years beginning

16 after 1972, section 6654 (d) (2) (B) (ii) of such Code is

17 amended by striking out "$9,000" and inserting in lieu

18 thereof "the contribution and benefit base (as determined

19 under section 230 of the Social Security Act) ".

20 (c) The amendments made by subsections (a) (1)

21 and (a) (3) (A), and the amendments made by subsec-

22 tion (b) (except paragraphs (1) and (7) thereof), shall

23 apply only with respect to remuneration paid after Decem-

24 ber 1970. The amendments made by subsections (a) (2),

25 (a) (3) (B), (b) (1), and (b) (7) shall apply oniy with
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1 respect to taxable years beginning after 1970. The amend-

2 ment made by subsection (a) (4) shall apply only with

3 respect to calendar years after 1970.

4 AU'POMATIO *DJTTSTMENT 8 THE CONTRIBUTION

5 ANT) BENEFIT BASE

6 Sic 1-23 -(4 Title II of the Social Sceurity Aet is

7 amcndcd by adding at the end thcrcof the following new

8 section:

9 "AUTOMATIC ADJUSTMENT 8 B CONTRIBUTION AND

10 BENEfIT BASE

11 I! 23O -(4 On e bcforc Noeinhef 1 of 1972 and

12 each even numbered ycar thcrcaftcr, the Secretary shall do-

13 tcrmine and publish in the F-cdcral Register the contribution

14 and benefit base -'as defined in subsection (b)) fef the st

15 two calendar years following the year in which the deter

16 minationismade.

17 "(b) The eontribution and benefit base fof a particular

18 calendar year shall be whichever of the following is the

19 1arger-

20 "(1) The product of $9,000 and the ratio of (A)

21 taxable wages of all persons foi whom tax-

22 ab1e wages were reported to the Secretary fei the first

23 calendar quarter of the calendar year in which a deter

24 mination under subsection -(a)- is made fe such pa*-

25 ticular calendar year to (B)- the average of the taxable
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1 wages of all persons for whom taxable wages were re-

2 ported to the Secretary for the first calendar quarter of

3 1971, with such product, if not a multiple of $600, being

4 roun4ed to the next higher multiple of $600 where such

5 product is a multiple of $300 hot not of $600 and to the

6 nearest multiple of $600 in any other case; or

7 "--2-)- Pbe contribution and benefit base for the

8 calendar year preceding sueh particular calendar year.

9 "(c) -(4-)- When the Secretary determines and publishes

10 in the Federal Register a contribution and bcncfit base -(-as

11 rciiuircd by subsection -(a) ), and

12 "(A) such base is larger than the contribution and

13 benefit base in effect for the year in which the larger

14 base is so published, and

15 "(B) a revised table of benefits is not required to

16 be published in the Federal Register under the

17 signs of section 215 (i) (2) (C) which extends such table

18 for such larger base en or before the effective date of

19 such baee

20 then the Secretary shall publish a revised tabk of benefits

21 (determined under the provisions of paragraph (2)) in the

22 Federal Register on or before December 1 of the year prior

23 to the effective year of the new contribution and benefit

24 base. Such table shall be deemed to be the table appearing

25 in section 2-15 (a).
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1 "-(-2-)- fbe revision of such table shall be determined as

2 follows:

3 -(-A)- All of the amounts on cach 14+ie of eolunms 4

4 [I }4I and P except the largcst amount in column

5 f[ of the table in effect before the revision, shall be

6 the same in the revised tabic; and

7 "(B) Ihe additional amounts fef the extension of

8 columns m and W and the amounts fef pu1oses of

9 colunm 37 shall be determined in aceordanec with the

10 provisions of section 215-(i) (2) (C) -f)- and -(-vi).

11 "(3) When a revised table of benefits, prepared undei

12 the provisions of paragraph -(4)- becomes effective, the pio-•

13 visions of section 2-1-& (b) (4) and -(e3- and of section 2O

14 -(-a) -(4)- shall be disregarded; and the amounts that ae added

15 to columns III and Pi- of aie changed in of added to

16 column by such revised table, shall be applicable only in

17 the ease of an insured individual

18 "-(-A) who becomes entitled, after December of the

19 year immediately preceding the effective year of the

20 increased contribution and benefit base (provided by

21 this section), to benefits under section 2G-(-a) o see-

22 tion 22S;

23 "-(-B)- who dies after December of such pfeeeding

24 year without being entitled to benefits under section

25 2024a)- Of section 223,



82

1 "(€1-)- whose primary insurance amount is rcguircd

2 e be rccomputcd under section 2-1-5 (f) (2) ."

3 (b-) (1) Section 201 (c) of the Social Security Aet is

4 amended by inserting before the last sentence the following

5 new sentence: "The report shall further includc a recom

6 mendation as to the appropriateness of the ta ratcs in

7 sections 1401 (a)7 3101 (a)-7 and 3111 (a) of the Internal

8 Revenue Codc of 1954 which will be in effect fo tbe fel-

9 lowing calendar year, made in the light of the need fe the

10 estimated income in relationship to the estimated outgo of

11 the Trust Funds during sueh year."

12 -(-2.)- Section 1817 (b) of such Aet is amended by insert

13 ing before the last sentence the following new sentence:

14 "The r-cport shall further include a recommendation as to

15 the appropriateness of the ta rates in sections 1401 (b),

16 3101 (b), and 3111 (b) of the Internal Revenue Code of

17 1954 which will be in effect fei the following calendar year

18 made in the light of the need for the estimated income in

19 relationship to the estimated outgo of the Trust Fund during

20 such year."

21 CHANGES IN TAX SCHEDULES

22 SEC. 424 118. (a) (1) Section 1401 (a) of the Internal

23 Revenue Code of 1954 (relating to rate of tax on self-

24 employment income for purposes of old-age, survivors, and

25 disability insurance) is amended by striking out paragraphs
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1 -2)- -f33-7 (3) and (4) and inserting in. lieu thereof the fol-

2 lowing:

3 "-- (3) in the case of any taxable year beginning

4 after December 31, 496 1970, and before January 1,

5 1975, the tax shall be equal to &4 6.6 percent of the

6 amount of the self-empIoynieit. income for such taxable

7 year; and

8 "-f33- (4) in the case of any taxable year beginning

after December 31, 1974,. the tax. shall be equal to 7.0

10 percent of the amount of the self-employment income

11 for such taxable ycar." year.

12 Such tax with respect to self-employment income for anij

13 taxable year shall &e increased in accordance with the alloca-

14 tion made by the Secretary of Health, Education, and Welfare

15 under section 230(c) of the Social Security 4ct."

16 (2) Section 3101 (a) of such Code (relating to rate of

17 tax on employees for purposes of old-age., survivors, and

18 disability insurance) is amended by striking out paragraphs

19 -f23- (3)-i (3) and (4) and inserting in lieu thereof the fol-

20 lowing:

21 "..(4)... (3) with respect to wages received during the

22 calendar years 4.-99 1970 1971, 1972, 1973, and.
23 1974, the rate shall be 4.2. 4.4 pçicent;

24 "-f3.3- (4) with respect to wages received during the



1 calendar years 1975? 197 1977, 1978, and 1979, the

2 rate shall be 5.0 percent; aftd

3 (5) with respect to' wctges received during the calen—

4 dar years 1980, 1981, 1982, 1983, 1984, and 1985,

5 the rate shall be 5.5 percezt; and

6 "-(-4)- (6) with respect to wages received after Dc—

7 cember 31, 49-7 1985, the rate shall be 6.1 per—

8 een- percent.

Such tax with respect to wages received during any calendar

10 year shall be increased in accordance with the allocation

made by the Secretary of Health, Education, and Welfare

12 under section 230(c) of the Social Security Act."

13 (3) Section 3111 (a) of such Code (relating to rate of

14 tax on employers for purposes of old-age, survivors, and

15 disability insurance) is amended by striking out paragraphs

16 -(-2-)-T -3- (3) and (4) and inserting in lieu thereof the

17 following:

18 "-(-2.)- (3) with respect to wages paid during the cal-

19 endar years 4-9 4-9-70 1971, 1972, 1973, and 1974,

20 the rate shall be 4 4.4 percent;

21 "-(-3-)- (4) with respect to wages pa.id during the cal-

22 endar years 1975, 1976, 1977, 1978, and 1979, the

23 rate shall be 5.0 percent; ftftd

24 (5) with respect to wages paid during the calendar

25 years 1980, 1981, 1982, 1983, 1984, and 1985, the

26 rate shall be 5.5 percent; and
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1 "-(4)- (6) with respect to wages paid after December

2 31, 1979 1985, the rate shall be 6.1 percent." per

3 cent.

4 Such tax with respect to wages received during any calendar

5 year shall be increased in accordance with the allocation made

6 by the Secretary of Health, Education, and Welfare under

7 section 230(c) of the Social Security Act."

8 (b) (1) Section 1401 (b) of such Code (relating to

9 rate of tax on self-employment income for purposes of bose

10 pital insurance) is amended by striking out paragraphs (1)

11 through (5) and inserting in lieu thereof the following:

12 "(1) in the case of any taxable year beginning

13 after December 31, 19&7, and before January 1, 1971,

14 the tax shall be equal to 0.6 percent of the amount of

15 the self-employment income for such taxable year; nd

16 "(2) in the case of any taxable year beginning

17 after December 31, 1970, and before January 1, 1973,

18 the tax shall be equal to 4ø 0.8 percent of the amount

19 ,f the self-employment income for such taxable year."

20 year;

21 "(3) in the case of any taxable year beginning after

22 December 31, 1972, and before January 1, 1975, the

23 tax shall be equal to 0.9 percent of the amount of the

24 self-employment income for such taxable year;

25 "(4) in the case of any taxable year beginning after
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1 December 31, 1974, and before January 1, 1980, the

2 tax shall be equal to 1.0 percent of the amount of the

3 self-employment income for such taxable year; and

4 "(5) in the case of any taxable year beginning after

5 December 31, 1979, the tax shall be equal to 1.1 percent

6 of the amount of the self-employment income for such

7 taxable year."

8 (2) Section 3101 (b) of such Code (relating to rate

9 of tax on employees for purposes of hospital insurance) is

10 amended by striking out paragraphs (1) through (5) and

11 inserting in lieu thereof the following:

12 "(1) with respect to wages received during tbe

13 calendar years 1968, 1969, ond 1970, the rote shall be

14 06 perccntj and

15 "(2) with respect to wages received after Pcecm

16 her -1- 1970, the rate shall be 1-O pereent."

17 "(1) with respect to wages received during the

18 calendar years 1968, 1969, and 1970, the rate shall be

19 0.6 percent;

20 "(2) with respect to wages received during the cal-

21 endar years 1971 and 1972, the rate shall be 0.8 percent;

22 "(3) with respect to wages received during the cal-

23 endar years 1973 and 1974, the rate shall be 0.9 percent;

24 "(4) with respect to wages received during the cal-
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einlar years fl17, 1.976,. 1977, 1978,. an 1979, the

2 rate shall be 1.0 percei.vt; and

"(5) with respect tO wages receiVe(l after December

4 31, 1979, the rale shall be 1.1 pereei.it.'

5 (3) Section 3111 (b) of such Code (relating to rate

6 of tax on employers for purposes of hospital insurance) is

7 amended by striking out paragraphs (1) tarough (5) and

8 inserting in lieu thereof the following:

9 -(4-)- with respeet to wages paid doii+ig the ealcn

10 &r years 49 &ad 4-97- the rate shall be O

11 perccn-t- ad
12 1' (2) with respeet to wages paid after Pecember

13 &1-. 1970, the rate shall be bO percent."

14 "(1) with respect to wages paid during the calendar

15 year3 1968, 1969, and 1970, the rate shall be 0.6 per-

16 cent;

17 "(2) with respect to wages paid during the calendar

18 years 1971 and 1972, the rate shall be 0.8 percent;

19 "(3) with respect to wages paid during the calendar

20 years 1973 and 1974 the rate shall be 0.9 percent;

21 "(4) with respect to wages paid during the calendar

22 years 1975, 1976, 1.977, 1978, and 1979, the rate shall

23 be 1.0 percent; and
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1 "(5) with respect to wages pad after December 31

2 1979, the rate shall be 1.1 percent."

3 (c) The amendments made by subsections (a) (1) and

4 (b) (1) shall apply only with respect to taxable years be-

5 ginning after December 31, 1970. The remaining ameud-

6 ments made by this section shall apply only with respect to

7 remuneration paid after December 31, 1970.

8 ALLOCATION TO DISABILITY INSURANCE TRUST FUND

9 SEC. 42 119. (a) Section 201 (b) (1) of the Social

10 Security Act is amended—

11 (1) by striking out "and (D)" and inserting in

12 lieu thereof "(D) "; and

13 -(-2-)- by striking oi±t "after 4)ceembcr &IT 49G9

14 e reported," aiid inscrtiiig i 14ei thereof the fel—

15 i4g-. "after Pccembc 4- 4-944 ai+4 befee Janu

16 44)74. i4 so re o#eflT +E* ØQ of 4 pe eentiim

17 of the wages -(-ifs so defined) poid after Dccemi*i 4-

18 1D70 ad bcforc Jarnmry 4- 4975 td so el4edT

19 (F) 4-44 pe ec'nturn of the wages -(-as so t4encd)

20 j of 4474 4 iof Jnnnary -1-i
21 and so repo#e4 s4 -fG- 44 per cent n.m of
22 the wages -(as so defined) paid after Peceniber 4-
23 1979k a4 so reported,".

24 (2) by striking ont "after December 31, 1.969, and



89

1 so reported," and inserting in lieu thereof the following:

2 "after December 31, 1969, and before January 1, 1971,

3 and so reported, (E) 0.90 of 1 per centum of the wages

4 (as so defined) paid after December 31, 1970, and before

5 January 1, 1972, and so reported, (F) 0.95 of 1 per

6 centum of the wages (as so defined) paid after December

7 31, 1971, and before January 1, 1975, and so reported,

8 (G) 1.05 per centum of the wages (as so defined) paid

9 after December 31, 1974, and before January 1, 1980,

10 and so reported, (H) 1.35 per centum of the wages (as

so defined) paid after December 31, 1979, and before

12 January 1, 1986, and (1) 1.45 per centum of the
13 wages (as so defined) paid after December 31, 1985,

14 and so repor.ted,".

15 (b) Section 201 (b) (2) of such Act is amended—

16 (1) by striking out "and (D)" and inserting in
17 lieu thereof "(D)"; and

18 (2) by inserting after "December 31, 1969," the

19 following: "and before January 1, 1971, (E) 0.675 of

20 1 per centum of the amount of self-employment income

21 (a so defined) so reported for any taxable year begin-

22 fling after December 31, 1970, and before January 1,

23 1972, (F) 0 .7125 of 1 per centum of the amount of self-



1 emptoyrnent'iiccome ('as so Jefineci) so reported for any

2 taxable year beqiinIig after December 31, 1971, and

3 before January 1, T975, (0) 0.7350 of 1 per ceiiturn

4 of the amount of self-employment income (as so defined)

5 so rcpcrted for any taxable year beginning after Decem

6 ber 'i, 1974; and 'bef ore January 1, 1980, (H) 0.8600

7 of 1 per centum of th wnount of self-employment income

8 (as so defined) so reported for any taxable year begin-

9 fling after December 31, 1979, and before January 1,

10 1986, and (1) 0.8300 of 1 per centum of the amount of

11 self-employment income (as so deflned) so reported for

12 any taxable year begihning after December 31, 1985,".

13 INCREASE OF AMO1JNT&IN TRUST FUNDS AVAILABLE TO

14 PAY COSTS QF REHABILITATION SERVICES

15 SEC. 120. The first sentence of section 222(d) (1) of the

16 Social Security Act ('as amended by section 107(b) (4) of

17 this Act) is further amended by striking out "except that

18 the total amount so made available pursuant to this subsection

19 in any fiscal year may not exceed .1 percent of the total
20 of the benefits under section 202(d) for children who have

21 attained age 18 and are under a disability" and inserting in

22 lieu thereof the following: "except that the total amount
23 so made available pursuant to this subsection may not

24 exceed—
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1 "(i) 1 percent in the fiscal year ending June 30,

2 1971,

3 "(ii) 1.25 percent in the fiscal year ending June 30,

4 1972,

5 "(iii) 1.5 percent in the fiscal year ending June 30,

6 1973, and thereafter,

7 of the total of the benefits under section 202(d) for children

8 who have attained age 18 and are under a disability".

9 SELF-EMPLOYMENT INCOME OF CERTAIN INDIVIDUALS

10 TEMPORARILY LIVING OUTSIDE THE UNITED STATES

11 SEC. 121. (a) Section 211(a) of the Social Security Act

12 is amended,—

13 (1) by striking out "and" at the end of paragraph

14 (5);

15 (2) by striking out the period at the end of para-

16 graph (9) and inserting in lieu thereof "; and"; and

17 (3) by inserting after paragraph (9) the following

18 new paragraph:

19 "(10) In the case of an individual who has been

20 a resident of the United States during the entire taxable

21 year, the exclusion from gross income provided by sec-

22 tion 911 (a) (2) of the Internal Revenue Code of 1954

23 shall not apply."
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I (b) Section 1402(a'j of the Internal Revenue Code of

2 l.954 (relating to definition of net earnings from self-em-'

3 plo yment) is amended—

4 (1) by striking out "and" at the end of paragraph

5 (9);

6 (2) by striking out the period at the end of para-

7 graph (10) and inserting in lieu thereof "; and"; and

8 (3) by inserting after paragraph (10) the follow-

ing new paragraph;'

10 "(11) in the case of an individual who has been

a resident of the United State3 during the entire taxable

12 year, the exclusion from gross income provided by sec-

13 lion 911 (a) (2) shall not apply."

14 (c) The amendments made by this section shall apply

15 with respect to taxable years beginning after December 31,

16 1970.

17 MODIFICATION OF AGREEMENT WITH NEBRASKA WITH

18 RESPECT TO CERTAIN STUDENTS AND ERTA1N PART-

19 TIME EMPLOYEES

20 SEC. 122. (a) Notwithstanding any provision of section

21. 218 of the Social Security Act, the agreement with the
22 State of Nebraska or any modifications thereof entered into

23 pursuant to such section may, at the option of such State,
24 be modified at any time prior to Janvriry 1, 1.973, so as to
25 exclude either or both of the following;
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1 (1) service in any class or classes of part -time

2 positions; or

3 (2) service performed in the employ of a school,

4 college, or university if such service is performed by a

5 student who is enrolled and is regularly attending classes

6 at such school, college, or university.

7 (b) Any modification of such agreement pursuant to

8 this section shall be effective with respect to services per-

9 formed after the end of the calendar quarter following the

10 calendar quarter in which such agreement is modified.

11 (c) If any such modification terminates coverage with

12 respect to service in any class or classes of part-time posi-

13 tions in any coverage group, the Secretary of Health, Edu-

14 cation, and Welfare and the State may not thereafter modify

15 such agreement so as to again make the agreement appli-

16 cable to service in such positions in such coverage group;

17 if such modification terminates coverage with respect to

18 service performed in the employ of a school, college, or uni-

19 versity, by a student who is enrolled and regularly attending

20 classes at such school, college, or university, the Secretary of

21 Health, Education, and Welfare and the State may not there-

22 after modify such agreement so as to again make the agre&

23 ment applicable to such service performed in the employ of

24 such school, college, or university.
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1 TEMPORARY EMPLOYEES OF THE GOVERNMENT OF GUAM

2 SEc. 123. (a) Section 210(a) (7) of the Social Se-

3 curity Act is amended by striking out "or" after subpara-

4 graph (C) and by striking out the semicolon after subpara-

5 graph (D) and inserting in lieu thereof ", or", and by

6 adding the following new subparagraph:

7 "(E) service (except service performed by an

8 elected official or a member of the legislature) performed

9 in the employ of the government of Guam (or any in-

10 strumentality which is wholly owned by such govern-

11 ment) by an employee properly classified as a temporary

12 or intermittent employee, if such service is not covered by

13 a retirement system established by a law of Guam; except

14 that (i) the provisions of this subparagraph shall not be

15 applicable to services performed in a hospital or penal

16 institution by a patient or inmate thereof, and (ii) for

17 purposes of this subparagraph, clauses (i) and (ii) of

18 subparagraph (C) shall apply;".

19 (b) Section 3121 (b) (7) of the Internal Revenue Code

20 of 1954 is amended by striking out "or" after subparagraph

21 (B), and by striking out the semicolon at the end of sub-

22 paragraph (C) and inserting in lieu thereof ", or", and

23 by adding the following new subparagraph:

24 "(D) service (except service performed by an elected
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1 official or a member of the legislature) performed in

2 the employ of the government of Guam (or any instru-

3 mentality which is wholly owned by such government)

4 by an employee properly classified as a temporary or

5 intermittent employee, if such service is not covered by a

6 retirement system established by a law of Guam; except

7 that (i) the provisions of this subparagraph shah not be

8 applicable to services performed in a hospital or penal

9 institution by a patient or inmate thereof, and (ii) for

10 purposes of this subparagraph, clauses (i) and (ii) of

11 subparagraph (B) shall apply;".

12 (c) The amendments made by this section shall apply

13 with respect to service performed after December 31, 1970.

14 CHILD BENEFITS IN CASE OF A CHILD ENTITLED TO SUCH

15 BENEFITS ON MORE THAN ONE WAGE RECORD

16 SEC. 124. (a) Section 202(k) (2) (A) of the Social

17 Security Act is amended to read as follows:

18 "(2) (A) Any child who under the preceding provi-

19 sions of this section is entitled for any month to child's in-

20 surance benefits on the wages and self-employment income

21 of more than one insured individual shall, notwithstanding

22 such provisions, be entitled to only one of such child's in-

23 surance benefits for such month. Such child insurance benefits
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1 for such month shall be based on the wages and self-employ-

2 ment of—

3 "(i) the insured individual who has the greatest

4 primary insurance amount, or

5 "(ii) an insured individual not included under

6 clause (i), but only if (I) it results in larger child's in-

7 surance benefits (after the application of section 203

8 (a) but without regard to any deductions under sections

9 203 and 222(b)) for such month and (II) would not

10 result in smaller benefits (after the application of section

11 203 (a) but without regard to any deductions under see-

12 tions 203 and 222(b) for such month for any other

13 person entitled to benefits based on the wages and self-

14 employment income of the insured individual referred

15 to in this clause.

16 Where there is more than one insured individual with re-

17 spect to whom the provisions of clause (ii) are applicable

18 for such month, snch child's insurance benefits for such month

19 shall be based on the wages and self-employment income of

20 the insured individual which results in the highest child's

21 insurance benefits."

22 (b) The amendments made by the preceding subsection

23 shall apply with respect to monthly benefits under title II

24 of such Act for months after December 1970.



1 RECOMPUTATION OF T3ENEF1TS BASED ON COMBINED

2 RAILROAD AND SOCIAL SECURiTY EARNINGS

3 SEC. 125. (a) Subsection (f) of section 215 of the

4 Social Security Act is amended by—

5 (1) striking out subparagraph (B) of paragrapl

6 (2) and inserting in lieu thereof the following:

7 "(B) in the case of an individual who died in suck

8 year, for monthly benefits beginning with benefits for

9 the month in which he died."; and

10 (2) adding at the end the foiiou'ing new paragrdpli:

11 "(6) Upon 'the death after 1967 of an individual en-

12 Litled to benefits under section 202 (a) or section 223, if

13 any person is 'entitled to monthly benefits or a lump-sum

14 death payment, Qfl the wages and self-employment income

15 of such individual, the Secretary shall recompute the de-

16 cedent's primary insurance amount, but only if the decedent

17 during his lifetime was paid compensation which was treated

18 under section 205(o) as remuneration for employment."

19 (b) Subsection (d) of section 215 of such Act is amended

20 by striking out the period at the end of paragraph (2) and

21 inserting in lieu thereof "or (6).".

22 UNDERPAYMENTS

23 SEC. 126. Section 204(d) (7) of the Social Security Act

24 is amended by striking out ", if any" and inserting in lieu

H.R. 17550 4



1 thereof "or, tf ncne Ic Ike person or persons, if any, wh

2 are determined by the Secretary, in accordance with regula--

3 tions, to be related to the deceased individual by blood, mar-

4 riage, or adoption and to be the appropriate person or persons

5 to receive payment on behalf of the estate".

6 REDUCTION FRail 6 TO 4 MONThS OF WAiTING PERIOD

FOR DISABILITY BENEFITS

8 SEC. 127. (a) Seition 228(c) (2) of the Sacial Securitt,,

9 Act is amended—

10 (1) by striking out "six" and inserting in lieu

11 thereof "four", and

(2) by striking ..out "eighteenth" each place it ap-

1. pears and inserting in lieu thereof "sixteenth".

14 (b) Section 202(e) (6) of such Act is amended—

15 (1) by striking out "six" and inserting in lieu there-

16 of "four",

17 (2) by striking out "eighteenth" and inserting in

18 lieu thereof "sixteenth", and

19 (3) by striking out "sixth" and inserting in lieu

20 thereof "fourth".

21 (c) Section 202(f) (7) of such Act is amended—

22 (1) by striking out "six" and inserting in lieu

thereof "four",

(2) by striking out "eighteenth" and inserting in

lieu thereof "sixteenth", and
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1 (3) by striking out "sixth" and inserting in lieu

2 thereof "fourth".

3 (d) Section 216(i) (2) (A) of such Act is amended

4 by striking out "6" and inserting in lieu thereof "four".

5 (e) The amendments made by this section shall be

6 effective with respect to applications for disability insurance

7 benefits under section 223 of the Social Security Act, appli-

8 cations for widow's and widower's insurance benefits based on

9 disability, and applications for disability determinations Un-

10 der section 216(i) of such Act, filed—

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

12 enacted, or

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

14 if—

15 (A) notice of the final decision of the Sec-

16 retary of Health, Education, and Welfare has not

17 been given to the applicant before such month; or

18 (B) the notice referred to in subparagraph

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

20 civil action with respect to such final decision is

21 commenced under section 205 (g) of the Social

22 Security Act (whether before, in, or after such
23 month) and the decision in such civil action has

24 not become final before such month;

25 except that no monthly benefits under title II of the
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1 Social Security Act shall be payable or increased by

2 reason of the amendments made by this section for

3 any month before January 1971.

4 REFUND OF SOCIAL SECURITY TAX TO MEMBERS OF CERTAIN

5 RELIGIOUS GROUPS OPPOSED TO INSURANCE

6 SEC. 128. (a) (1) Section 6413 of the Internal Revenue

7 Code of 1954 (relating to special rules applicable to certain

8 employment taxes) is amended by adding at the end thereof

9 the following new subsection:

10 "(e) SPECIAL REFUNDS OF SOCIAL SECURITY TAX

11 TO MEMBERS OF CERTAIN RELIGIOUS FAITHS.—

12 "(1) IN GENERAL.—Afl employee who receives

13 wages with respect to which the tax imposed by section

14 3101 is deducted during a calendar year for which an

15 authorization granted under this subsection applies shall

16 be entitled (subject to the provisions of section 31(b))

17 to a credit or refund of the amount of tax so deducted.

18 "(2) AUTHORIZATION FOR CREDIT OR REFUND.—

19 Any individual may file an application (in such form

20 and manner, and with such official, as may be prescribed

21 by regulations under this subsection) for an authoriza-

22 tion for credit or refund of the tax imposed by section

23 3101 if he is a member of a recognized religious sect or

24 division thereof described in section 1402(h) (1) and is

25 an adherent of established tenets or teachings described
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in such section of such sect or division. Such authoriza-

2 tion may be granted only if—

3 "('A) the application contains or is accom..-

4 panied by evidence described in section 1402(h)

5 ti) (A) and a waiver described in section 1402

6 (h)(1)(B), and

7 "(B) the Secretary of Health, Education, and

8 Welfare makes the findings described in section

9 1402(h) (1) (0), (D), and (E).

10 An authorization may not be granted to any individual if

11. any benefit or other payment referred to in section 140Z

12 (h) (1) (B) became payable (or, bu for section 203 or

13 222 (b) of the Social Security Act, would have become

14 payable) at or before the time of filing of such waiver..

15 "(3) EFFECTIVE PERIOD OF AUTHORIZATION.-—

16 An authorization granted to any individual under this

17 subsection shall apply with respect to wages paid to such

18 individual during the period—

19 "(A) commencing with the first day of the first

20 calendar year after 1970 throughout which such

21 individual meets the requirements specified in para-

22 graph (2) and in which such individual files ap-

23 plication for such authorization (except that if such

24 application is filed on or before the date prescribed

25 by law, including any eztension thereof, for filing
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I an incwne ta return for such individual's taxable

2 year, such application may &e treated as having been

filed in the calemdar year in which such taxable year

4 begins), and

5 "(B) ending with the first day of the calendar

6 year in which (i) such individual ceases to meet

7 the requirements of the first sentence of paragraph

8 (2), or (ii) the sect or divisi,n thereof of which such

9 individual is a member' is found by the Secretary of

10 Health, Education, and Welfare to have ceased to

11 meet the requirements of subparagraph (B)' of para-

12 graph (2).

13 "(4) APPLICATION BY FIDUCIARIES OR SURVZ-

14 VORS.—If an individual who has received wages with re-

15 spect to which the tax imposed by section 3101 has been

16 deducted during a calendar year dies without having

17 filed an application under paragraph (2), an applica-

18 tion may be filed with respect to such individual by a

19 fiduciary acting for such individual's estate or by such

20 individual's survivor (within the meaning of section 205

21 (c) (1) (C) of the Social Security Act)."

22 (2) Section 31(b) (1) of such Code (relating to credit

23 for special refunds of social security tax) is amended by

24 striking out "section 6413(c)" and inserting in lieu thereof

25 "section 6413 (c) or (e)".
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(b) (1) Sections 201(g) (2) and 1817(f)(1) of the

2 Social Security Act are each amended by striking out "section

3 6413(c)" id inserting in lieu thereof "sections 6413 (c)

4 and (e)".

5 (2) SectiOñ 2O2 (v) of the Soiai Security Act is

6 amended—

7 (1) by inserthig' "(1 )" after "(v)"; azd

8 (2) by adding at the end thereofdie following new

9 paragraph:

10 "(2) Notwithstanding any other provisions of this title,

11 in the case of any individual who files a waiver pursuant to

12 section 6413(e) of the Internal Revenue Code of 1954 and

13 is granted an authorization for credit or refund thereunder,

14 no benefits or other payments shall be payable under this title

15 to him, no payments shall be made on his behalf under part

16 A of title XVIII, and no benefits or other payments under

17 this title shall be payable on the basis of his wages and self-

18 employment income to any other person, after the filing of

19 such waiver; except that, if thereafter such individual's au

20 thorizãtion u1de? such section 6413(e) ceases to be effective,

21 such waiver shall cease to be applicable in the case of benefits

22 and other payments under this title and part A of title XVIII

23
to the extent based on his wages beginning with the first day

24 of the calendar year for which such authorization ceases to

25 apply and on his self-employment income for and after his
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taxable year which begins in or with the beginning of suóh

2
calendar year."

3 BENEFITS FOR REMARRIED WIDOWS AND WIDOWERS

SEC. 129. (a) Section 202(e) (4) of the Social Security

Act is amended to read as follows:

6 "(4) If a widow, after attaining the age of 60, marries

an individual (other than one described in subparagraph

8 (A) or (B) of paragraph (3)), such marriage shall, for

9 purposes of paragraph (1), be deemed not to have occurred.

10 The amount of such widow's benefit shall be determined under

paragraph (2) except that, notwithstanding the provi8ions of

12 such paragraph (2) and subsection (q), the amount of

13 such benefit shall be equal to one-half of the primary insur-

14 ance amount of the deceased person on whose wages and

15 self-employment income such benefit is based—

16 "(A) if such individual at the time of such mar-

17 riage, or at any time thereafter, is entitled (or, with

18 respect to clause (i) or (iii) of this subparagraph, upon

19 filing proper application would be entitled) to—

20 "(i) benefits under subsection (a) (deeming

21 for such purposes, if he has not attained age 6.2, that

22 he has attained such age in the month in which such.

23 marriage occurs),

24 "(ii) benefits under section 223, or

25 "(iii) any periodic benefits under a govern-

26 mental pension system (as defined in section 228(h)
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1 (2) and (3)) (deeming for such purposes, if he has

2 not attained the required eligibility aye, that he has

3 attaine(l such age in the month iii which such mar—

4 riage occurs),

5 for the month in which such mrriage occurs and each

6 month thereafter prior to the month in which such mdi-

7 vidual dies or such marriage is otherwise terminated, and

8 "(B) if such individual is not an individual re-

9 ferred to in sub paragraph (A) of this paragraph, for

10 the first month for which he becomes entitled to any of the

11 benefits referred to in such subparagraph (A) and each

12 month thereafter prior to the month in which such mdi-

13 vidual dies or such marriage is otherwise terminated."

14 (b) Section 202 (f) (5) of such Act is amended to read'

15 as follows:

16 "(5) If a widower, after attaining the age of 60r

17 marries an individual (other than one described in sub para.-

18 graph (A) or (B) of paragraph (4)), such marriage shaU,.

19 for purposes of paragraph (1), be deemed not to have

20 occurred. The amount of such widower's benefit shall be

21 determined under paragraph (3); except that, notwithstand-

22 ing the provisions of such paragraph (3) and subsection (q)

23 the amount of such benefit shall be equal to one-half of the

24 primary insurance amount of the deceased person on whose

25 wages and self-employment income such benefit is based—
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"(A) if such individual at the time of such marriage

2 is entitled (or, with respect to clause (i) or (iii) of this

3 subparagraph, upon filing proper application would be

4 entitled) to—

5 "(i) benefits under subsection (a) (deeming for

6 such purposes, if she has not attained age 62, that she

7 has attained such age in the month in which such

8 marriage occurs),

9 "(ii) benefits under section 223, or

10 "(iii) any periodic benefits under a govern-

11 mental pension system (as defined in section 228

12 (h) (2) and (3)) (deeming for such purposes, if

13 she has not attained the required eligibility age, that

14 she has attained such age in the month in which such

15 marriage occurs),

16 for the month in which such marriage occurs and each

17 month thereafter prior to the month in which such mdi-

18 vidual dies or such marriage is otherwise terminated, and

19 "(B) if such individual is not an individual

20 referred to in subparagraph (A) of this paragraph, for

21 the first month for which she becomes entitled to any of the

22 benefits referred to in such subparagraph (A) and each

23 month thereafter prior to the month in which such mdi-

24 vidual dies or such marriage is otherwise terminated."

25 (c) The amendments made by this section shall apply
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T with respect to monthly benefits under title II of the Sociat

2 Security Act for months after December 1.2?0, but only on

3 the basis of applicatiofls filed after t1e dzte of eiiactmen't

4 of this Act.

5 PAYMENT IN CETAI CASES OF DISABiLITY IISUR4NC

6 BENEFITS WITH IESPECT TO PERIODS OF DISABILITY

7 WHICH ENDED PRIOR TO 1968

8 SEC. 130. (a) If' an individual would (upon the timel/

9 filing of an application for a disability' determination under

10 section 216(i) of th Social Security Act and of an appli..

11 cation for disability insurance benefits under section 22

12 of such Act) have been entitled to disability insurance bene—

13 fits under such section 223 for a period which began after'

14 1959 and ended prior to 1964, such individual shall, upon

15 filing application for disability insurance benefits under such

16 section 223 with respect to such period not later than 6'

17 months after the date of enactment of this section, be entitled,

18 notwithstanding any other provision of title II of the Social

19 Security Act, to receive in a lump-sum, as disability insur-

20 ance benefits payable ttnder section 223, an amount equal

21 to the total amounts of disability insurdnce benefits which

22 would have been payable to him for such period if he had

23 timely filed such an application for a disability determination

24 and such an application for disability insurctnce biie fits with

respect to such period; but only if—'
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1 (1) prior to the date of enactment of this section and

2 after the date of enactment of the Social Security Amend-

3 ments of 1967, such period was determined (under section

4 216(i) of the Socidi Security Act) to be a period of dis-

5 ability as to such individual; and

6 (2) the application giving rise to the determination

'7 (under such section 216(i)) that such period is a period

8 of disability as to such individual would not have been

9 accepted as an application for such a determination ex-

10 cept for the provisions of section 216(i) (2) (F).

11 (b) No payment shall be made to any inçlividual by

12 reason of the provisions of subsection (a) except upon the

13 basis of an application filed after the date of enactment of

14 this section.

15 AUTOMATIC ADJUSTMENT IN BENEFITS, WAGE BASE, TAX

16 RATES, AND EARNINGS TEST

17 SEC. 131. (a) (1) Section 215 of the Social Security

18 Act is amended by adding at the end thereof the following

19 new subsection:

20 "Cost-of-Living Increases in Benefits

21 "(i) (1) For purposes of this subsection---

22 "(A) the term 'base quarter' means the period of 3

23 con.ecutive calendar months ending on June 30, 1971,

and the period of 3 consecutive calendar months ending

25 on June 30 of each year thereafter.
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r "('B) the term 'cost-of-living computation quarter'

2 means any base quarter (beginning no earlier than

3 April 1, 1972) in' which the Consumer Price Indez

4 prepared by the Department of Labor exceeds, by not

less than 3 per centum, such index in the latest of (i)

J.anuary 1971, or (ii) the base quarter which was most

I recently a cost-of -living computation quarter, or (iii) the

8 most recent calendar month (after January 31, 1971)

9 in which a general increase (other than an increase under

10 this subsection) in the primary insurance amounts of

11 all individuals entitled to benefits under this title became

12 effective based upon an Act of Congress; and

13 "(C) the Consumer Price Index for a base quarter

14 shall be the monthly average of such index in such

15 quarter.

16 "(2) (A) If the Secretary determines that a base quarter

17 in a calendar year is also a cost-of-living computation quarterr

18 he shall, effective for January of the next calendar year, in-

19 crease the benefit amount of each individual who for such

20 month is entitled to benefits under section 227 or 228, and the

21 primary insurance amount of each other individual as sped-

22 fled in subparagraph (B) of this paragraph, by an amount

23 derived by multi plying such amount (including each such

individual's primary insurance amount or benefit amount

25 under section 227 or 228 as previously increased under thi3
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I subparagraph) by tile some percentage (rounded to the next

2 higher one-tenth. of 1 percent if such percenkLge is an odd

3 multiple of .O of 1 percent and' to t1z nearest one-tenth of

4 1 percent in any other case) as the percentage by which the

5 Consumer Price Index for such cost-of-living conputatiom

6 quarter exceeds sudi Index for the base quarter determined

' after the apptication of pa'agraph (1) (B).

8 "(B) The irtcrease pwvicled by subparagraph' ("A) with

9 respect to a particular cos-o f-living corn put atiOn quarter

10 shall apply in the case of monthly benefits u'ndér this title for

months after December of the calendar year in which occurred

12 such cost-of-living computation quarter, based on the wages

and self-employment income of an individual who bcame

14 entitled to monthly benefits under section 202, 223, 227, or

15 228 (without regard to section 202(j) (1) or section 223(b)),.

16 or who died, in or bef one December of such calendar year

17 "(C) Notwithstanding the provisions of subparagraphs

18 (A) and (B), the increase provided by subparagraph (A)

19 with respect to a particular cost-of-living computation quarter

20 shall not be effective as provided' in such subparagraph (A)

21 if in the calendar year in which such cost-of-living corn puta-

22 tion quarter occurs a law has been enacted which pro.-.

23 vides for (i) a general increase in the primary insurance

24 amounts of all individuals entitled to benefits under this title,

25 or (ii) a change in the rate of tax on wages and self-emplQJ1.
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ment income under the Internal Revenue Code of 1954 for

2 old-age, survivors, and disability insurance, or (iii) an in-

crea.se in the amount of earnings of individuals that may be

counted for benefits under this title and that may be taxed

under the Internal Revenue Code of 1954 for old-age, sur-

6 vivors, and disability insurance.

"(D) Except as may be provided in subparagraph (C).

8 if the Secretary determines that a base quarter in a calendar

9 year is also a cost-of-living computation quarter, he shall pub-

10 lish in the Federal Register on or before August 15 of such.

calendar year a determination that a benefit increase is re-

12 sultan tly required and the percentage thereof. He shall also

13 publish in the Federal Register at that time (along with the

14 increased benefit amounts which shall be deemed to be the

15 amounts appearing in sections 227 and 228) a revision of

16 the table of benefits contained in subsection (a) of this section

17 (as it may have been revised previously pursuant to this

18 paragraph), and such revised table shóll be deemed to be the

19 table appearing in such subsection (a). Such revision shall be

20 determined as follows:

21 "(i) The headings of the table shall be the same as the

22 headings in the table immediately prior to its revision, except

23 that the parenthetical phrase at the beginning of column II

24 shall show the effective date of the primary insurance amounts
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1 set forth in column TV of the table immediately prior to its

2 revision.

:3 "(ii) The amounts on each line of column, I, and th

4 amounts on each line of column III, except as otherwise pro-

5 vided by clause (v) of this subparagraph, shall be the same

6 as the amounts appearing in such column in the table immedi-

7 ately prior to its revision.

8 "(iii) The amount on each line of column II shall be

9 changed to the amount shown on the corresponding line of col-

10 umn IV of the table immediately prior to its revision.

11 "(iv) The amount of each line of columns IV and V

12 shall be increased from the amount shown in the table im-

13 mediately prior to its revision by increasing such amount by

14 the percentage specified in subparagraph (A) of paragraph

15 (2), raising each such increased amount, if not a multiple of

16 $0.10, to the next higher multiple of $0.10.

17 "(v) Columns III, IV, and V shall be extended. The

18 amount in each additional line of column III shall be deter-

19 mined so that the second figure in the last line of column III

20 is one-twelfth of the contribution and benefit base for the cal-

21 endar year following the calendar year in whiih the table of

22 benefits is revised, and the amounts on each additional line of

23 column III shall be the amount on the preceding line increa.ed

24 by $5. The amount on each additional line of column IV shall

25 be the amount on the preceding line increased by $1.00, until
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1 the amount on the last line of such column is equal to the last'

2 line of such column as determined under clause (iv) plus 20

3 percent of one-twelfth of the excess of the contribution and

4 benefit base for the calendar year following the calendar year

5 in which the table of benefits is revised over such base for

6 the calendar year in which the table of benefits is revised. The

7 amount in each additional line of column V shall be 175

8 percent of the amownts appearing on the same line in column:

9 IV. Any such increased amount that is not a multiple of $0.10

10 shall be increased to the next higher multiple of $0.10."

11 (2) Section 203(a) of such Act (as amended by sec-

12 tion 101 (b) of this Act) is further amended—

13 (A) by striking out the period at the end of para-

14 graph (3) and inserting in lieu thereof ", or", and in-

15 serting after paragraph (3) the following new para-'

16 graph:

17 "(4) when two or more persons are entitled (with-

18 out the application of section 202 (j) (1) and section 223

19 (b)) to monthly benefits under section 202 or 223 for

20 December of the calendar year in which occurs a cost-of-

21 living computation quarter (as defined in section 215(i)

22 (1)) on the basis of the wages and self-employment in-

23 come of such insured individual, such total of benefits

24 for months following such December shall be reduced to

25 not less than the amount equal to the sum of the amounts
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1 derived by increasing the benefit amount determined

2 under this title (including this subsection, but without the

3 application of sectixn 222(b), section 2.02(q), and sub-

4 sections (b), (c), and (d) of this section) as in effect for

5 such December for each such person by the same percent-

6 age as the percentage by which such individual's primary

7 insurance amount (including such amount as previously

8 increased) is increased under section 215(i) (2) for

9 such month immediately following, and raising each such

10 increased amount (if not a multiple of $0.10) to the

11 next higher multiple of $0.10."; and

12 (B) by striking out "the table in section 215(a)" in

13 the matter preceding paragraph (1) and inserting in

14 lieu thereof "the table in (or deemed to be in) section

15 215(a)".

16 (3) (A) Section 215(a) of such Act is amended by

17 striking out the matter which precedes the table and insert-

18 ing in lieu thereof the following:

19 "(a) The primary insurance amount of an insured

20 individual shall be the amount in column IV of the follow-

21 ing table, or, if larger, the amount in column IV of the

22 latest table deemed to be such table under subsection (i)

23 (2) (D), determined as follows:

24 "(1) Subject to the conditions specified in subsections

25 (b), (c), and (d) of this section and except as provided
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i in paragraph (2) of this subsection, such primary

2 insurance amount shall be whichever of the following

3 amounts is the largest:

4 "(i) The amount in column IV on the line on

5 which in column III of such table appears his aver-

6 age monthly wage (as determined under subsection

(b));

8 "(ii) The amount in column IV on the line on

9 which in column II of such table appears his pri-

10 mary insurance amount (as determined under sub-

11 section (c)); or

12 "(iii) The amount in column IV on the line on

13 which in column I of such table appears his primary

14 insurance benefit (as determined under subsection

15 (d)).

16 "(2) In the case of an individual who was entitled

17 to a disability insurance benefit for the month before the

18 month in which he died, became entitled to old-age insur-

19 ance benefits, or attained age 65, such primary insurance

20 amount shall be the amount in column IV which is equal

21 to the primary insurance amount upon which such disa-

22 hility insurance benefit is based, except that, if such

23 individval was entitled to a disability insurance benefit

24 under section 223 for the month before the effective

25 month of a new table and in the following month became
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1 entitled to an old-age insurance benefit, or he died in

2 such following month, then his primary insurance amount

3 for such following month shall be the amount in column

4 IV of the new table on the line on which in column II of

such table appears his primary insurance amount for

6 the month before the effective month of the table (as

7 determined under subsection (c)) instead of the amount

8 in column IV equal to the primary insurance amount

9 on which his disability insurance benefit is based."

10 (B) Effective January 1, 1973, section 215(b) (4) of

ii such Act (as amended by section 101 (c) of this Act) is

12 amended to read as follow.:

13 "(4) The provisions of this subsection shall be applicable

14 only in the case of an individual—

15 "(A) who becomes entitled in or after the effective

16 month of a new table that appears in (or is deemed by

17 subsection (i) (2) (D) to appear in) subsection (a) to

18 benefits under section 202(a) or section 223; or

19 "(B) who dies in or after such effective month with-

20 out being entitled to benefits under section 202(a) or

21 section 223; or

22 "(C) whose primary insurance amount is required

23 to be recomputed under subsection (f) (2) or (6)."

24 (C) Effective January 1, 1973, section 215(c) of such

25 Act (as amended by section 101 (d) of this Act) is amended

26 to read as follows:
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1 "Primary Insurance Amount Under Prior Provisions

2 "(c) (1) For the purposes of column II of the table

3 that appears in (or is deemed to appear in) subsection (a)

4 of this section, an individual's primary insurance amount

5 shall be computed on the basis of the law in effect prior to the

6 effective month of the latest such table.

7 "(2) The provisions of this subsection shall be applicable

8 only in the case of an individual who became entitled to bene-

9 fits under section 202(a) or section 223, or who died, before

10 such effective month."

ii (D) Section 215(f) (2) of such Act is amended by

12 striking out "(a) (1) and (3)" and inserting in lieu thereof

13 "(a) (1) (i) and (ii)".

14 (4) Sections 227 and 228 of such Act (as amended by

15 sections 102 and 104 of this Act) are amended by striking

16 out "$48.30" wherever it appears and inserting in lieu

17 thereof "the larger of $48.30 or the amount most recently

18 established in lieu thereof under section 215(i)", and by

19 striking out "$24.20" wherever it appears and inserting in

20 lieu thereof "the larger of $24.20 or the amount most re-

21 cently established in lieu thereof under section 215(i)".

22 (b) (1) Title II of the Social Security Act is amended

23 by adding at the end thereof the following new section:

24 "ADJUSTMENT OF THE TAX AND BENEFIT BASE

25 "SEc. 230. (a) If the Secretary determines pursuant
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I to su5secton (iJ' 'of 'seetion 215 that an increase in beneflt6

2 provided by subpa'riigraph (A) of such subsection applie&

3 in the case of monthly benefits under sections 202 and 223

4 for months of a' calendar year immediately following a cost-

5 of-living computation quarter he shall also estimate the ion g-

6 range additional level-cost (without regard to any estimated

7 actuarial surplus which may exist at such time) of such

8 benefits. He shall also determine the increase that is necessary

9 in (1) the amount of earnings that may be taxed under the

10 Internal Revenue Code of 1954 for old-age, survivors, and

11 disability insurance and (2) the rate of tax specified in sec-

12 tions 1401 (a), 3101 (a), and 3111 (a) of the Internal Reve-

13 nue Code of 1954, to meet the total of such level cost and the

14 cost (not previously taken into account under this subsection)

15 of increasing the exempt amount pursuant to section 203 (f)
16 (8) for years prior to the year in which such increase in

17 benefits becomes effective where one-half (or approximately

18 one-half) of such total is to be met by the increase specified iii.

19 clause (1) and the remainder is to be met by the increase
20 specified in clause (2).

21 "(b) The contribution and benefit base for the calendar
22 year referred to in subsection (a) and all succeeding calen-
23 dar years, prior to the first calendar year thereafter in which

24 n increase in benefits authQrized by subsection (i) of section

25 215 becomes effective, shall be the sum of the amount of
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1 earnings of individuals that may be counted for benefits under

2 this title and that may be taxed under the Internal Revenue

3 Code of 1954 for old-age, survivors, and disability insurance

4 with respect to the calendar year immediately preceding the

5 calendar year referred to in subsection (a) and the increase

6 referred to in subsection (a), with such sum, if not a multi-

7 pie of $300, being rounded to the nearest multiple of $300;

8 except that—

9 "(1) if prior to such first calendar year a law is

10 enacted which provides that for any calendar year a

11 different amount of earnings may be so counted and may

12 be so taxed, such different amount shall be the conribu-

13 tion and benefit base for the calendar years specified in

14 such law but only until the first calendar year thereafter

15 in which an increase in benefits is authorized by subsec-

16 tion (i) of section 215; and

17 "(2) the contribution and benefit base for any year

18 after 1972 and prior to the first calendar year in which

19 the first increase in benefits pursuant to section 215(i)

20 becomes effective shall be $9,000 or (if applicable) such

21 other amount as may be specified in a law enacted subse-

22 quent to the Social Security Amendments of 1970.

23 "(c) The Secretary shall allocate the increase specified

24 in clause (2) of subsection (a) of this section among the
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I rates of tax specified irii sections 1401 (a), 3101 (a) and 3111

2 (a) of the Internal Bevenjue Codeof 1954 so that—

3 "(A) the rate of tax under section 3101 (a) of such

4 Code with respect to, wages (as defined in section 3121

5 (a) of such Code) received during a calendar year is

6 equal to the rate of 'tax under section 3111 (a) of such

7 Code with respect to wages (.as defined in section 3121

8 (a) of such Code) received during such calendar year;

9 "(B) the rate of tax under section 1401 (a) of

10 such Code with respect to self-employment income (as

11 defined in sectiom 1402(b) of such Code) for any taxable

12 year beginning during a period specified in such section

13 1401 (a) shall' be equal to 150 percent of the rate of tax

14 under section 3101 (a) of such Code with respect to

15 wages (as defined in section 3121 (a) of such Code) re-

16 ceived during any calendar year occurring in such

17 period.

18 After such allocation, the Secretary shall round any such

19 tax rate, increased by reason of such allocation, to the near-

20 est one-tenth of 1 percent.

21 "(d) At the time the Secretary publishes in the Federal

22 Register the table required by section 215(i) (1) (D), he

23 shall also publish in such Register—

24 "(1) the actuarial assumptions and metliodoloyp
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r used in estinating the additional bug-range leel-cost- re-

2 ferred to in subsection ((a), and

3 "(2) the contribution and benefit base resulting pur-

4 suant to subsection (b) and

"(3) the amount of the increase in tax rates required

6 pursuant to such subsection (a) and the allocation of

7 such increase determined under subsection (b) (includ—

8 ing any rounding authorized by such subsection)."

9 (c) Section 203(f) of such Act is amended by adding'

° at' the end thereof the following new paragraph:

II "(8) (A) On or before November 1 of 1972 and'

12 of each even-numbered year thereafter, the Secretary'

13 shall determine and publish in the Federal Register the

14 exempt amount as defined in subparagraph '(B) for

15 each month in any individual s first two taxable years.

16 which end with the cl'ose of or after the calendar year

17 following the year in which such determination is made.

18 "(B) The exempt amount for each month of a par-

19 tic alar taxable year shall be w'hichever of the following is

20 the larger:

21 "(i) the product of $1T66.66* and the ratio of

22 (1) the average taxable wages of all persons for

23 whom taxable wages were reported to the Secretary

24 for the first calendar quarter of the calendar year
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1 in which a' determination' under subparagraph (A/

2 is made for each such nwnti of such particular tax-

able year to (II) the average of the taxable wages

4 of all persons for whom wages were reported to the

Secretary for tile first catenclar quarter of 1971,

6 with such product, if not' a multiple of 91O, being

rounded to the next higher multiple of 10 where'

such product is an odd multiple of 5 and to the

9 nearest multiple of çio in any other case, or

10 "(ii) the exempt amount for each month in the

fl taxable year preceding such particular taxable

12 year."

13 CHILD'S INSURANCE BENEFITS NOT TO BE TERMINATED

.14 BY REASON OF ADOPTION OF CHILD BY STEPGRAND-

.15 PARENT

.16' SEC. 132. (a) Section 202(d) (1) (D) of the Social

17 Security Act is amended by inserting "step grandparent," im-.

18 mediately after "grandparent,".

19 (b) Any child—

20 (1) whose entitlement to child's insurance benefits

21 under section 202(d) of the Social Security Act was ter-

22 minated by reason of his adoption, prior to the date of

23 enactment of this Act, by reason of his adoption by his

24 stepgrandparent; and
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() who, except for such adoption, would be entitled

to cbild' in.surince benefits under such section for a

month after December 1970,

may, upon filing application for child's insurance benefits

under the Social Security Act after the date of enactment of

this Act, become reentitled to such benefits; except that no

child shall, by reason of the enactment of this section, becom&

reentitled to such benefits for any month prior to the month

of January 1971.

TERIINATION OF COTTERAGE OF REGISTRARS OF VOTERS

iN LOUISIANA

SEC. 133. (a) Notwithstanding the proviswns of section.

218(g) (1) of the Social Security Act, the Secretary may,.

under such conditions as he deems appropriate, permit the

State of Louisiana to modify its agreement entered into under

section. 218 of such Act so as to terminate the coverage of all

employees who are in positions under the Registrars of Voters

Employees' Retirement System, effective December 31, 1972,

but only if such State files with him notice of termination on

or before December 31, 1971.

(b) If the coverage of such employees in positions under

such retirement system is terminated pursuant to subsection

(a), coverage cannot later be extended to employees in posi-

tions under such retirement system.
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1 TITLE TI—PROVISIONS RELATING TO MEDI-

2 CARE, MEDICAID, AND MATERNAL AND

3 CHILD HEALTH

4 PART A—COVERAGE UNDER MEDICARE PROGRAM

5 PAYMENT UNDER MEDICARE PROGRAM TO INDIVIDUALS

6 COVERED BY FEDERAL EMPLOYEES HEALTH BENEFITS

7 PROGRAM

8 SEC. 201. Section 1862 of the Social Security Act is

9 amended by adding a.t the end thereof the following new sub-

10 section:

11 "(c) No payment may be made under this. title with

12 respect to any item 'or service furnished to or on behalf of

13 any individual on or after January 1, 1972, ii such item or

14 service is covered under a health benefits plan in which such

15 individual is enrolled under chapter 89 of title 5, United

16 States Code, unless prior to the date on which such item or

17 service is so furnished the Secretary shall have determined

18 and certified that the Federal employees health benefits pro-

19 gram under chapter 89 of such title 5 has been modified so as

20 to assure that—

21 "(1) there is available to each Federal employee

or annuitant upon or after attaining age 65, in addition

23 to the health benefits plans available before he attains

24 such age, one or more health benefits plans which offer

25 protection supplementing the combined protection pro-
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1 vided under parts A and B of this titJe and one or more

2 health benefits plans which offer protection supplement-

3 ing the protection provided under part B of this title

4 alone, and

5 "(2) the Government will make available to such

6 Federal employee or annuitant a contribution in an

7 amount at least equal to the contribution which the Gov-

8 emment makes toward the health insurance of any em-

9 ployee or annuitant enrolled for high option coverage

10 under the Government-wide plans established under

11 chapter 89 of such title 5, with such contribution being in

12 the form of (A) a contribution toward the supplemen-

13 tary protection referred to in paragraph (1), (B) a

14 payment to or on behalf of such employee or annuitant

15 to offset the cost to him of coverage under parts A and

16 B (or part B alone) of this title, or (C) a combination

17 of such contribution and such payment."

18 HOSPITAL INSUFANCE BENEFITS FOR UNINSuRED INDI-

19 VIDUALS NOT ELIGIBLE UNDER PRESENT TRANSITIONAL

20 PROVISION

21 SEc. 202. (a) Section 103 (a) of the Social Security

22 Amendments of 1965 is amended—

23 (1) by redesignating clauses (A) and (B) in pam-

24 graphs (2) and (4) as clauses (i) and (ii), respec-

25 tively, and by redesignating pa.ragraphs (1), (2), (3),
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1 (4), and (5) as subpara.graphs (A), (B), (C), (D),

2 and (E), respectively;

3 (2) by striking •out all that follows "Anyone

4 who—" and precedes subparagraph (B) (as redesig-

5 nated by paragraph (1) of this subsection) and insert-

6 ing in lieu, thereof the following:

7 "(1) (A) has attained the age of 65,";

8 (3) by adding "or" at the end of subparagraph

9 (E) (as so redesignated)

10 (4) by striking out "shall (subject to the limita-

11 tions in this section)" a.nd all that follows down through

12 the period at the end of the first sentence and inserting

13 in lieu thereof the following:

14 "(2) (A) meets the provisions of subparagraphs

15 (A), (C), and (D) of paragraph (1),

16 "(B) (i) does not meet the provisions of subpara-

17 graph (B) of paragraph (1), a+i4 or (ii) is not in-

18 eluded within the provisions of paragraph (1) of this

19 subsection by reason of the provisions of subsection (b)

20 (3) of this section, and

21 "(C) has enrolled (i) under section 1837 of the

22 Social Security Act and (ii) under subsection (d) of

23 this section,

24 shall (subject to the limitations in this section) be deemed,
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1 solely for purposes of section 226 of the Social Security Act,

2 to be entitled to monthly insurance benefits under such section

202 for each month, beginning—

4 "(i) in the case of an individual who meets the

5 provisions of para.graph (1), with the first month in

6 which he meets the requirements of such paragraph, or

7 "(ii) in the case of an individual who meets the

8 provisions of paragraph (2), with the day on which his

9 coverage period (as provided in subsection (d))

10 begins,

ii and ending with the month in which he dies, or, if earlier,

12 the month before the month in which he becomes (or upon

13 filing application for monthly insurance benefits under sec-

14 tion 202 of such Act would become) entitled to hospital

15 insurance benefits under section 226 or stthsection (a) (1)

16 of this section, or becomes certifiable as a qualified railroad

17 retirement beneficiary.";

18 (5) (A) by striking out "the preceding require-

19 ments of this subsection" in the second sentence and

20 inserting in lieu thereof "the requirements of paragraph

21 (1) of this subsection" and (B) by striking out "para-

22 graph (5) hereof" and inserting in lieu thereof "sub-

23 paragraph (E) of such paragraph"; and

24 (6) by striking out "paragraphs (1), (2), (3),
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and (4)" in the third sentence and inserting in lieu

2 thereof "subparagraphs (A), (B), (C), and (D) of

3 paragraph -1) ". (1)", and

4 (7) by adding at the end the following new sen-

5 tence: "For purposes of paragraph (1) of this sub-

6 section, an individual will be deemed to have met the

7 provisions of subparagraph (E) of such paragraph, if

8 he is alive on the last day of the month in which his

9 deemed entitlement by reason of paragraph (2) ends."

10 (b) Section 103 (b) of such Amendments is amended

ii (1) by inserting "(i)" after "individual" in the second

12 sentence, and (2) by adding before the period at the end

13 thereof the following: ", or (ii) (with respect to an enroll-

14 ment under subsection (d) (1)) for any month during his

15 coverage period (as provided in subsection (d) ) ".

16 (c) Section 103 (c) (1) of such Amendments is

17 amended by striking out "this section" and inserting in lieu

18 thereof "paragraph (1) of subsection (a.) of this section".

(d) Section 103 of such Amendments is further

20 amended by adding at the end thereof the following new

21 subsections:

22 "(d) (1) An individual who meets the conditions of

23 s.ubparagra.phs (A) and (B) of paragraph (2) of sub-

24 section (a) and has enrolled under section 1837 of the
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Social Security Act may enroll for the hospital insurance

2 benefits provided under subsection -fft- (a); except that an

3 individual who is eligible to enroll under this paragraph by

4 reason of subparagraph (B) (ii) of paragraph (2) of sub-

5 section (a) must so enroll within the period ending on Decem-

6 ber 31 of the year following (A) the year in which he first

7 meets the requireiments of subparagraphs (A) and (B) of

8 paragraph ('2) of subsection (a) or (B) (if later) the year

9 in which the Social Security Amendments of 1970 are en—

10 acted.

11 "(2) The provisions of sections 1837, 1838., 1839, and

12 1840 (relating to enrollments under part B of title XVIII

13 of the Social Security Act) shall be applicable to the enroll-

14 ment authorized by paragraph (1) in the same maimer, to

15 the same extent, and under the same conditions as such

16 sections are applicable to enrollments under such part B,.

17 except that for purposes of this subsection such sections

18 1837, 1838, 1839, and 1840 are modified as follows:

19 "(A) the term paragraphs (1) and (2) of sec-

20 tion 1836' shall be considered to read 'subparagraphs

21 (A) and (B) of paragraph (2) of section 103 (a) of
22 the Social Security Amendments of 1965';

23 "(B) the term 'March 1, 1966' shall be considered
24 to read 'March 34- 1-071 July 1, 1971';

H.R. 17550 —5
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1 " (C)' the teiim 'May 31, 1966' shall be considered

2 to read 'March 1971 September 30, 1971';

3 "(D) the term '199' shall be considered to rea!

4 '1972';

5 "(E) subsection (a)) (1) of such section 1838

6 shall be considered to read as follows:

7 "'(1) iii the case of an individual who enrolls for

8 benefits under subsection 4s3- (d) of section 103 of the

9 Social Security Amendments of 1965 pursuant to sub-

10 section (o) of section 1837 (as made applicable by

11 section 103 (d) (2) of such Amendments), January

12 July 1, 1971, or, if later, the first day of the month fol-

13 lowing the month in which he so enrolls; or';
14 "(F)- subscction -433- of neh section 1838 shall be

15 considered amcndcd by adding at the end thcrcof the
16 following new sentcncc: individual's enrollment
17 under subsection -(4)- of section 4Ø of the SeeitL4 Se-
18 curity Amendments of 1965 shall also terminate -(4)-
19 when he satisfies subparagraphs -(R)- and (E) of para
20

graph -(43- of subscction -(-a3- of such section, with such

21 1ermination taking cifect on the th'st day of the month
22 in which he satisfies such subparagraphs, or -(ii.)- when
23 his enrollment under section 1837 tcrminatcs with such



131

1 terminatie taking effect as provided i+i the second see—

2 tcncc ef this subeetion.';

3
"(F) the second sentence of subsection (b) of sec-

tion 1838 shall be considered to read as follows: 'The

5 termination of a coverage period under paragraph (1)

6 shall take effect on the last day of the month following the

7 calendar month in which the notice is filed or, if earlier,

8 the last day of the month in which his enrollment under

9 section 1837 terminates.';

10 "(G) subsection (a) of such section 1839 shall be

ii considered to read as follows:

12 "'(a) The monthly premium of each individual for

13 each month in his coverage period before July 1972 shall

14 be $27.';

15 "(H) the term '1967' when used in subsection

16 (b) (1) of such section 1839 shall be considered to read

17 'June 1972';

18 "(I) subsection (b) (2) of such section 1839 shall

19 be considered to read as follows:

20 "'(2) The Secreta.ry shall, during December of 1971

21 and of each year thereafter, determine and promulgate

22 the dollar amount (whether or not such dollar amount

23 was applicable for premiums for any prior month) which
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1 shall be applicable for premiums for months occurring

2 in the 12-month period commencing July 1 of the next

3 year. Such amount shall be equal to $27 multiplied by the

4 ratio of (1) the inpatient hospital deductible for such next

5 year, as promulgated under section 1813 (b) (2), to (2)

6 such deductible promulgated for 1971. Any amount deter-

7 mined under the preceding sentence which is not a multiple

8 of $1 shall be rounded to the nearest multiple of $1.'; and

9 "(J) the term 'Federal Supplementary Medical

10 Insurance Trust Fund' shall be considered to read 'Fed-

11 eral Hospital Insurance Trust Fund'.

12 "(e) Payment of the monthly premiums on behalf of

13 any individual who meets the conditions of subparagraphs

14 (A) and (B) of paragraph (2) of subsection (a) and

15 has enrolled for the hospital insurance benefits provided

16 under subsection (a) may be made by any public or private

17 agency or organization under a contract or other arrange-

18 ment entered into between it and the Secretary if the

19 Secretary determines tha.t payment of such premiums under

20 such contract or arrangement is administratively feasible."

21 (e) Section 226(b) of the Social Security Act is
22 amended by (1) striking out the period at the end of para-

23 graph (2) and inserting in lieu thereof "; and" and (2)
24 adding at the end thereof the following new paragraph:

25 "(3) an indidual shall be deemed entitled to
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1
monthly benefits under section 202 beginning with the

2 first month after the month in which his deemed entitle-

ment to such benefits by reason of section 103(a) (2) of

the Social Security Amendments of 1965 ends, if on the

5 first day of such first month he is alive and would be

6 entitled to such benefits for such month had he filed an

7 application in such month."

8 (f) Section 1837(e) of the Social Security Act is

9 amended by striking out the period and inserting in lieu

10 thereof the following: "; except that the enrollment period be-

11 ginning January 1, 1971, shall end on September 30, 1971,

12 in the case of any individual who has an enrollment period

13 for hospital insurance benefits under section 103(d) of the

14 Social Security Amendments of 1965 be ginning on the first

15 day of the second month following the month of enactment of

16 the Social Security Amendments of 1970 and ending on

17 September 30, 1971, and so enrolls in such period."

18 (g) Section 1837(b) of such Act (as amended by section

19 258 of this Act) is further amended by striking out the period

20 atid inserting in lieu thereof the following: "; except that any

21 enrollment of an individual shall not be counted if the cover-

22 age period resulting for such enrollment terminated before the

23 date on which such individual first enrolls for hospital insur-

24 ance benefits under section 103 (a) of the Social Security

25 Amendments of 1965."
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i INCLUSION OF CERTAIN SERVICES BY OPTOMETRISTS

2 UNDER SUPPLEMENTARY MEDICAL INSURANCE PROGRAM

3 SEC. 203. (a) Section 1861 (r) of the Social Security

Act is amended by (1) striking out "or (3)" and inserting

in lieu thereof "(3)", and (2) inserting before the period at

6 the end thereof the following: "or (4) a doctor of optometry,

who is legally authorized to practice optometry by the State

8 in which he performs such function, but only with respect

9 to establishing the necessity for prosthetic lenses".

10 (b) The amendment made by this section shall apply

ii. only with respect to services performed after the date of

12 enactment of this Act.

13 COVERAGE OF SUPPLIES RELATED TO COLOSTOMIES

14 SEC. 204. (a) Section 1861 (s) (8) of the Social Secu-

15 rity Act is amended by inserting after "organs" the follow-

16 ing: "(including colostomy bags and supplies directly related

17 to colostomy care)".

18 (b) The amendment made by this section shall apply on

19 and after the date of enactment of this Act.

20 INCLUSION OF CHIROPRACTOR'S SERVICES UNDER

21 MEDICARE

22 SEC. 205. (a) Section 1861 (r) of the Social Security

23 Act (as amended by section 203 of this Act) is further

24 amended by—
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1 (1) striking out "or (4)" and inserting in lica

2 thereof "(4)", and

3 (2) inserting before the period at the end thereof the

4 following ", or (5) a chiropractor who is licensed as such

5 by the State (or in a State which does not license chiro-

6 practors as such, is legally authorized to perform the

7 services of a chiropractor in the jurisdiction in which he

8 performs such services, and who meets uniform minimum

9 standards promulgated by the Secretary, but only for the

10 purpose of sections 1861 (s) (1) and 1861 (s) (2) (A)

11 and only with respect to treatment by means of manual

12 manipulation. of the spine which he is legally authorized

13 to perform by the State or jurisdiction in which such

14 treatment is provided".

15 (b) The amendments made by this section shall be

16 effective with respect to services furnished after June 30,

17 1971.

18 PART B—IMPROVEMENTS IN THE OPERATING EFFECTIVE.-

19 NESS OF THE MEDICARE, MEDICAID, AND MATERNAL

20 AND CHILD HEALTH PROGRAMS

21 LIMITATION ON FEDERAL PARTICIPATION FOR CAPITAL

22 EXPENDITURES

23 SEC. 221. (a) Title XI of the Social Security Act is

24 amended by adding at the end thereof the following new

25 section:
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1 "LIMITATION ON FEDERAL PARTICIPATION. FOR CAPITAL

2 EXPENDITURES

3 "SEC. 1122. (a) The purpose of this section is to as-

4 sure that Federal funds appropriated under titles V, XVIII,

5 and XIX are not used to support unnecessary capital cx-

6 penditures made by or on behalf of health care facilities or

7 health maintenance organizations which are reimbursed an-

8 der any of such titles and that, to the extent possible, reim-

9 bursement under such titles shall support planning activities

10 with respect to health services and facilities in the various

11 States.

12 "(b) The 'Secretary, after consultation with the Gover-

13 nor (or other chief executive officer) and with appropriate

14 local public officials, shall make an agreement with any

15 State which is able and willing to do so under which a desig-

16 nated planning agency (which shall be an agency described

17 in clause (ii) of subsection (d) (1) (B) that has a govern-

18 ing body or advisory body at least half of whose members

19 represent consumer interests) wifi—

20 "(1) make, and submit to the Secretary together

21 with such supporting materials as he may find neces-

22 sary, findings 'and recommendations with respect to capi-

23 tal expenditures proposed by or on behalf of a.ny health

24 care facility or health maintenance organization in such

25 State within the field of its responsibilities, od
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1 "(2) receive from other agencies described in

2 clause (ii) of subsection (d) (1) (B), and submit to the

3 Secretary together with such supporting material as he

4 may find necessary, the findings and recommendations of

5 such other agencies with respect to capital expenditures

6 proposed by or on behalf of health care facilities or

7 health maintenance organizations in such State within

8 the fields of their respective responsibilities, and

9 "(3) establish and maintain procedures pursuant to

10 which a person proposing any such capital expenditure

11 may appeal a recommendation by the designated agency

12 and will be granted an opportunity for a fair hearing by

13 such agency or person other than the designated agency as

14 th.e Governor (or other chief executive officer) may desig-

15 nate to hold such hearings,

16 whenever and to the extent that the findings of such desig-

17 nated agency or any such other agency indicate that any

18 such expenditure is not consistent with the standards, criteria,

19 or plans developed pursuant to the Public Health Service

20 Act (or the Mental Retardation Facilities and Community

21 Mental Health Centers Construction Act of 1963) to meet

22 the need for adequate health care facilities in the area covered

23 by the plan or plans so developed.

24 "(c) The Secretary shall pay any such State from the

25 Federal Hospital Insurance Trust Fund, in advance or by
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1 way of eimburs'ement a.s•may be provided in the agreement

2 with it (and may mk14e adjustments in such payments on

3 account of overpayments or underpayrnents previously

4 made), for the rea'onab1e cost of performing the functions

5 specified in subsection ('b).

6 "(d) (1) Except as provided in paragraph (2), if the'

7 Secretary determines that—

8 "(A) neither the planning agency designated in

9 the agreement described in subsection (b) nor an
10 agency described in clause (Ii) of subparagraph (B) of

11 this paragraph had been given notice of any proposes

12 capital expenditure (in accordance with sich procedure

13 or in such detail as may be required by such agency)

14 at least 60 days prior to sich expenditure; or

15 "(B) (i) the planning agency so designated or

16 an agency so described had received such timely notice

17 of the intention to make such capital expenditure and

T18 had, within a reasonable period after receiving suOh

notice and prior to such expenditure, notified the person

20 proposing such expenditure that the expenditure would

21 not be in conformity with the standards, criteria, or plans

22 developed by such agency or any other agency described

.23 in clause (ii) for adequate health care facilities in such

.24 State or in the area for which such other agency hs
25 responsibility, and
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1 "(ii) the planning agency so designated had, prior

2 to submitting to the Secretary the findings referred

3 to in subsection (b), (I) consulted with, and taken into

4 consideration the findings and recommendations of,

5 the State planning agencies established pursuant to

6 sections 314 (a) and 604 (a) of the Public Health Serv-

7 ice Act (to the extent that either such agency is not the

8 agency so designated) as well as the public or nonprofit

9 private agency or organization responsible for the corn-

10 prehensive regional, metropolitan area, or other local

11 area plan or plans referred to in section 314 (b) of the

12 Public Health Service Act and covering the area in

13 which the health care facility or health maintenance

14 organization proposing such capital expenditure is located

15 (where such agency is not the agency designated in the

16 agreement) or, if there is no such agency, such other

17 public or nonprofit private agency or organization (if

18 any) as performs, as determined in accordance with cii-

19 teria included in regulations, similar functionj functions,

20 and (II) granted to the person proposing such capital

21 expenditure an opportunity for a' fair hearing with

22 respect to such findings;

23 then, for such period as he finds necessary in any case to

24 effectuate the purpose of this section, he shall, in determining

25 the Federal payments to be made under titles V, XVIII,



140

1 and XIX with respect to services furnished in the health care

2 facility for which such capital expenditure is made, not in-

3 dude any amount which is attributable to depreciation, in-

4 terest on borrowed funds, a return on equity capital (in the

5 case of proprietary facilities), or other expenses related to

6 such capital expenditure. With respect to any organization

7 which is reimbursed on a per capita basis, in determining the

8 Federal payments to be made under titles V, XVIII, and

9 XIX, the Secretary shall exclude an amount which in his

10 judgment is a reasonable equivalent to the amount which

11 would otherwise be excluded under this subsection if pay-

12 ment were to be made on other than a per capita basis.

13 "(2) If the Secretary, after submitting the matters in-

14 volved to the advisory council established or designated

15 under subsection (i), determines that an exclusion of cx-

16 penses related to any capital expenditure of any health care

17 facility or health maintenance organization would not be

18 consistent with the effective organization and delivery of

19 health services or the effective administration of title V,

20 XVIII, or XIX, he shall not exclude such expenses pursuant

21 to paragraph (1).

22 "(e) Where a person obtains under lease or comparable

23 arrangement any facility or part thereof, or equipment for

24 a facility, which would have been subject to an exclusion

25 under subsection (d) if the person had acquired it by pur-
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1 chase, the Secretary shall (1) in computing such person's

2 rental expense in determining the Federal payments to be

3 made under titles V, XVIII, and XIX with respect to serv-

4 ices furnished in such facility, deduct the amount which in his

5 judgment is a reasonable equivalent of the amount that would

6 have been excluded if the person had acquired such facility

7 or such equipment by purchase, and (2) in computing such

8 person's return on equity capital deduct any amount deposited

9 under the terms of the lease or comparable arrangement.

10 "(f) Any person dissatisfied with a determination by the

11 Secretary under this section may within six months follow-

12 ing notification of such determination request the Secretary

13 to reconsider such determination. A determination by the

14 Secretary under this section shall not be subject to adminis-

15 trative or judicial review.

16 "(g) For the purposes of this section, a 'capital expendi-

17 ture' is an expenditure which, under generally accepted

18 accounting principles, is not properly chargeable as an ex-

19 pense of operation and maintenance and which (1) exceeds

20 $100,000, (2) changes the bed capacity of the facility with

21 respect to which such expenditure is made, or (3) sub-

22 stantiafly changes the services of the facility with respect to

23 which such expenditure is made. For purposes of clause

24 (1) of the preceding sentence, the cost of the studies, sur-

25 veys, designs, plans, working drawings, specifications, and
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1 other aotivities essential to the acquisition, improvement, ex-

2 pansion, or replacement of the plant and equipment with

3 respect to which such expenditure is made shall be included

4 in determining whether such expenditure exceeds $100,000.

5 "(h) The provisions of this section shall not apply to

6 Christian Science sanatoriums operated, or listed and certi-

7 fled, by the First Church of Christ, Scientist, Boston, Massa-

8 ohusetts.

9 "(i) (1) The Secretary shall establish a national advi-

10 sory council, or designate an appropriate existing national

11 advisory council, to advise and assist him in the preparation

12 of general regulations to carry out the purposes of this section

13 and on policy matters arising in the administration of this

14 section, including the coordination of activities under this

15 section with those under other parts of this Act or under

16 other Federal or federally assisted health programs.

17 "(2) The Secretary shall make appropriate provision

18 for consultation between and coordination of the work of

19 the advisory council established or designated under para-

20 graph (1) and the Federal Hospital Council, the National

21 Advisory Health Council, the Health Insurance Benefits

22 Advisory Council, the Medical Assistance Advisory Council,

23 and other appropriate national advisory councils with re-

24 spect to matters bearing on the purposes and administration
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of this section and the coordination of activities under this

2 section with related Federal health programs.

"(3) If an advisory council is established by the Secre-

tary under para.graph (1), it shall be composed of members

who are not otherwise in the regular full-time employ of the

6 United States, and who shall be appointed by the Secretary

without regard to the civil service laws from among leaders

8 in the fields of the fundamental sciences, the medical sciences,

and the organization, delivery, and financing of health

10 care, and persons who are State or local officials or are

ii active in community affairs or public or civic affairs or who

12 are representative of minority groups. Members of such ad-

13 visory council, while attending meetings of the council or

14 otherwise serving on business of the council, shall be entitled

15 to receive compensation at rates fixed by the Secretary, but

16 not exceeding the maximum rate specified at the time of

17 such service for grade GS—18 in section 5332 of title 5,

18 United States Code, including traveltime, and while away

19 from their homes or regular places of business they may also

20 be allowed travel expenses, including per diem in lieu of sub-

21 sistence, as authorized by section 5703 (b) of such title 5

22 for persons in the Government service employed inter-

23 mittently."

24 (b) The amendment made by subsection (a) shall apply
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1. only with respect to a capital expenditure the obligation for

2 which is incurred by or on beha'f of a healt care facility or

3 health maintenance oiganization subsequent to whichever of

4 the following is earlier: (A) June 30, 1971, or (B) with

5 respect to any State or any part thereof specified by such

6 State, the last day of the calendar quarter in which the State

7 requests that the amendment made by subsection (a) of this

8 section apply in such State or such part thereof.

9 (c) (1) Section 505 (a) (6) of such Act (as amended

10 by section 229 (b) of this Act) is further amended by in

11 serting ", consistent with section 1122," after "standards"

12 where it first appears.

13 (2) Section 506 of such Act (as amended by sections

14 224(c), 227(d), 230(d), and 235(b) of this Act} is
15 further amended by adding at the end thereof the following

16 new subsection:

17 "(g) For limitation on Federal participation for capital

18 expenditures which are out of coiiformity with a comprehen-

19 sive plan of a State or areawide planning agency, see see-

tion 1122."

21 (3) Clause (2.) of the second sentence of section 509

22 (a) of such Act is amended by inserting ", consistent with

23 section 1122," after "standards".

24 (4) Section 1861 (v) of such Act is amended by adding

25 at the end thereof the following new paragraph:
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1 "(5) For limitation on Federal participation for capital

2 expenditures which are out of conformity with a compre-.

3 hensive plan of a State or areawide planning agency, see

4 section 1122."

5 (5) Section 1902(a) (13) (D) of such Act (as

6 amended by section 229 (a) of this Act) is further amended

7 by inserting ", consistent with section 1122," after "stand-

8 ards" where it first appears.

9 (6) Section 1903 (b) of such Act is amended by add-

10 ing at the end thereof the following new paragraph:

11 "(3) For limitation on Federal participation for capital

12 expenditures which are out of conformity with a compre-

13 hensive plan of a State or areawide planning agency, see

14 section 1122."

15 REPORT ON PLAN FOR PROSPECTIVE REIMBURSEMENT;

16 EXPERIMENTS AND DEMONSTRATION PROJECTS TO

17 DEVELOP INCENTIVES FOR ECONOMY IN TIlE PROVI-

18 SION OF HEALTH SERVICES

19 SEC. 222. (a) (1) The Secretary of Health, Education,

20 and Welfare, directly or through contracts with public or

21 private agencies or organizations, shall develop and carry

22 out experiments and demonstration projects designed to de-

23 termine the relative advantages and disadvantages of various

24 alternative methods of making payment on a prospective

25 basis to hospitals, extended care facilities, and other pro-
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1 viders of services for care and services provided by them

2 under 'title XVIII of the Social Security Act and under

3 State plan's approved under titles XIX and V of such Act,

4 including alternative methods for classifying providers, for

5 establishing prospective rates of payment, 'and for imple-

6 menting on a gradual, selective, or other basis the estab-

7 lishment of a. prospective payment system, in order to

8 stimulate such providers through positive financial incen-

9 tives to use their facilities 'and personnel more efficiently a.nd

10 thereby 'to reduce the total costs of the health programs

11 involved without adversely affecting the quality of services

12 by containing or lowering the rate of increase in provider

13 costs that has been and is being experienced under the exist-

14 ing system of retroactive cost reimbursement.

15 (2) The experiments and demonstration projects devel-

16 oped under paragraph (1) 'shall be of sufficient scope and

17 shall be carried out on a wide enough scale to permit a thor-

18 ough evaluation of the alternative method's of prospective

19 payment under consideration while giving assurance that the

20 results derived from the experiments and projects will obtain

21 generally in the operation of the programs involved (wi.thout

22 committing 'such programs to the adoption of any prospective

23 payment system either locally or nationally).

24 (3) In the case of any experiment or demonstration

25 project under paragraph (1), the Secretary may waive corn-
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1 plianc,e with the requirements of titles XVIII, XIX, and V

2 of the Social Security Act insofar as such requirements relate

3 to methods of payment for services provided; and costs in-

4 curred in such experiment or project in excess of those which

5 would otherwise be reimbursed or paid under such titles may

6 he reimbursed or paid to the extent that such waiver applies

7 to them (with such excess being borne by the Secretary).

8 No experiment or demonstration project shall be developed

9 or carried out under paragraph (1) until the Secretary oh-

10 tains the advice and recommendations of specialists who are

11 competent to evaluate the proposed experiment or project as

12 to the soundness of its objectives, the possibilities of securing

13 productive results, the adequacy of resources to conduct it,

14 and its relationship to other similar experiments or projects

15 already completed or in process; and no such experiment

16 or project shall be actually placed in operation until a

17 written report containing a full and complete description

18 thereof has been transmitted to the Committee on Ways

19 and Means of the House of Representatives and the Corn-

20 mittee on Finance of the Senate.

21 (4) Grants, payments under contracts, and other ex-

22 penditures made for experiments and demonstration projects

23 under this subsection shall be made in appropriate part from

24 the Federal Hospital Insurance Trust Fund (established by

25 section 1817 of the Social Security Act) and the Federal
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1 Supplementary Medical Insurance Trust Fund (established

2 by section 1841 of the Social Security Act). Grants and pay-

3 ments under contracts may be made either in advance or by

4 way of reimbursement, as may be determined by the Secre-

5 tary, and shall be made in such installments and on such con-

6 ditions as the Secretary finds necessary to carry out the

7 purpose of this subsection. With respect to any such grant,

8 payment, or other expenditure, the amount to be paid from

9 each of such trust funds shall be determined by the Secretary,

10 giving due regard to the purposes of the experiment or proj-

11 ect involved.

12 (5) The Secretary shall submit to the Congress no later

13 than J11l 4- 1972, January 1, 1973, a full report on the ex-

14 periments and demonstration projects carried out under this

15 subsection and on the experience of other programs with re-

16 spect to prospective reimbursement together with any related

17 data and materials which he may consider appropriate. Such

18 report shall include detailed recommendations with respect to

19 the specific methods which could be used in the full imple-

20 mentation of a system of prospective payment to providers of

21 services under the programs involved.

22 (6) Section 1875 (b) of the Social Security Act is

23 amended by inserting "and the experiments and demonstra-

24 tion projects authorized by section 222 (a) of the Social

25 Security Amendments of 1970" after "1967".
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1 (b) (1) Section 402 (a) of the Social Security Amend-

2 ments of 1967 is amended to read as follows:

"(a) (1) The Secretary of Health, Education, and Wel-

fare is authorized, either directly or through grants to public

5 or nonprofit private agencies, institutions, and organizations

6 or contracts with public or private agencies, institutions, and

7 organizations, to develop and engage in experiments and

8 demonstration projects for the following purposes:

9 "(A) to determine whether, and if so which,

10 changes in methods of payment or reimbursement (other

11 than those dealt with in section 222 (a) of the Social

12 Security Amendments of 1970) for health care and

13 services under health programs established by the Social

14 Security Act, including a change to methods based on

15 negotiated rates, would have the effect of increasing the

16 efficiency and economy of health services under such

17 programs through the creation of additional incentives to

18 these ends without adversely affecting the quality of such

19 services;

20 "(B) to dctcrminc whcthcr payments to

21 tioris and iri2titution which have the capabifity of po-

22 viding comprehcnsive hcalth eare crvioc or scrviccs

23 other than these for which payment may be made under

24 i.eh programs (and which are incidental to servicce for

25 which payment may be made under such prograim)
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1 would, ii the udgmcnt of the Sccrctary, result i more

2 economical provision arid more effective utilization of

3 erviccs fer which payment may e midc under sueh

4 programa;

5 "(B) to determine whether payments for services

6 other than those for which payment may be made under

7 such programs (and which are incidental to services for

8 which payment may be made under such programs)

9 would, in the judgment of the Secretary, result in more

10 economical provision and more effective utilization of

11 services for which payment may be made under such

12 program, where such services are furnished by organiza-

13 tions and institutions which have the capability of

14 providing—

15 "(i) comprehensive health care services, or

16 "(ii) mental health care services (as defined by

17 section 401 (c) of the Mental Retardation Facilities

18 and Community Health Centers Construction Act of

19 1963), or
20 "(iii) ambulatory health care services, but only

21 where the Secretary determines, after appropriate

22 study, that payment for such health care services
23 would result in a more economical provision of such

24 services.

25 "(0) to determine whether the rates of payment or
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1 reimbursement for health care sl3rvices, approved by

2 State for purposes of the administration of one, or moreS

3 of its laws, when utilized to determine the amount to be

4 paid for services furnished in such State under the health

5 programs established by'. the Social Security Act, would

6 have the effect of reducing the costs of such programs

7 without adversely affecting the quality of such services;

S "(D) to determine whether payments under such

9 programs based on a single combined rate of reimburse-

10 ment or charge for the teaching activities and patient

11 care which residents, interns, and 'supervising physicians

12 render in connection with a .graduate medical education

13 program in a patient facility would result in more

14 equitable and economical patient care. arrangements with-

15 out adversely affecting the quality of such care; and.

16 "(E)' to determine whether utilization review and

17 medical review mechanisms established on, an areawide

18 or communitywide basis would have the effect of provid•-

19 ing more effective controls under such programs over

20 excessive utilization of services.

21 For purposes of this subsection, 'health programs established.

22 by the Social Security Act' means the prgrm established.

23 by title XVIII of such Act, a program established by a plan

24 of a State approved under title XIX of such, Act, and a
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1 program established by a plan of a State approved under

2 title V of such Act,

3 "(2) Grants, payments under contracts, and other ex

4 penditures made for experiments and demonstration protects

5 under paragraph (1) shall be made in appropriate part froni

6 the Federal hospital Insurance Trust iFund (established by

7 section 1817 of the Social Security Act) and •the Federal
8 Supplementary Medical Insurance Trust Fund (established
9 by section 1841 of the Social Security Act). Grants and pay-

10 ments under contracts may be made either in advance or by

way of reimbursement., as may be determined by the Secre-

12 tary, and shall be made in such installments and oii such
13 conditions as the Secretary finds necessary to carry out the

14 purpose of this section. With respect to any such grant, pay-

15 ment, or other expenditure, the amount to be paid from each

16 •of such trust funds shall be determined by the Secretary,
17 giving due regard to the purposes of the experiment or project

18 involved."

19 (2) Section 402 (b) of such Amendments is amended—

20 (A) by striking out "experiment" each time it ap-
21 pears and inserting in lieu thereof "experiment or dem-
22 onstration project";

23 (B) by striking out "experiments" and inserting in
24 lieu thereof "experiments and projects";

25 (0) by striking out "reasonable charge" and insert-
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1 ing in lieu thereof "reasonable charge, or to reimburse—

2 ment or payment only for such services or items as may

3 be specified in the experiment"; and

4 (D) by inserting before the period at the end thereof

5 the following: "; and no such experiment or project shall

6 be actually placed in operation until a written report

7 containing a full and complete description thereof has.

8 been transmitted to the Committee on Ways and Means

9 of the House of Representatives and the Committee on

10 Finance of the Senate".

11 (3) Section 1875 (b) of the Social Security Act is.

12 amended by striking out "experimentation" and inserting ir

13 lieu thereof "experiments and demonstration projects".

14 LIMITATIONS ON COVERAGE OF COSTS UNDER

15 MEDICARE PROGRAM.

16 SEc. 223. (a) The first sentence of section 1861 (v) (1)

17 of the Social Security Act is amended by inserting immedi-

18 ately before "determined" where it first appears the fol-

19 lowing: "the cost actually incurred, excluding therefrom any

20 part of incurred cost found to be unnecessary in the efficient

21 delivery of needed health services, and shall be".

22 (b) The third sentence of section 1861 (v) (1) of such

23 Act is amended by striking out the comma after "services"

24 where it last appears and inserting in lieu thereof the follow
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1 ing: ", may provide fr the establishment of limits on the

2 direct or indirect overall incurred costs or incurred costs'

3 of specific items or services or groups of items or services

4 to be recognized as reasonable based on estimates of the

5 costs necessary in the efficient delivery of needed health

6 services to individuals covered by the insurance programs

7 established under this title,".

8 (c) The fourth sentence of section 1861. (v) (1) of such

9 Act is amended by inserting after "services" where it first

10 appears the folloving: " (excluding therefrom any such costs,

11 including standby costs, hic'h are determined in accordance

12 with regulations to be unnecessary in the efficient delivery

13 of services covered by the insurance programs established

14 under this title) ".

15 (d) The fourth sentence of section 1861 (v) (1) of such

16 Act is further amended by striking out "costs with respect"

17 where they first appear and, inserting in lieu thereof the fol-

18 lowing: "necessary costs of efficiently delivering covered

19 services",

20 (e) Section 1866(a) (2) (B) of such Act is amended

21 (1) by inserting "(i)" after "(B)", and (2) by adding

22 at the end thereof the following new clause:

23 "(ii) Where a provider of services customarily fur-

24 nishes an individual items or services which are more Lx—
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t pensive than the items or services determined to be neces—

2 sary in the efficient delivery of needed health services under

3. this title and which have not been requested by such mdi-

4 vidual,. such provider may also charge such individual or

5 other person for such more expensive items or services to

6 the extent that the costs of (or, if less,. the customary charges

7 for) such more expensive items or services experienced by

8 such provider in the second fiscal period immediately pre—

9 ceding the fiscal period in which such charges are imposed

10 exceed the cost of such items or services determined to be

11 necessary in the efficient delivery of needed health services,

12 but oniy if—

13 "(I) the Secretary has provided: notice to the

14 public of any charges being imposed, on individuals en-

15 titled to benefits under this title on account of costs in

16 excess of the costs determined to be necessary in the

17 efficient delivery of needed health services under this

18 title by particular providers of services in the area in

19 which such items or services are furnished, and

20 "(II) the provider of services has identified, such

21 charges to such individual or other person,. in' such man-

22 ner as the Secretary may prescribe, as' charges to meet

23 costs in excess of the cost determined to 'be' necessary in
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I the efficient delivery of needed health services under this

2 title."

3 (f) Section 1861 (v) of such Act (as amended by see—

4 tion 221 (c) (4) of this Act) is further amended by redesig-

5 nating paragraphs (4) and (5) as paragraphs (5) and (6),

6 respectively, and by inserting after paragraph (3) the follow-

7 ing new paragraph:

8 "(4) If a provider of services furnishes items or services

9 to an individual which are grossly in excess of or more cx-

10 pensive than the items or services determined to be necessary

in the efficient delivery of -needed health services and charges

12 are imposed for such more expensive items or services under

13 the authority granted in section 1866 (a) (2) (B) (ii), the

14 amount of payment with respect to such items or services

15 otherwise due such provider in any fiscal period shall be re-

16 duced to the extent that such payment plus such charges

17 exceed the cost actually incurred for such items or services in

18 the fiscal period in which such charges are imposed."

19 (g) Sectkn 1866 (a) (2) of such Act is amended by

20 adding at the end thereof the following new subparagraph:

21 "(D) 'Where a provider of services customarily fur-

22 nishes items or services which are grossly in excess of or more

23 expensive than the items or services with respect to which

24 payment may be made under this title, such provider,
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2 may not, under the authority of section 1866 (a) (2) (B)

3 (ii), charge any individual or other person any amount for

4 such items or services in excess of the amount of the payment

5 which may otherwise be made for such items or services

6 under this title if the admitting physician has a direct or

7 indirect financial interest in such provider."

8 (h) The amendments made by this section shall be

9 effective with respect to accounting periods beginning after

10 the date ef the enactment of this Act June 30, 1971.

11 LIMITS ON PREVAILING CHARGE LEVELS

12 SEC. 224. (a) Section 1842 (b) (3) of the Social Secu-

13 rity Act is amended by adding at the end thereof the following

14 new sentences: "No charge may be determined to be reason-

15 able in the case of bills submitted or requests for payments

16 made under this part fei scrviee rcndcrcd after June

17 1970, the date of enactment of this Act and before July 1,

18 1971, if it exceeds the higher of (i) the prevailing charge

19 recognized by the carrier for similar services in the same

20 locality in administering this part on June 30, 1970, or (ii)

21 the prevailing charge level that, on the basis of statistical data

22 and methodology acceptable to the Secretary, would cover

23 75 percent of the customary charges made for similar serv-

24 ices in the same locality during the calendar year 1969. With
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1 respect to crviccs rcndcrcd bills submitted or requests for pay-

2 ment made under this part after June 30, 1971, the charges

3 recognized as prevailing within a locality may be increased

4 in any fiscal year only to the extent found necessary, on the

5 basis of statistical data and methodology acceptable to the

6 Secretary, to cover 75 percent of the customary charges made

7 for similar services in the same locality during the last pre-

8 ceding elapsed calendar year but may not be increased (in

9 the aggregate) beyond the levels described in clause (ii)

10 of the preceding sentence except to the extent that the Secre-

11 tary finds, on the basis of appropriate economic index data,

12 that such adjustments are justified by economic changes. In

13 the case of medical services, supplies, and equipment (in-

14 cluding equipment servicing) that, in the judgment of the

15 Secretary, do not generally vary significantly in quality from

16 one supplier to another, the charges incurred after June .344

17 1970, the date of enactment of this Act determined to be rea-

18 sonable may not exceed the lowcst lower charge levels at

19 which such services, supplies, and equipment are widely

20 and consistently available in a locality only except to the

21 extent and under the circumstances specified by the Secre-

22 tary."

23 (b) Section 1903 of such Act is amended by adding

24 at the end thereof the following new subsection:

25 "(g) Payment under the preceding provisions of this

26 section shall not be made with respeot to any amount pa.id
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1 for items or services furnished under the plan after June

2 .343 1970, the date of enactment of this Act to tile extent that

3 such amount exceeds the charge which would be determined

4 to be reasonable for such items or services under the third,

5 fourth, and fifth sentences of section 1842 (b) (3) ."

6 (c) Section 5O6 of such Act is amended by adding

7 at the end thereof the following new subsection:

8 "(f) Notwithstanding the preceding provisions of this

9 section, no payment shall be made to any State thereunder

10 with respect to any amount paid for items or services

11 furnished under the plan after June 1970, the date of

12 enactment of thi.s Act to the extent that such amount exceeds

13 the ch.arge which would. be determined to be reasonable for

14 such items or services under the third, fourth, and fifth sen

15 tences of section 1842 (b) (3) ."

16 ECTABLISUMENT 8 CENPIVB P JTATES O EMPUA

17 iz OUT*TU1NT OA1 UNDEI MPñ&Th PILOOILAMO

18 SEp. 226 (a) (1) Section 1903 of the Seeie4 Security

19 Aet -foe amended by section 22 of this Act) ie further

20 amended b incrting after subsection -4)- the following new

21 subsection:

22 -(-e) Phe amount determined under subsection 4o)-

23 -(4-)- fe a State hi1l be adjusted as follows-

24 "(1) With iepcot to the following services fur-

nishod under the State plan after December .34-i 1970, the
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ii any calendar ycar the Fedcral medical assistance

2 percentage with respect to any such care furnished

3 thcreaftcr to such individual in the same calendar

4 year shall be decreased by -- pei ecntum thcreof;

5

6 '-(-G)- after an individual has rcecived inpaticnt

7 services in a hospital far mcntal discascs on ninety

8 days occurring after Bcccmbcr 347 1970 -(whcthcr

9 oi net such days are eonsecutivo)- the Federal

10 medical assistance pcrccntagc with respect to any

11 such services furnished to such individual on an

12 additional two hundred -and seventy five days

13 (whether Of not such days are conseeutie)- shall be

14 decreased by 3j. par centum thereof and no pay

15 ment may be made under this title far any such

16 services furnished to such individual on any day

17 after such two hundred and seventy five days.

18 [n determining the number of days on which an imlividua

19 has received services 4escribcd in this subsection, there

20 shall not be counted any days with respect to which such

21 individual is entitled to have payments made -(in whole e

22 in part) on his behalf under section 1812.'2

23 -(4)- Section 1903 (a) (1) of such 4et is amended by

24 inserting 1 subject to subsection -fe)- of this section" a4tet'

25 'acction 4905 (1)) ".

H.R 17550 6
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1 (b) (1) Section 1121 of such Aet is amcndcd by adding

2 at the end thereof the following new subscction-

3 "(1) -1) If the Sccrctary determines fef any calendar

4 quarter bcgummg alter December -1- 1-970, with respect to

5 any Statc that there does not cxist a reaeonablc cost diffcr

6 ential betwccn the cost of skilled nursing home services and

7 the cost of intermediate eae facility services in such Statc,

8 the &crctary may reduce the amount which would othcrwisc

9 be considered as expenditures fef which payment may be

10 made undcr subsection -(-€3- by an amount which in his judg

11 ment is a reasonb1e equivalent of the difference between the

12 amount of the expenditures by such State fo intermediate

13 eae facility services an4 the amount that would have been

14 expended by such State fef such services il there had been a

15 reasonable cost differential between the cost of skilled nursing

16 home services and the cost of intermediate ee facility

17 sorvicc.

18 "(2)- In determining whether any such cost differential

19 in any State is reasonable the Secretary shall t&&e into eon-

20 sidcration the range of such cost differentials in all States.

21 "(3) Fef the purposes of this subsection, the term cos't

22 differential' fef any State for any quarter means, as deter

23 mined by the Secretary on the baths of the data for the most

24 recent calendar quarter for which satisfactory data ore avail

25 ablc, the excess of—

26 "(A) the average amount paid in such State -(re-
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1 gardlcso of the source of paymcn't)- pe inpatient day

2 fei skilled nursing home seiee& over

3 "(B) the avcragc amount paid in such Statc -fre.-

4 gardless of, the ouree of payment) Of inpatient dary

5 fe* intcrmedliate eae facility sel!viccs."

6 .f2.) Scction 1121 (c) of eh Aet is amcndcd by adding

7 at the eid thcrcof the following ew scntcncc: "Effcetivc

8 January 4- 197i, the term 4ntcrmcdiatc ea&e facility' shall

9 iM include ay public institution -fef distinct pait thercof)

10 fe mcnthl discacs o mental dcfect&

11 ESTABLISHMENT OF INCENTIVES FOR STATES TO MAINTAIN

12 ADEQUATE UTiLIZATION REVIEW PROCEDURES IN

13 MEDICAID PROGRAMS

14 SEC. 225. Section 1903 of the Social Security Act (as

15 amended by section 228 of this Act) is further amended by

16 inserting after subsection (d) the following new subsection:

17 "(e) (1) The Secretary shall, not less frequently than

18 once during any 12-month period, study, review, and evalu-

19 ate the operation of each State plan approved under this title

20 with a view to determining whether there are in effect, in the

21 administration and operation of such plan, such utilization

22 review, independent medical and professional audits and

23 other procedures as are adequate to assure that, in the provi-

24 sion of health care services to individuals entitled to receive

25 medical assistance under the plan—

26 "(A) inpatient services in hospitals, skilled nursing
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1 homes, and other institutional health care facilities (in-

2 eluding intermediate care facilities) will be provided to

3 an individual only when, and to the extent, that the health

4 care needs of such individual cannot, consistent with the

5 provision of appropriate medical care, be effectively pro-

6 vided on an outpatient basis or more economically in an

7 inpatient health care facility of a different type;

8 "(B) costs of or charges for services by physicians

9 and other health care personnel will be reimbursed only

10 when such services are medically necessary; and

11 "(C) costs of or charges for drugs and other health

12 care items or devices will be reimbursed only when nied-

13 ically necessary.

14 "(2) If the Secretary determines, as the result of his

15 study, review, and evaluation under paragraph (1) of any

16 such State plan that there is not in effect, in the adminitra-

17 tion and operation of such plan, such utilization review, in-

18 dependent professional and medical audit, and other proce-

19 dures as are adequate to assure that, in the provision of health

20 care services to individuals entitled to receive medical assist-

21 ance under the plan, the criteria set forth in clauses (A),

22 (B), or (C) are not met, he shall notify the State agency

23 that the Federal medical assistance percentage of such State

24 will be reduced until such time as the Secretary is satisfied

25 that there is in effect, in the administration and operation of

26 such State plan, such utilization review, independent medical
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i and pro fessionar audit and other procedures as are adequate

o meet the criteria set forth in such clauses (A), (B), and

3 (C).

4 "(3) Any redüetiow mi the Federal medical assistance

5 percentage of any' State under this subsection shall be of such

6 per centum as the Secretary determines will assure, insofar

7 as possible, that the amount of Federal funds payable to such

8 State under this title during the period that the reduction is in

9 effect will be equal to. the amount of such funds which would

10 have been payable to such State under this title for such pe-

11 nod, if, for such period, there was no failure on the part of

12 such State, in the administration of the State plan approved

13 under this title, to have in effect such utilization review, in—

14 dependent medical and professional audit and other proce-

15 dures as are adequate to meet the criteria set forth in clauses

16 (A), (B), and (C) of paragraph (1).

17 "(4) No reduction under this subsection in the Federal

18 medical assistance percentage of any State shall become

19 effective prior to the first calendar quarter which commences

2 more than 90 days after the date the Secretary notifies the

21 State agency of such State that such a reduction will be made.

22 1AYMENT øi SDllVICEE Oi FBAONO PILYIE3IA1S TINDEIL

23 1MOAI1D PItOOILAM

24 Sno. 226. (a) (1) Section 1833 (a (1) of the Social

25 Security 4et is amended by striking eut "and' before "(B) '

26 aiid by inacrthig before the scmicolon at the efid thereof the
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1 following: 1 and -f€9- with rcspcct to expenses incurred fef

2 services which are furnished to a patient of a hospital by a

3 physician as4 for which payment may be made under thie

4 part, the amounts paid shall be cgual to 4-00 pcrcdnt of the

5 reasonable cost) to the hospital or other medical service erga'-

6 ation incurring such eost of such services if (i) (I) such

7 services are furnished under circumstances comparable to the

8 circumstances under which similar scrviccs are furnished to

9 all persons, or all members of a class of pcrsons, who are

10 patients in such hospital and whe are net covered by the

11 insurance program established by this part (and net covercd

12 under a State plan approved under tile XIX), and (II)

13 none of such persons, or members of sueli class of persons,

14 are rcguired to pay the reasonable charges for such similar

15 services even when they have private insurance covering

16 such similar services -for are otherwise able to pay reasonable

17 charges for all such similar services as determined in accord

18 ance with regulations), or (ii) (I) none of the patients

19 in such hospital who are covered by such program are

20 required to pay any charges for acrvicca furnished by physi

21 cians, or (II)- such patients are required to pay reasonable

22 charges for such services but payment of the deductible

23 and coinsurance applicable to such services is not obtained

24 from or en behalf of torne Of all of them, in addition to the

25 portion of such charges payable as insurance benefits under
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1 this even though thcy have private insurance covcring

2 such services -(-or are othcrwise able to ay reasonable

3 charges for all seh services as dctcrmined in accordance with

4 regulations) ".

5 -(-23- The st sentence of seetiori 1-83 (b) of such 4et

6 is amended by striking oat "and" before -(2) ", and by in-

7 scrting before the period at the end thereof the following

8 and -(-33- such total amount sh4 net include expenses in—

9 curred for serviees to which clause -(C)- of subsection (a) (1)

10 applics

11 -(-b.)- Section 12861 (v) (1) of such Aet is amended

12 -(4)-by inscrting!(-A)" after L'-(1)";

13 -(23- by striking eat "(A) te! and 1-4R)- pro-

14 vide and inserting in lien thereof (i-)- take" and -fii3-

15 provide", respcctivcly

16 ..fg3- by inserting 1 immediately preocdhig

17 Sueh regulations in the ease of extended eare services";

18 and

19 -(4)- by adding at the end thereof the following new

20 subparagraph:

21 "(C) Where a hospital has an arrangement with a

22 medical school under which the faculty of such school pro-

23 vidcs services at such hospital and under which reimburse-

24 ment to such school by such hospital is less than the reason—

25 able east of such scrvieee to the medical school, the rcsoniible



168

1 eest of sueh sercices to the medictij. seheel thall be inclade4

2 ii determining the reasonable eest to the hespital of furnish-

3 ig serviees for wbiel+ payment may be made under part 45

4 bi±t only if—

5 -(i-)- payment, for such services a furnished under

6 s&i4± arrangcmet woulld be made 'cmder part 4 to the

7 hospital if such serviecs were furi$sked by the hospi-tal7

8 and

9 .E.4ii) such hospital pays. to the mcdical school the

10 reasonable eest. -of sueh services to the medical schooL!

11 4c) (1) The ancndmcnts made by subsection -(4- shall

12 apply with respeet to blIe submitted and requests for pay-

13 ment made after the dete of the enactment of this Act.

14 42-3- The amendments made by subsection -(h3- shall be

15 effective with respect to accounting periods beginning after

16 the date of the enactment of this Act.

17 PAYMENT UNDER MEDICARE PROGRAM FOR SERVICES OF

18 PHYSICIANS RENDERED AT A TEACHING HOSPITAL

19 SEc. 226. (a) Section 1861(b) of the Social Security

20 Act is amended by striking out the second sentence thereof

21 and inserting in lieu thereof the following:

22 "Paragraph (4) shall not apply to services provided in

23 a hospital by—

24 "(6) an intern or a resident-in-training under a

25 teaching program approved by the Council on Medical
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i Education of the American Medical Association or, in.

2 the case of an osteopathic hospital, approved by the Corn-'

3 mittee on Hospitals of the Bureau. of Professional Edu-

4 cation of the American Osteopathic Association, or, in

5 the case of services in a hospital or osteopathic hospitat

6. by an intern or resident-in-training in the field of den-

7 tistry, approved by the Council on Dental Education of

8 the American Dental Association; or

9 "(7) a physician. where the hospital has a teaching

10 program approved as specified in paragraph (6), unless

11 (A) such inpatient is a private patient (as defined in

12 regulations), or (B) where the hospital establishes that

13 during the two-year period ending December 31, 1967,

14 and each year thereafter all in patients have been regu-

15 larly billed by the hospital for services rendered by

16 physicians and reasonable efforts have been made to

17 collect in full from all patients and payment of reason-

18 able charges ('including applicable deductibles and coin-

19 surance) has been regularly collected in full or in part

20 from at least 50 percent of all inpatients."

21 (b) (1) So much of section 1814 (a) of the Social

22 Security Act as precedes paragraph (1) is amended by

23 striking "subsection (d)," and inserting in lieu, thereof "sub—

24 sections (d) and (g),".
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1 (2) Section 1814 is further amended by adding at the

2 end thereof the following new subsection:

3 "PAYMENT FOR SERVICES OF A PHYSICIAN RENDERED

4 IN A TEACHING HOSPITAL

5 "(g) For purposes of services for which the reasonable

6 cost thereof is determined under section 1861 (v) (1) (D),

7 payment under this part shall be made to such fund s may

8 be designated by the organized medical staff of the hospital

9 in which such services were furnished or, if such services were

10 furnished in. such hospital by the faculty of a medical school,

11 to such fund as may be designated by such faculty, but only

12 if—

13 "(1) such hospital has an agreement with the Sec-

14 retary under section 1866, and

15 "(2) the Secretary has received written assurances

16 that (A) such payment will be used by such fund solely

17 for the improvement of care of hospital patients or for

18 educational or charitable purposes and (B) the individ-

19 uals who were furnished such services or any other per-

20 sons will not be charged for such services (or if charged,

21 provision will be made for return of any moneys in-
22 correctly collected) ."

23
(c) Section 1861 (v) (1) of such Act is amended,—

24 (1) by inserting "(A)" after "(1)";
25 (2) by striking out "(A) take" and "(B) provide"
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1 and inserting in lieu thereof "(i) take" and "(ii)

2 provide", respectively;

3 (3) by inserting "(B)" immediateily preceding

4 "Such regulations in the case of extended care services";

5 and

6 (4) by adding at the end thereof the following new

7 subparagraphs:

8 "(C) Where a hospital has an arrangement

9 with a medical school under which the faculty of

10 such school provides services at such hospital, an

11 amount not in excess of the reasonable cost of such

12 services to the medical school shall be included in

13 determining the reasonable cost to the hospital of

14 furnishing services—

15 "(i) for which payment may be made un-

16 der part A, but only if

17 "(1) payment for such services as

18 furnished under such arrangement would

19 be made under part A to the hospital had

20 such services been furnished by the hospital,

21 and

22 "(II) such hospital pays to the medi-

23 cal school at least the reasonable cost of

24 such services to the medical school, or

25 "(ii) for which payment may be made
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1 under part B, but only if such hospital pays to

2 the medical school at least the reasonable cost of

3 such services to the medical school.

4 "(D) Where (i) physicians furnish •ervices

5 which are either inpatient hospital services (includ-

6 ing services in conjunction with the teaching pro-

7 grams of such hospital) by reason of paragraph

8 (7) of subsection (b) or for which entitlement exists

9 by reason of clause (II) of section 1832(a) (2)

10 (B) (i) and (ii) such hospital (or medical school

11 under arrangement with such hospital) incurs no

12 actual cost in the furnishing of such services, the

13 reasonable cost of such services shall (under regula-

14 tions of the Secretary) be deemed to be the cost such

15 hospital or medical school would have incurred had

16 it paid a salary to such physcians rendering such

17 services approximately equivalent to the average

18 salary paid to all physicians employed by such hog-

19 pital (or if such employment does not exist, or is

20 minimal in. such hospital, by similar hospitals in a

21 geographic area of sufficient size to assure reason-

22 able inclusion of sufficient physicians in develop-

23 ment of such average salary).

24 (d) (1) Section 1861 (u) of such Act is amended by
25 striking out the period and inserting in lieu thereof the fol-
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1 Thwing: "or for purposes of section 1814(g) and section

2 1835(e), a fund".

3 (2) So much of section 1866(a) (1) of such Act as

4 precedes subparagraph (A) is amended by inserting "(except

5 a fund designated for purposes of section 1814(g) and section

6 1835(e))" after "provider of services".

7 (e) (1) Section 1832(a) (2) (B) of such Act is amended

8 to read as follows:

9 "(B) medical and other health services fur..

10 nished by a provider of services or by others under

11 arrangements with them made by a provider of serv-

12 ices, excluding—

13 "(1) physician services except where fur--

14 nished by—

15 "(1) a resident or intern of a hospital

16 or

17 "(II) a physician to a patient in a

18 hospital which has a teaching program ap-

19 proved as specified in paragraph (6) of see-

20 tion 1861 (b) (including services in con—

21 junction with the teaching programs of such

22 hospital), unless either clause (A) (whether

23 or not such patient is an inpatient of such

24 hospital), or
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1 (B) of paragraph (7) of such section is

2 met, and

3 (ii) services for which payment may be

4 made pursuant to section 1835(b) (2); and".

5 (2) (A) So much of section 1835(a) of the Social

6 Security Act as precedes paragraph (1) is amended by strik-

7 ing "subsections (b) and (c) ," and inserting in lieu thereof

8 "subsections (b), (c), and (e),".

9 (B) Section 1835 is further amended by adding at

10 the end thereof the following new subsection:

11 "(e) For purposes of services (1) which are inpatiem!

12 hospital services by reason of paragraph (7) of section 1861

13 (b) or for which entitlement exists by reason of clawe 11 of

14 section 1802(a) (2) (B) (i), and (2) for which the reason-

15 able cost thereof is determined under section 1861 (v) (1) (D),

16 payment under this part shall be made to such fund as may be

17 designated by the organized medical staff of the hospital in

18 which such services were furnished or, if such services were

19 furnished in such hospital by the faculty of a medical school,

20 to such fund as may be designated by such faculty, but only if—'

21 "(1) such hospital has an agreement with th

22 Secretary under section 1866, and

23 "(2) the Secretary has received written assurances

24 that such payment will be used by such fund solely for

25 the improvement of care to patients in such hospital

26 or for educational or charitable purposes and (B) the
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1 individuals who were furnished such services or any

2 other persons will not be charged for such services (or if

3 charged provision will be made for return of any moneys

4 incorrectly collected)."

5 (3) Section 1842 of such Act is amended by inserting

6 after "which involve payments for physicians' services" the

7 following: "on a reasonable charge basis".

8 ff) The amendments made by this section shall apply

9 with respect to accounting periods beginning after June 30,

10 1971.

11 AUTHORITY OF SECRETARY TO TERMINATE PAYMENTS

12 TO SUPPLIERS OF SERVICES

13 SEC. 227. (a) Section 1862 of the Social Security Act

14 (as amended by section 201 of this Act) is further amended

15 by adding at the end thereof the following new subsection:

16 "(d) (1) No payment may be made under this title

17 with respect to any item or services furnished to an individ-

18 ual by a person where the Secretary determines under this

19 subsection that such person—

20 "(A) has made, or caused to be made, any false

21 statement or representation of a material fact for use in

22 an application for payment under this title or for use in

23 determining the right to a payment under this title;

24 "(B) has submitted, or caused to be submitted, bills

25 or requests for payment under this title containing
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1 charges (or in applicable cases requests for payment of

2 costs to such person) for services rendered which tlic

3 Secretary finds, with the concurrence of the appropriate

4 program review team appointed pursuant to paragraph

5 -4)- (4) (except in the case of a provider of services) to

6 be substantially in excess of such person's customary

7 charges (or in applicable cases substantially in excess of

8 such person's costs) for such services, unless the Secre-

9 •tary finds there is good cause for such bills or requests

10 containing such eharges (or in applicable cases, such

Ii costs) ; or

12 "(C) has furnished services or supplies which are

13 determined by the Secretary, with the concurrence of

14 the members of the appropriate program review team

15 appointed pursuant to paragraph (4) who are physi-

16 cia.ns or other professional personnel in the health care

17 field, to be substantially grossly in excess of the needs of

18 individuals or to be harmful to individuals or to be of a

19 grossly inferior quality.

20 "(2) A determination made by the Secretary under

21 this subsection shall be effective at such time and upon such

22 reasonable notice to the public and to the person furnishing

23 the services involved as may be specified in regulations. Suh

24 determination shall be effective with respect to services fur-

25 nished to an individual on or after the effective date of such
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1 determination (except that in the case of inpatient hospital

2 services, posthospital extended care services, and home

3 health services such determination shall be effective in the

4 manner provided in section 1866 (b) (3) and (4) with

5 respect to terminations of agreements), and shall remain in

6 effect until the Secretary finds and gives reasonable notice

7 to the public that the basis for such determination has been

8 removed and that there is reasonable assurance that it will

9 not recur.

10 "(3) Any person furnishing services described in para-

11 graph (1) who is dissatisfied with a determination made by

12 the Secretary under this subsection shall be entitled to rea-

13 sonable notice and opportunity for a hearing thereon by

14 the Secretary to the same extent as is provided in section

15 205 (b), and to judicial review of the Secretary's final dcci-

16 sion after such hearing as is provided in section 205 (g).

17 "(4) For the purposes of paragraph (1) (B) and (C)

18 of this subsection, and clause (F) of section 1866 (b) (2),

19 the Secretary shall, after consultation with appropriate State

20 and local professional societies, the appropriate carriers and

21 intermediaries utilized in the administration of this title, and

22 consumer representatives familiar with the health needs of

23 residents of the State, appoint one or more program review

24 teams (composed of physicians, other professional personnel
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1 in the health care field, and consumer representatives) in

2 each State whioh shall, among other things—

3 "(A) undertake to review such statistical data on

4 program utilization as may be submitted by the

5 Secretary,

6 "(B) submit to the Secretary periodically, as may

7 be prescribed in regulations, a report on the results of

8 such review, together with recommendations with re-

speot thereto,

10 "(C) undertake to review particular oases where

there is a likelihood that the person or persons furnishing

12 services and supplies to individuals may come within the

13 provisions of paragraph (1) (B) and (C) of this sub-

14 section or clause (F) of section 1866 (b) (2), 'and

15 "(D) 'submit to !the 'Secretary periodically, as may

16 be prescribed in regulations, a report of oases reviewed

17 pursuant to subparagraph (C) along with an analysis of,

18 and recommendations with respect to, such cases."

19 ('b) Section 1866 (b) (2) of such Act is amended by

20 striking out the period at the end thereof and inserting in

21 lieu thereof 'the following: ", or (D) that such provider

22 has made, or caused to be made, any false statement or rep-

23 resentation of a material fact for use. in a.n application for

24 payment under this title or for us'e in determining the right

25 to a payment under this title, or (E) that such provider
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has submitted, or caused to be submitted, requests for pay—

2 ment under this title of amounts for rendering services sub—

3' stantially in excess of the costs incurred by such provider

4 for rendering such services, or (F) that such provider has

5 furnished services or supplies which are determined by the

6 Secretary, with the concurrence of the members of the

7 appropriate program review team appointed pursuant t

8 section 1862 (d) ('4)' who are physicians or other profes-

9 sional personnel in the health care field, to be ubtantia.lly

10 grossly in excess of the needs of individuals or to be harmful

11 to individuals or to be of a grossly inferior quality."

12 (c) Section 1O3 (g) of such Act (as added by section

13 224 (b) of this Act) is further amended by striking out "shall

14 not be made" and all that follows and inserthig in lieu thereof

15 the following: "shall not be made—

16 "(1) with respect to any amount paid for items or

17 services furnished under the plan after June 1970,

18 July 1, 1971, to the extent that such amount exceeds

19 the ha.rge which would be determined 'to be reasonable

20 for such items or services under the third, fourth, and

21 fifth sentences of section 1842 (b) (3) ; or

22 "(2) with respect to any amount paid for services

23 furnished under the plan after Juiic 1970, July 1,

24 1971, by a provider or other person during any period of

25 time, if payment may not be made under 'title XVIII
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1 with respect to services furnished by such provider or

2 person during such perid of time solely by reason of a

3 determination by the Secretary under section 1862 (d)

4 (1) or under clause (D), (E), or (F) of section

5 1866(b) (2)."

6 (d) Section 506 (f) of such Act (as added by section

7 224 (c) of this Act) is further amended by striking out "nob

payment shall be made" and all that follows and inserting in

9 lieu thereof the following: "no payment shall be made t&

10 any State thereunder—

11 "(1) with respect to any amount paid for items

12 or services furnished under the plan after June 1970,

13 July 1, 1971, to the exteiit that such amount exceeds the

14 cha:rge which would be determined to be reasonable for

15 such items or services under the third, fourth, and fifth

16 sentences of section 1842 (Ii) (3); or

17 "(2) with respect t any amount paid for services

18 furnished under the plan after Jime 1970, July 1,

19 1971, by a provider or other person during any period

20 of time, if payment may not be iiiade under title XVIII

21 with respect to services furnished by such provider or

22 person during such period of time 'solely by reason of a

23 determination by the Secretary under section 1862 (d)

24 (1) or under clause (D), (E), or (F) of seotioa

18643(b) (2)."
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ELIMINATION OF REQUIREMENT TRAT STATES 1tOE

2 TOWABD COMPREHENSIVE MEDICAID PROGRAMS

3 SEC. 228. Section 1903 (e) of the Social Security Act,

4 and section 2 (b) of Public Law 91—56 (approved August

5 9, 1969), are repealed.

6 DETERMINATION OF REASONABLE COST OF INPATIENT

7 HOSPITAL SERVICES UNDER MEDICAID AND MATERNAL

8 AND CHILD HEALTH PROGRAMS

9 SEC. 229. (a) Section 1902 (a) (13) (D) of the Social

10 Security Act is amended to read as follows :

U "(D) for payment of the reasonable cost of in—

12 patient hospital services provided under the plan, as

13 determined in accordance with methods and stand—

14 ards which shall be developed by the State and in-

15 cluded in the plan and shall not result in any part

16 of the cost of any such services provided to mdi—

17 viduals covered by the plan being borne by mdi-

18 viduals not so covered or in any part of the cost

19 of any such services provided to individuals not so

20 covered being borne by the plan, except that the

21 reasonable cost of any such services as determined

22 under such methods and standards shall not exceed

23 the amount which would be determined under

24 section 1861 (v) as the reasonable cost of such

25 services for purposes of title XVIII;".
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1 (b) Section 505 (a) (6) of such Act is amended to read

2 as follows:

3 "(6) provides for payment of the reasonable cost of

4 inpatient hospital services provided under the plan, as

5 determined in accordance with methods and standards

6 which shall be developed by the State and included in the

7 plan and shall not result in any part of the cost of any

8 such services provided to individuals covered by the plan

9 being borne by individuals not so covered or in any part

10 of the costs of any such services provided to individuals

11 not so covered being borne by the plan, except that the

12 reasonable cost of any such services as determined under

13 such methods and standards shall not exceed the amount

14 which would be determined under section 1861 (v) as

15 the reasonable cost of such services for purposes of title

16 XVIII;".

17 (c) The amendments made by this section shall be

.18 effective July 1, 1971 (or earlier if the State plan so pro-

19 vides).

20 AMOUNT OF PAYMENTS WHERE CUSTOMARY CHARGES FOR

21 SERVICES FURNISHED ARE LESS THAN REASONABLE

22 COST

23 SEC. 230. (a) Section 1814 (b) of the Social Security

24 Act is amended to read as fol]ows:
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"Amount Paid to Providers.

2 "(b) The amoi:nt paid to any provider of serviëes with

3 respect to services for which payment may be made under

4 this part shall, sub5ect to the provisiOns of sectiOn 18I3

5 he—

6 "('1) the lesser of' (A) the reasonable cost of such

T services, as determined under section 1861 (v), or (B)

8 the customary charges with respect to such services; or

9 "(2) if such services are furnished by a public

10 provider of serviCes free of charge or at nominal charges

11 to the public, the amount determined on the basis of

12 those items (specified in regulations prescribed by the

13 Secretary) included in the determination of such reason-

14 able cost which the Secretary find will provide fair corn-

15 pensation to such provider for such services."

16 (b) Section 1833 ('a) (2) of such Act is amended to

17 read as follows:

18 "(2) in the case of services described in section

19 1832(a) (2)—80 percent of—

20 "(A) the lesser of (i) the reasonable cost of

21 such services, as determined under section 1861 (v),

22 or (ii) •the customary charges with respect to such

23 services; or

24 "(B) if such services are furnished by a public
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1 provider of services free of charge or at nominal

2 charges to the public, the amount determined in

3 accordance with section 1814 (b) (2) ."

4 (c) Section 1903 (g) of such Act (as added by section

5 224 (b) and amended by section 227 (c) of this Act) is fur-

6 ther amended by striking out the period at the end of para-

7 graph (2) and inserting in lieu thereof "; or", and by
8 adding after paragraph (2) the following new paragraph:

9 "(3) with respect to any amount expended for in-

10 patient hospital services furnished under the plan to the

extent that such amount exceeds the hospital's customary

12 charges with respect to such services or (if such services

13 are furnished under the plan by a public institution free

14 of charge or at nominal charges to the public) exceeds

15 an amount determined on the basis of those items (speci-

16 fled in regulations prescribed by the Secretary) included

17 in the determination of such payment which the See-
18 retary finds will provide fair compensation to such insti-

19 tution for such services."

20 (d) Section 506 (f) of such Act (as added by section
21 224 (c) and amended by section 227 (d) of this Act) is

22 further amended by striking out the period at the end of para-
23 graph (2) and inserting in lieu thereof "; or", and by
24 adding after paragraph ('2) the following new paragraph:
25 "(3) with respect to any amount expended for in-
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I patient hospital services furnished under the plan to the

2 extent that such amount exceeds the hospital's customary

charges with respect to such services or (if such services

4 are furnished under th plan by a. public institution free

of charge or at nominal charges to the public) exceeds

6 an amount determined on the basis of those items (sped.-

7 fled in regulations prescribed by the Secretary) in-

8 eluded in the determination of such payment which the

9 Secretary finds will pTovide fair compensation to such

10 institution for such services."

11 (e) Clause (2) of the second sentence of section 509 (a)

12 of such Act (as amended by section 221 (c) (3) of this Act)

13 is further amended by inserting "(A) " before "the reason-

14 able cost", and by inserting after "under the project," the

15 following: "or (B) if less, the customary charges with

16 respect to such services provided under the project, or (C)

17 if such services are furnished under the project by a public

18 institution free of charge or at nominal charges to the public,

19 an amount determined on the basis of those items (specified

20 in regulations prescribed by the Secretary) included in the

21 determination of such reasonable cost which the Secretary

22 finds will provide fair compensation to such institution for

23 such services".

24 (f) The amendments made by subsections (a) and (b)

25 shall apply to services furnished by hospitals and extended



186

1 care facilities in accounting periods beginning after June 30,

2 1970 1971, and to services furnished by home health agen-

3 cies in accounting periods beginning after June 30, 1970

4 1971. The amendments made by subsections (c), (d), and

5 (e) shall apply with respect to services furnished in calendar

6 quarters by hospitals in accounting periods beginning after

7 June 30, 1970 1971.

8 INSTITUTIONAL PLANNING UNDER MEDICARE PROGRAM

9 SEC. 231. (a) The first sentence of section 1861 (e) of

10 the Social Security Act is amended—

11 (1) by striking out "and" at the end of paragraph

12 (7);

13 (2) by redesignating paragraph (8) as paragraph

14 (9);and
15 (3) by inserting after paragraph (7) the following

16 new paragraph:

17 "(8) has in effect an overall plan and budget that

18 meets the requiremen.ts of subsection (z) ; and".

19 (b) Section 1861 (f) (2) of such Act is amended to

20 read as follows:

21 "(2) satisfies the requirements of paragraphs (3)

22 through (9) of subsection (e) ;".

23 (c) Section 1861 (g) (2) of such Act is amended to

24 read as follows:

25 "(2) satisfies the requirements of paragraphs (3)

26 through (9) of subsection (e) ;".
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I (d) The first sentence of section 1861 (fl of such Act

2 is amended—

3 (1) by striking out "and" at the end of paragraph

4 (ia);

5 (2) by redesignathig paragraph (10). as paragraph

6 ('li);and
7 (3) by inserting after. paragraph (9) the followingS

8 new paragraph:

9 "(10) has in effect an overall plan and budget

10 that meets the requirements of subsection (z) ; and"..

11 (e) Section 1861 (*4 of such Act is amended.—

12 (1) by striking out "and' at the end of paragraph

13 (4);

14 (2) by redesignating paragraph (5) as paragraph

15 (6);and
16 (3) by inserting after paragraph (4) the following

17 new paragraph:

18 "(5) has in effect an overall plan and budget that

19 meets the requirements ofsubsection (z) ; and".
20 (f) Section 1861 of such Act is further amended by
21 adding at the end thereof the following new subsection:

22 "Institutional Planning

23 "(z) An overall plan and budget of a hospital, extended

24 care facility, or home health agency shall be considered suM-

25 eienti.f it—
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1 (1)' provides for an annual operating budget

2 which includes all anticipated income and expenses re-

3 lated to items which would, under generally accepted ac-

4 counting principles, be consIdered income and expense

5 items (except that nothing in this paragraph shall require

6 that there be prepared, in connection with any budget, an

7 item-by-item identification of each type of the components

8 of each such type of anticipated expenditure or income);

9 "(2) provides for a capital expenditures plan for at

10 least a 3-year period (including the year to which the

11 operating budget described in subparagraph (1) is ap-

12 plicable) which includes and identifies in detail the an-

13 ticipated sources of financing for, and the objectives of,

14 each anticipated expenditure in excess of $100,000 re-

15 lated to the acquisition of land, the improvement of land,

16 buildings, and equipment, and the replacement, modem-

17 ization, and expansion of buildings and equipment which

18 would, under generally accepted accounting principles,

19 be considered capital items;

20 "(3) provides for review and updating at least
21 annually; and

22 "(4) is prepared, under the direction of the gov-

23 erning body of the institution or agency, by a committee

24 consisting of representatives of the governing body, the

25 administrative staff, and the medical staff (if any) of
26 the institution or agency."
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T (g) (1) Section 1814(a) (2) (C) and section 1814

2 (a) (2) (D) of such Act are each amended by striking out

"and (8) " and inserting in lieu thereof "and (9) ".

4 (2) Section 1863 of such Act is amended by striking

.5 out "subsections (e) (8), (f) (4), (g) (4), (j). (10)., and[

6 (o) (5)" and inserting in lieu thereof "subsections (e) (9)

7 (f) (4), (g) (4), (j) (11), and (o) (6)".

8 (h) Section 1865 of such Act is amended—

9 (1) by striking out "('except paragraph (6) there-

10 of)"in the first sentence and inserting in lieu thereof

11 "(except paragraphs (6) and (8) thereof) ", and

12. (2) by striking out the second sentence and insert-P

13 ing in lieu thereof the following: "If such Commission,.

14 as a condition for accreditation of a hospital, (1) re-

15 quires a utilization review plan as defined in section

16 1861 (k) or imposes another requirement which serves

17 substantially the same purpose, or (2) requires insti—

18 tutional plans a.s defined in section 1861 (z) or imposes:

19 another requirement which serves substantially the same

20 purpose, the Secretary is authorized to find that all

21 institutions so accredited by •the Commission comply

22 also with section 1861 (e) (6) or 1861 (e) (8), as the

23 case may be."

24 (i) The amendments made by this section shall apply

25 with respect to any provider of services for fiscal years (of
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1 such provider) beginning after the fI4th month following

2 the month in which thie 4et is cnactcd for fiscal years begin-

3 fling after June 30, 1971.

4 PAYMENTS TO STATES UNDER MEDICAID PROGRAMS FOR

5 INSTALLATION AND OPERATION OF CLAIMS PROC-

6 ESSING AND INFORMATION RETRIEVAL SYSTEMS

7 Sio. 232. (a) Section 1903 (a) of the Social Security

8 Act is amended by redesignating paragraph (3) as para-

9 graph (4) and by inserting after paragraph (2) the

10 following new. paragraph:

11 "(3) an amount equal to—

12 "(A) 90 per centum of so much of the sums

13 expended during such quarter as are attributable

14 to the design, development, or installation of such

15 mechanized claims processing and information re-

16 trieval systems as the Secretary determines are

17 likely to provide more efficient, economical, and

18 effective administration of the plan and to be corn-

19 patible with the claims processing and information

20 retrieval systems utilized in the administration of

21 title XVIII, including the State's share of the cost

22 of installing such a system to be used jointly in the

23 administration of such State's plan and the plan of

24 any other State approved under this title, and

25 "(B) 75 per centum of so much of the sums
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1 expended during such quarter as are attributable to

2 the operation of systems of the type described in

3 subparagraph (A) (whether or not designed, de-

4 veloped, or installed with assistance under such sub-

5 paragraph) which are approved by the Secretary

6 and which include provision for prompt written

7 notice to each individual who is furnished services

8 covered by the plan of the specific services so coy-

9 ered, the name of the person or persons furnishing

10 the services, the date or dates on which the services

11 were furnished, and the amount of the payment or

12 payments made under the plan on account of the

13 services; plus".

14 (b) The amendments made by subsection (a) shall

15 apply with respect to expenditures under State plans ap-

16 proved under title XIX of the Social Security Act made

17 after June 30, 1970 1971.

18 ADVANCE APPROVAL OF EXTENDED CE AND flO

19 IIEALTII COVERACE UNDER MEDICARE PROGRAM

20 Se 233. -(-a)- Section 1862 of the Social Sccurity Act

21 -(-as amended by sections 204 and 2.2.7-fa3- of this Act) is

22 further amended by adding at the end thereof the following

23 subsection:

24 "(c) (1) In any ease where post hospital extended eae
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1 services ei post hospital home health services aie furnished

2 to a individual and

3 "(A) a physician provides the certification referred

4 to in subparagraph -(-Q3- e (D) of section 1814 (a)

5 -(2), astheease may he7aRd theeondition of theindi-

6 ri&ial with respect to which such certification is made is

7 a conditioii designated in regulation1

8 "(B) such physician -(4i the ease of such oxtcndcd

9 eae services) submitted to the extended eare facility

10 which is to provide such scrvices prior to the admission

11 of such individual to such facility, a plan for the furnish

12 ing of such services, or -f the ease of such home health

13 services)- submitted to the heme health agency which

14 is to furnish such scrviccs prior to the first 4sit to such

15 individuaJ a plan specifying the type end frequency of

16 the services required, and

17 "-(n)- there is compliance with such other require—

18 ments en4 procedures as may be specified in regulations,

19 the previsions of paragraphs -(4-)- and -- of subscctio -
20 shall not apply -(except as may be provided in section 814

21 (4(!7)) for such periods of time, with rcspeet to such

22 conditions of the individua1 as may be prescribed in regu

23 ions—

24 "(2) n specifying the conditions included under

25 graph -(* and the periods feT which paragraphs -(4-)- and
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r -(p)- of sbseetion -(4 h4l not apply, the Secretary shair

2 take into account the medical seei4ty of such condition

3 the period over which such conditions generally require t

4 sciees specified in subparagraphs -(-C-)- and (D) of scctioir

5 1814 (a) (2), the length of stay in an institution gencrall

6 needed for the treatment of such conditions, and such other

7 factors affecting the type of eae to be provided as the

8 Secretary deems pertinent.

9 "(a) f the Secretary determines with respect to a

10 physician that such physician is submitting with some fre-

11 qucncy (A) erroneous certifications. that individuals have

12 conditions designatod in regulations as provided in this sub—

13 seotien or (Br)- plans fer providing sewiees which are in—

14 appropriate, the provisions of agraph -(-1-)- shall net apply,

15 after the effective dnte of such determination, in any case

16 which such physician submits a certification or plan re-

17 ferred to in subparagraph (A) or (B') of such paragraph."

18 -fb-)- Phe amendments made by this section shall be

19 effective with respect to adthissions to extended care fadii

20 ties and home health plans initiated, on or after January 4-5

21 1D74-;

22 PAYMENT FOR EXTENDED CARE AND HOME HEALTH

23 SERVICES

24 SEC. 233. (a) (1) Section 1814(a) (2) (C) of the So-

25 cial Security Act i8 amended by striking the phrase, "skilled

ll.R. 17550—7
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1 nursing care on a continuing ba.sü" and, inserting in hew

2 thereof, "post hospital institutional care which requires the

3 continuing availability' of skilled nursing and related skilled'

4 services";

5 (2) Section 1814 of' such Act ("as amended by' sectiOn

6 226 of this Act) is amended by' adding at the end 'thereof

7 the following new subsections:

8 "Payment for Posthospital Extended Care Services

9 "(h) An individual shall be presumed to require the

10 care specified in subsection (a) (2) (C) of this section and'

11 payment shall be made to an extended care facility (subject'

12 to the provisions of section 1812) for posthospital extended

13 care services which are furnished by such facility to such

14 individual' if—

15 "(1) the certification referred to in subsecticn (a)

16 (2) (C) of this section is submitted for approval in timely

fashion prior to the time of admission of such individual

18 to such extended care facility, and

19 "(2) such certification is accompanied by (A) a

20 plan of treatment for providing such services, and (B)

21
as may be required by regulations, an estimate of the

22 period for which such services will be required, and

23 "(3) there has not been a finding prior to or at the

24 .
time of such admission by a revw'w group deszq-
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nated by the Secretary that such individual does not

2 require the care specifled in subsection (a) (2) (0) of

3 this section,

4 but only for services fttrnished.—

5 "(4) during the first ten days of the individuai

6 stay in the extended care facility, or

"(5) if less, duriug such period as may be certified

8 under subparagraph (2) (B) or as. may be approved by

9 the review qrovp under paragraph (3).

10 A similar presumption and payment for services furnished

11 thereafter (for such iiunther of days as are specifically am

12 proved by the review group) shall be made pur&uant to the

13 preceding sentence if, prior to the third (lay before the last

14 day for which such payment may be made or (if earlier) a

15 day specified by such review group, appropriate medical and

16 related evidence is submitted on the basis of which such review

17 group finds that such individnal continues to require for a

18 period determined in accordance with paragraph (4) or (5)

19 the cure specified in subsection (.a) (2) (C) of this section;

20 except that where such evidence is submitted in timely fashion

21 but does not support such a finding, payment may be made

22 for such services as are furnished by such extended care fa-

23 cility before the third day after the day on which such facility

24 receives notice of the review group's determination.
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1 "Payment for Post hospital Home Health Services

2 "(i) An individual shall be presumed to require the

3 services specified in subsection (a) (2) (D) of this section

4 and payment shall be made to a home health agency (subject

5 to the provisions of section 1812) for post hospital home

6 health services furnished by such agency to such individual

7 if—

8 "(1) the certification and plan referred to in sub-

9 section (a) (2) (D) of this section, accompanied by such

10 estimate of the number of visits which will be required

11 by such individual as may be required in regulations, is

12 submitted in timely fashion prior to the first visit by

13 such agency, and

14 "(2) there has not been a finding prior to such first

15 visit by a review group designated by the Secretary that

16 such individual does not require skilled nursing care on

17 an intermittent basis or physical or speech therapy,

18 but only for services furnished—

19 "(3) during the first ten such visits, or

20 "(4) if less, for such number of visits as may be

21 certified under paragraph (1) and as may be approved

22 by the review group under paragraph (2).

23 A similar presumption and payment for services furnished

24 (for such number of visits as are specifically approved by the
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1 review group) during subsequent visits by such agency shall

2 be made pursuant to the preceding sentence if, prior to the

3 seventh day before the final visit for which such payment may

4 be made or (if earlier) a day specified by such review group,

5 appropriate medical and related evidence is submitted on the

6 basis of which such review group finds that such individual

7 continues for a number of visits determined in accordance with

8 paragraph (3) or (4) to require skilled nursing care on

9 an intermittent basis or physical or speech therapy; except

10 that where such evidence is submitted in timely fashion, but

does not support such a finding, payment may be made for

12 such services as are furnished by such home health agency

13 before the day on which such agency receives notice of the

14 review group's determination."

15 (3) Section 1835 of such Act is amended by adding at

16 the end thereof the following new subsection:

17 "(e) An individual shall be presumed to require the

18 services specified in subsection (a) (2) (A) of this section and

19 payment shall be made to a home health agency (subject to

20 the provisions of section 1832) for home health services fur-

21 nished by such agency to such individual if—

22 "(1) the certification and plan referred to in sub-

23 section (a) (2) (A) of this section, accompanied by such

24 estimate of the number of visits which will be required
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1 by such individuals as may be required by regulations,

2 is submitted in timely fashion prior to the first visit &y

3 such agency, and

4 "(2) there has not been a finding prior to such

5 first visit by a review group designated by the Secretary

6 that such individual does not require skilled nursing care

7 on an intermittent basis or physical or speech therapy,

8 but only for services furnished—

9 "(3) during the first ten such visits, or

10 "(4) if less, for such number of such visits as may

11 be certified under paragraph (1) or as may be approved

12 1y the review group under paragraph (2).

13 Payment for services furnished during subsequent visits (for

14 such number of visits as are specifically approved by the

15 review group) by such agency shall be made pursuant to the

16 preceding sentence if, prior to the seventh day before the final

17 visit for which such payment may be made or (if earlier) a

18 day specified by such review group, appropriate medical and

19 related evidence is submitted on the basis of which such review

20 group finds that such individual continues to require for a

21 number of visits determined in accordance with paragraph

22 (3) or (4) skilled nursing care on an intermittent basis or

23 physical or speech therapy; except that where such evidence is

24 submitted in timely fashion, but does not support such a find-

25 ing, payment may be made for such services as are furnished
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1 by such home health agency before the day on which such

2 agency receives notice of the review group's determination.

3 The amendments made by this section shall apply to plans of

4 care initiated after June 30, 1971."

5 PROIIIBITION AGAINST REASSIGNMENT OF CLAIMS TO

6 BENEFITS

7 Sio. 234. (a) Section 1842 (b) of the Social Security

8 Act is amended by adding at the end thereof the following

9 new paragraph:

10 "(5) No payment under thie part fei a sei'viec povidod

11 to ay individual shall (cxcept os provided in section 1870)

12 be made to anyone other than such individuid oi' (pursuant

13 to a assignment described hi subparagraph -(B) (II) of

14 paragraph (-3) the physician ei other person who provided

15 the service, cxccpt tha,t payment may he made (A) to the

16 for a service shall be made pursuant to an assignment under

17 subparagraph (B) (ii) of paragraph (3) of this subsection

18 or under subsection (f) of section 1870 to anyone other than

19 the physician or other person who furnishes the service, ex-

20 cept that payment may be made (A) to the employer of such

21 physician or other person if such physician or other person

22 is required as a condition of his employment to turn over

23 his fee for such service to his employer, or (B) (where

24 the service was provided in a hospital, clinic, or other

25 facility) to the facility in which the service was provided
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1 if there is a contractual arrangement between such physi-

2 cian or other person and such facility under which such

3 facility submits the bifi for such service."

4 (b) Section 1902 (a) of such Act is amended—

5 (1) by striking out "and" at the end of paragraph

6 (29);

7 (2) by striking out the period at the end of para-

8 graph (30) and inserting in lieu thereof "; and"; and

9 (3) by inserting after paragraph (30) the follow-

10 ing new paragraph:

11 "(31) provide that no payment under the plan for

12 any care or service provided to an individual by a phy-

13 sician, dentist, or other individual practitioner shall be

14 made to anyone other than such individual or such phy-

15 sician, dentist, or practitioner, except that payment may

16 be made (A) to the employer of such physician, dentist,

17 or practitioner if such physician, dentist, or practitioner is

18 required as a condition of his employment to turn over

19 his fee for such care or service to his employer, or (B)

20 (where the care or service was provided in a hospital,

21 clinic, or other facility) to the facility in which the care

22 or service was provided if there is a contractual arrange-

23 ment between such physician, dentist, or practitioner and

such facility under which such facility submits the bill

25 for such care or service."
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1 (c) The amendment made by subsection (a) shall ap•-

2 ply with respect to bills submitted and requests for payments

3 made after the date of the cnactmcnt of 1hi et February

4 28, 1971. The amendments made by subsection (b) shall

5 be effective July 1, 1971 (or earlier if the State plan so

6 provides).

7 UTILIZATION REVIEW REQUIREMENTS FOR HOSPITALS AND

8 SKILLED NURSING HOMES UNDER MEDICAID AND MA-

9 TERNAL AND CHILD HEALTH PROGRAMS

10 SEC. 235. (a) (1) Section 1903 (g) of the Social Se-•

11 curity Act (as added by section 224 (b) and amended by

12 sections 227 (c) and 230 (c) of this Act) is further amended

13 by striking out the period at the end of paragraph (3) and

14 inserting in lieu thereof "; or", and by adding after para

15 graph (3) the following new paragraph:

16 "(4) with respect to any amount expended for care

17 or services furnished under the plan by a hospital or

18 skilled nursing home unless such hospital or skilled nurs-

19 ing home has in effect a utilization review plan which

20 meets the requirements imposed by section 1861 (k) for

21 purposes of title XVIII; and if such hospital or skilled

22 nursing home has in effect such a utilization review plan

23 for purposes of title XVIII, such plan shall serve as the

24 plan required by this subsection (with the same stand-



202

1 ards and procedures and the same review committee or

2 group) as a condition of payment under this title."

3 (2) Section 1902 (a) (30) of such Act is amended by

4 inserting "(including but not limited to utilization review

5 plans as provided for in section 1903 (g) (4) )" after "plan"

6 where it first appears.

7 (b) Section 506 (f) of such Act (as added by section

8 224 (c) and amended by sections 227 (d) and 230 (d) of

9 this Act) is further amended by striking out the period at

10 the end of paragraph (3) and inserting in lieu thereof ";

or", and by adding after paragraph (3) the following new

12 paragraph:

13 "(4) with respect to any amount expended for
14 services furnished under the plan by a hospital unless
15 such hospital has in effect a utilization review plan which

16 meets the requirement imposed by section 1861 (k) for
17 purposes of title XVIII; and if such hospital has in
18 effect such a utilization review plan for purposes of title
19 XVIII, such plan shall serve as the plan required by
20 this subsection (with the same standards and procedures
21 and the same review committee or group) as a condition
22 of payment under this title."

(c) (1) e amen ents made y subsections (a) (1)
24 and (b) shall apply with respect to services furnished in
25

calendar quarters beginning after June 30, 1971.



203

1 (2) The amendment made by subsection (a) (2) shall

2 be effective July 1, 1971.

3 ELIMINATION OF REQUIREMENT THAT COST-SHARING

4 CHAR(Th IMPOSED ON INDIVIDUALS OTI[ER THAN CASH

5 RECIPIENTS UNDER MEDICAID BE RELATED TO TRFA[R

6 INCOME

7 SEC. 236. (a) Section 1902 (a) (14) of the Social

8 Security Act is amended to read as follows:

9 "(14) provide that in the case of individuals re

10 ceiving aid or assistance under State plans approved

11 under titles I, X, XIV, and XVI, and part A of title

12 IV, no deduction, cost sharing, or similar charge will

13 be imposed under the plan on the individual with respect

14 to services furnished him under the plan;".

15 (b) The amendment made by subsection ta) shall be

16 effective January 1, 1971 (or earlier if the State plan so

17 provides).

18 NOTIFICATION OF UNNECESSARY ADMISSION TO A HOSPI-

19 TAL OR EXTENDED CARE FACILITY UNDER MEDICARE

20 PROGRAM

21 SEC. 237. (a) Section 1814 (a) (7) of the Social Secu-

22 rity Act is amended by striking out "as described in section

23 1861 (k) (4)" and inserting in lieu thereof "as described

24 in section 1861 (k) (4), including any finding made in the
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1 course of a sample or other review of admissions to the

2 institution".

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

4 with respect to services furnished after the second month fol-

5 lowing the month in whith this Act i enacted.

6 USE OF STATE HEALTH AGENCY TO PERFORM CERTAIN

7 FUNCTIONS UNDER MEDICAID AND MATERNAL AND

8 CHILD HEALTH PROGR4MS

9 SEC. 238. (a) Section 1902 (a) (9) of the Social Secu-

10 rity Act is amended to read as follows:

11 "(9) provide—

12 "(A) that the State health, or other appropri-

13 ate State medical, agency (whichever is utilized by

14 the Secretary for the purpose specified in the first

15 sentence of section 1864(a)) shall be responsible for

16 establishing and maintaining health standards for

17 private or public institutions in which recipients of

18 medical assistance under the plan may receive care

19 or services, and

20 "(B) for the establishment or designation of a

21 State authority or authorities which shall be respon-

22 sible for establishing and maintaining standards,

23 other than those relating to health, for such in-

24 stitutions;".
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1 (b) Section. 902 (a) of such Act (as amended by

2 section 234 (b) of this Act) is further amended—

3 (1) by striking out "and" at the end of paragraph

4 (30);

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

6 graph (31) and inserting in lieu thereof "; and"; and

7 (3) by inserting after paragraph (31) the follow—

8 ing new paragraph:

9 "(32) provide—

10 "(A) that the State health agency, or other'

11 appropriate State medical agency, shall be resrpon

12 sible. for establishing 'a plan, consistent with regu-

13 lations prescribed by the Secretary, for the review

14 by appropriate professional health persunnel of the

15 appropriateness and quality of care and services fur-

16 nished to recipients of medical assistance under the

17 plan in order to provide guidance with respect

18 thereto in the administration of the plan to the State

19 agelicy established or designated pursuant 'to para-

20 graph (5) and, 'where applicable, to the State

21 agency described iii the 1at sentence of this sub-

22 section; and

23 "(B) that the State health agency, or, if the
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1 services of another State or local agency are being

2 utilized by the Secretary for the purpose specified

3 in the first sentence of section 1864 (a), such other

4 agency, will perform for the State agency adminis-

5 tering or supervising the administration of the plan

6 approved under this title the function of determining

7 whether institutions and agencies meet the require-

8 ments for participation in the program under such

9 plan."

10 (c) Section 505 (a) of such Act is amended—

11 (1) by striking out "and" at the end of paragraph

12 (13)

13 (2) by striking out the period at the end of para-

14 graph (14) and inserting in lieu thereof "; and "; and

15 (3) by adding after paragraph (14) the following

16 new paragraph:

17 "(15) provides—

18 "(A) that the State health agency, or other ap-

19 pro priate State medical agency, shall be responsible

20 for establishing a plan, consistent with regulations

21 prescribed by the Secretary, for the review by
22 appropriate professional health personnel of the
23 appropriateness and quality of care and services

24 furnished to recipients of services under the plan
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1 and, where applicable, for providing guidance with

2 respect thereto to the other State agency referred

3 to in paragraph (2) ; and

4 "(B) that the State 'health agency, or, if the

5 services of another State or local agency are be+g

6 utilized by the Secretary for the purpose specified in

7 the first sentence of section 1864 (a), such other

8 agency, will perform the function of determining

9 whether institutions and agencies meet the require-

10 ments for participation in the program under the

11 plan under this title."

12 (d) The amendments made by this section shall be efiec-

13 tive July 1, 1971.

14 PAYMEN1PS ø IU3IALTII MAINTENANCE 0110 ANIZATIQNG

15 SEc. 239. -fo)- Title XVIII of the Social Sccurity Aet

16 is amended by adding after section 1875 the following iew

17 section:

18 "PAYTJ[ENTS ZPO IALTII MAINTDNANCE O11OANIZATIONB

19 "SEc. 1876. (a) (1) I liei* of amounts which would

20 otherwise be payable pursuant to seetions lSlffb)- and 1833

21 (a), the Secretary is authorized to determine, by actuarial

22 methods as provided in this section, with rcspeot to any

23 hcalth maintenance organization, a combined pact A and

24 pact prospective, pec pita cate of payment fec services
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1 providcd fo cnrollecs in iieh organization who aie cntitlcd

2 to hospital insuranec benefits undcr part 4 and enrolled for

3 medical insurance benefits undcr part B

4 "(2) Such rate of payment shall be dctermincd annu

5 ally in accordanec with rcgu1ations taking into account the

6 health maintenance organization's premiums with respect to

7 its other cnrollccs (with appropriate actuarial adjustments

8 to reflect the difference in uti1iation bctwccn its mcmbcrs

9 who are under age 6 and its members who are age 6 and

10 over) and such other pertinent factors as the Secretary may

11 prescribe in regulations and shall he designed to provide

12 payment at a level net to exceed 0 per centurn of the

13 amount that the Secretary estimates (with appropriate ad-

14 justmcnts to assure actuarial equivalence) would he pay

15 able for services covered under this title if such services

16 were to be furnished by other than health maintenance

17 organizations.

18 '-(3)- Ihe payments to health maintenance organiza

19 tions under this snbparagraph shall be made from the Fed

20 en4 Hospital Insurance Trust Fund and the Federal Sup-

21 plcrncntary Medical Insurance Trust Fund. The portion of

22 such payment to such an organization for a month to be paid

23 by the latter trust fund shall he equal to 200 percent of

24 the product of (A) the number of covered enrollees of such

25 organization for such month, and (B) the monthly premium
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1 "(5) has onrolled mcmbers at least half of whom

2 consist of individual under age 6-

3 "(s) has arningcmcnts for assuring that the health

4 services required by its members are received promptly

5 a&4 appropriately an4 that the services that are received

6 measure p to quality standards which it establishes in

7 accordance with regulations; and

8 "-(-7)- has aa open enrollment period at least once

9 every two years, under which it accepts eligible persons

10 -(-as defined under subsection (d)) without undcrwrit

11 ing restrictions and e a first come first accepted basis

12 p to the limit of its capacity (unless to do so would

13 result in failure to meet the requirement of para

14 graph-(-5)).

15 "(o) the benefits provided to an individual under this

16 seetion shall consist of—

17 "(1) entitlement to have payment made on his

18 behalf for all services described in section 1812 and see-

19 tion 1832 which are furnished to him by the health

20 maintenance organization with which he is enrolled pur-

21 ouaint to subsection -fe)- of this section; and

22 "(2) entitlement to have payment made by such

23 health maintenance organization to him or on his behalf

24 for such emergency services -fes defined in regulations)

25 as may be furnished to him by a physieian supplicr, or
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I provider of scrviocs other than the health maintcntbnoe

2 organization with which he is cnrolled.

3 -f43- Subject to the rovision of subsection (c), every

4 indlividual who is cntitlcd to hospital insurance bcncfit9 under

5 paa4 A ai4 is enrolled for medical insuranee benefits imdcr

6 paxrti shall be digibic to enroll with a health maintenance

7 organization -fas defined in subsection (b) )- which serves the

8 geographic area in which such individual resides.

9 "(c)- An individual may enroll with a health mainte

10 nance organization under this scotion and may terminate

11 oath enrollment, as nay be prescribed by regulations.

12 --(4)- Any individual enrolled with a health mthntenancc

13 organization under this section who is dissatisfied by reason

14 of his failure to receive without additional eoot to hint any

15 health service to which he believes he is entitled shall, if

16 the amount in controversy is $100 or more, be entitled to a

17 hearing before the Secretary to the same extent as is pro-

18 vided in section 205 (b)- and in aiw such hearing the Score-

19 tary shall make such health maintenance organization a party

20 thcreto Ef the amount in controversy is $1,000 or more such

21 individual or health maintenance organization shall be en-

22 titled to judicial rei4ew of the Secretary's final decision after

23 such hearing as is provided in section 205 (g).

24 £-fg)-f14 M the health maintenance organization pro—

25 vides its enrollees under this section only the services do-



212

1 scribcd in uubscction (c), itw prcmium rate for such cnrollccs

2 shall net cxcccd the actuarial value of the cost sharing pro—

3 visions applicabic under part A arid part B

4 "(2-)- If the health maintcnancc organization provides

5 its cnrollccs under this section with additional services ovcr

6 those described in ubcction (e), it shall furnish such en-

7 rollccs with information as to the division of its premium rate

8 between the portion applicable to sueh additionaI services

9 and the portion applicable to the services dcscribcd in sub-

10 section -(-e-)- subject to the limitation that the latter portion

11 may not exceed the actuarial value of the cost sharing pro-

12 visions applicable under tart A arid part BT-

13 -fb3- Section 1866 of such Aet is amended by adding

14 at the end thereof the following new subsection:

15 --ff- For purposes of this scction the term 'provider

16 services' shall include a health maintenance organisation

17 if such organization meets the requirements of section 187&"

18 -(4 Notwithstanding the previsions of section 1833 of

19 the Soeia4 Security Act, any health maintenance

20 tion which has entered into an agreement with the Secre

21 tory pursuant to section 1866 of such Act shall, for the
22 duration of such agreement, be entitled to reimbursement

23 only as provided in section 1876 of such Act.

24

_______ ________ ____ _____

-(4)- Phe effective date of any agreement with any health

25 maintenninee organization pursuant to section 1-866 of such
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1 Aet shall be spccified in such agreement pursuant to rcguhi'

2 tions.

3 (c) (1) Section 1814 (a) of such Act is amended by

4 striking oat "Except as provided in subsection (d) ," an4

5 inserting in ll theeef the following: "Exccpt as provided

6 in subsection -(-43- o in section 1876,".

7 -(-2-)- Section 11833 (a) of such A:et is amended by striking

8 eat "Subjcct to a4 inserting in lisa thcrcof the following:

9 "Except as provided in cction 1876, a.iid sttheet to

10 -(-3.)- Section 1866 (b) (2) of such Act is amcnidd by

11 inserting alter 4864- in clause (B) the following: "(or of

12 in the ease of a health maintenance orgaLni

13 zation)".

14 -(43- The amendments made by this section shall be cifee

15 tie with respect to services provided oa ei after January

16 4- 971.

17 PAYMENT TO HEALTH MAINTENANCE ORGANIZATIONS

18 SEC. 239. (a) Title XVIII of the Social Security Act

19 is amended by adding after section 1875 the following new

20 .9ectwn:

21 "PAYMENTS TO HEALTH MAINTENANCE ORGANIZATIONS

22 "SEc. 1876. (a) (1) In lieu of amounts which would

23 otherwise be payable pursuant to sections 1814(b) and 1833

24 (a), the Secretary is authorized to determine, as provided in
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I this section, with respect to any health maintenance organiza-

2 tion, a prospective per capita rate of payment—

3 "(A) for services provided under parts A and B

4 for individuals enrolled with such organization pursuant

5 to subsection (e) who are entitled to hospital insurance

6 benefits under part A and enrolled for medical insurance

7 benefits under part B, and

8 "(B) for services provided under part B for in-

9 dividuals enrolled with such organization pursuant to

10 subsection (e) who are not entitled to benefits under part

11 A but who are enrolled for benefits under part B.

12 "(2)(A) Each such rate of payment shall be deter-

13 mined annually in accordance with regulations, based on

14 established actuarial methods taking into account the health

15 maintenance organization's premiums with respect to its other

16 enrollees (with appropriate actuarial adjustments to reflect

17 the difference in utilization of resources between its members

18 who are under age 65 and its members who are age 65 or

19 over) and such other pertinent factors as the Secretary may

20 prescribe in regulations, and shall be designed 'to provide

21 payment at a level not to exceed the lesser of—

22 "(i) The portion of such organization's net premium

23 with respect to its members who are under age 65 which

24 represents its average per capita cost of providing bene-

25 fits to such memhpr.c (excluding administrative expenses),

26 adjusted to the extent necessary to reflect the difference
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I in. utilization of services between. its members who are'

2 under age 65 and its members who are age 65 or over,

3 and also, in the selection of ri1g arising from under-

4 writing procedures, plus—'

5 "CI) A percentage of such. adjusted net premiuni

6 equal to the percentage by which such or ganization'

7 weighted average premium with respect to its mern-

8 bers who are under age 65 exceeds the portion of

9 such premium. which represents such organization's

10 average per capita cost of providing services to such

11 members and its administrative expenses, or

12 "(ii) If less, 150 per centum of the dollar

13 amount by which such organization's weighted aver-

14 age premium rate with respect to members who re

15 under age 65 exceeds the portion of such premium

16 rate which represents such organization's average

17 per capita cost of providing services to them and its

18 administrative expenses, or

19 "(ii) Ninety-five per centum of the amount which

20 the Secretary estimates (with approprinte adjustment to

21 assure actuarial equivalence) would otherwise be pay-

22 able under this title for costs of such services (excluding

23 administrative expenses) if they were furnished by other

24 than health maintenance organizations.

25 "(B) In addition to the amount determined pursuant to
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1 subparagraph (A), there shall be payable to a health main-

2 tenance organization a reasonable allowance for its adminis-

3 trative costs which are not normally incurred by providers of

4 services (as defined in requlations). Such allowance shall,

5 however, in no case exceed 95 per centum of the national aver-

6 age (determined on a per capita basis) of administrative costs

7 incurred by organizations described in sections 1816 and

8 1842, as determined by the Secretary on the basis of recent

9 reliable data.

10 "(C) If the conditions specified in subparagraph. (D)

are met, the Secretary may pay any health maintenance

12 organization at the 95 per centuni actuarially equivalent

13 rate specified in clause (ii) of subparagraph (A) even

14 though it may be larger than the rate specified in clause (i),

15 plus an allowance for administrative expenses as specified

16 in subparagraph (B).

17 "(D) Payment at the rate specified in subparagraph

18 (C) may be made to a health maintenance organization only

19 if such organization provides the Secretary with satisfactory

20 assurance that any amounts attributable to the difference be-

21 tween payment at such rate and payment at the rate specified

22 in subpçiragraph (A) will be used in full by such organization

23 for providing its enrollees under this section benefits in addi-

24 tion to those specified in subsection (c) or reducing the

25 premium rates charged to such enrollees pursuant to sub-

26 section (g).
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1. "(3) The payments to health maintenance organiza-

2 tions under this subsection for each month shall be made from

3 the Federal Hospital Insurance Trust Fund and the Fed-

4 eral Supplementary Medical Insurance Trust Fund, as fol-

5 lows: The amount payable to such an organization for such

6 a month from the Federal Supplementary Medical Insurance

7 Trust Fund shall be equal to 200 percent of the product of

8 (A) the number of individuals enrolled under subsection

9 (e) with such organization for such month, and (B) the

10 monthly premium for supplementary medical insurance ap-

11 plicable for such month under section 1839 (b) (2). The re-

12 mainder of such payment for such month to such organiza-

13 tion shall be paid by the Federal Hospital Insurance Trust

14 Fund. For limitation on Federal participation for capital

15 expenditures which are out of conformity with a corn prehen-

16 sive plan of a State or areawide planning agency, see sec-

17 tion 1122.

18 "(b) The term 'health maintenance organization' means

19 a public or private organization which—

20 "(1) provides, either directly or through arrange-

21 ments with others, health services to individuals enrolled

22 with such organization under subsection (e) on a per

23 capita prepayment basis;

24 "(2) provides, to the extent applicable in subsection

25 (c) (through institutions, entities, and persons meeting
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1 the applicable requirements of section 1861), all of the

2 services and benefits covered under parts A and B of

3 this title;

4 "(3) provides physicians' services (A) directly

5 through physicians who are either employees or partners

6 of such orqanization, or (B) under arrangements with

7 one or more groups of physicians (organized on a group

8 practice or individual practice basis) under which each

9 such group is reimbursed for its services primarily on the

10 basis of an aggregate fixed sum. or on a per capita basis,

11 regardless of whether the individual physician members of

12 any such group are paid on a fee-for-service or other

13 basis;

14 "(4) demonstrates to the satisfaction of the Secre-

15 tary proof of financial responsibility and proof of ca

16 pability to provide comprehensive health care services, in-

17 cluding institutional services, efficiently, effectively, and

18 economically;

19 "(5) except as provided in subsections (h) and (i),

20 has enrolled members at least half of whom are individ-

21 uals under age 65;

22 "(6) has arrangements for assuring that the health

23 services required by its members are received promptly

24 and appropriately and that the services which are re-

25 ceived meet standards of quality which it establishes in

26 accordance with regulations:
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1 "p7) h'as an open enrollment period at least

2 every year under which it accepts 'p o the limits of

3 its capacity and without restrictions, except as may be

4 authorized in regulations, individuals who are eligible to

5 enroll under subsection (d) in the order in which they'

6 apply for enrollment (unless to do so would result in

7, failure to meet the reqn irenient af paragraph (5)); and

8 ' (8) (A) ha.s an enrollment of 'not less than 10,000

9 'mem;her,. or as determined by' the Secretary) is cx-

10 pected lo have swch enrollment within 3 yeans from the'

11 (late such determination is macic and (B) i expected to

12 m,q,n fain such enrollment.

13 "(c) The benefits provided under this section shall con—

14 sist of—

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

16 to hospital insurance benefits, under part A and enrolled

17 for medical insurance benefits under part B—

18 "(A) entitlement to have payment made on hi3

19 behalf for all services described in section 1812 and

2 section 1832 which are furnished to him by th

21 health 'maintenance organization with which he is

22 nroiled pursuant to subsection (e) of this section;

23

24 "(B) entitlement to have payment made by such

25 health maintenance organization to him or on his
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1 behalf for such emergency services and prescribed

2 maintenance therapy (as defined in regulations) as

3 may be furnished to him by a physician, supplier,

4 or provider of services, other than the health mainte-

5 nance organization with which he is enrolled;

6 "(2) in the case of an individual who is not entitled

7 to hospital insurance benefits under part A but who is

8 enrolled for medical insurance benefits under pairt B,

9 entitlement to have payment made for services described

10 in paragraph (1), but only to the extent that such serv-

11 ices are also described in section 1832.

12 "(d) Subject to the provisions of subsection (e), every

13 individual described in subsection (c) shall be eligible to

14 enroll with a health maintenance organization (as defined

15 in subsection (b)) which serves the geographicarea in which

16 such individual resides.

17 "(e) An individual may enroll with a health mainte-

18 nance organization under this section, and may terminate such

19 enrollment, as may be prescribed by regulations.

20 "(f) Any individual enrolled with a health maintenance

21 organization under this section who is dissatisfied by reason of

22 his failure to receive without additional cost to him any health

23 service to which he believes he is entitled shall, if the amount

24 in controversy is $100 or more, be entitled to a hearing before

25 the Secretary to the same extent as is provided in section 205

26 (b). In any such hearing the Secretary shall make such
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1 health maintenance organization a party thereto. If the

2 amount in controversy is $1,000 or more, such individual or

3 health maintenance organization shall be entitled to judicial'

4 review of the Secretary's final decision after such hearing as

5 provided in section 205(g).

6 "(g) (1) If the health maintenance organization pro

7 vided its enrollees under this section only th services d&-

8 sen bed in subsection (c), its premium' rate for such enrollees

9 shall not exceed the actuarial value of the deductible and coin.'—

10 surance 'which would otherwise be applicable to such enrollees'

11 under part A and part B, if they were not enrolled under this

12 section.

13 "(2) A health maintenance organization may provide

14 additional services for which premium charges my be made,

15 but such charges must be reasonable as determined by the

16 Secretary in accordance with regulations. If the health main-

17 tenance organization provides to its enrollees under this sec-

18 tion services in addition to those described in subsection (c), it

19 shall furnish such enDóllees with information on the portion

20 of its p're'mium rate applicable to such additional services and

21 the portion applicable to the services descri be ci in subsection,

22 (c). Such portion applicable t the sent5ices described in sub--

23 8ection (c) may not exceed the actuarial value, of the deduct-V

24 ible and coinsurance which would otherwise be applicable

25 to such enrollees under part A and part B if they u'ere not

26 enrolled under this section.
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1 "(h) The provisions of pardgraph (5) of subsection

2 (b) shall not apply with respect to any health maintenance

3 organization for such period not to exceed five years from the

4 date such organization enters into an agreement with the

5 Secretary pursuant to subsection (j), as the Secretary may

6 permit, but only so long as such organization demonstrates

7 to the satisfaction of the Secretary by the subm.ission of its

8 plans for each year that it is making continuous efforts and

9 progress toward achieving compliance with the provisions of

10 such paragraph (5) within such five year period.

11 "(i) The Secretary may waive the requirements of para-

12 graph (5) of subsection (b) with respect to any health main-

13 tenance organization if he finds that such organization has

14 made reasonable efforts to achieve compliance with such para-

15 graph and, that because of its geographic location or other

16 circumstances beyond its control, such organization would be

17 unable to achieve compliance with such paragraph except

18 through a reduction of enrollment under this section.

19 "(j) (1) The Secretary is authorized to enter into a

20 contract with any health maintenance organization which

21 undertakes to provide, on a per capita prepayment basis, the

22 services described in section 1832 (and section 1812, in the

23 case of individuals who are entitled to hospital insurance

24 benefits under part A) to individuals enrolled with such

25 organization pursuant to subsection (e).
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1 "(2) Each contnaot under this section shall be for a' term'

2 at least one year, as determined by the Secretary, and may be'

S made automatically renewable from term to term in the absence

4 of notice by either party of intention to terminate at the end of

5 the ctrrent term; except tHat th.e Secretary may terminate any'

6 such contract at any time ('afteir such, reasonable notice and

7 opportunity for hearing to the health maintenance organiza-

8 tion involved as he may provide in regulations)i if he findè

9 that the health maintenance organization has failed substan-

10 tially to carry out the contract or is carrying out the contract

-- in a manner inconsistent with the efficient and effective adi-

12 ministration of this section.

13 "(3) The effective date of any contract executed pursu—

14 ant to this subsection shall be specified in such contract pursu-

15 ant to regulations.

16 "(4) Payment for services provided by any health main-

17 tenance organization to eligible enrollees under the contrar

18 shall be made pursuant to subsection (a) (2) except that if

19 the Secretary determines within a three year period following

20 the termination of any accounting period of any such organi-

21 zation that the estimates made pursucrnt to subsection (a) (2)

22 were substantially incorrect, because they were based upon

23 erroneous data or because actuarial assumptions were mate-

'24 rially different from the actual experience with the result

that such organization received substantially more or less
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I than it should have received pursuant to subsection (a) (2),

2 the Secretary is authorized to make appropriate retroactive

: adjustments in such payments.

4 "(5) Each contract under this section—

5 "(A) shall provide that the Secretary, or any per-

6 son or organization designated by him—

7 "(i) shall have the right to inspect or otherwise

8 evaluate the quality,, appropriateness, and timeliness

9 of services performed under such contract; and

10 "(ii) shall have the right to audit and inspect

11 any books and records of such health maintenance

12 organization which pertain to services performed

13 under such contract; and

14 "(B) shall contain such other terms and conditions

15 not inconsistent with this section as the Secretary may

16 find necessary."

17 (b) Notwithstanding the provisions of section 1814 and

18 section 1833 of the Social Security Act, any health mainte-

19 nance organization which has entered into an agreement with

20 the Secretary pursuant to section 1876 of such Act shall,

21 for the duration of such agreement, be entitled to reimburse-

22 ment only as provided in section 1876 of such Act for in-

23 dividuals who are members of such organization; except that

24 with respect to individuals who were members of such organi-
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1 zation prior to July 1, 1971, and who, although eligible to

2 have payment made pursuant to section 1876 of such Act

3 for services rendered to them, chose (in accordance with

4 regulations) not to have such payment made pursuant to such

5 section, the Secretary shall, for a period not to exceed three

6 years commencing on July 1, 1971, pay such organization

7 on the basis of prospective per capita rates, determined in

8 accordance with the provisions of section 1876(a) of such

9 Act, with appropriate actuarial adjustments to reflect the

10 difference in utilization of out-of-plan services between such

11 individuals aid individuals who are enrolled with such

12 organization pursuant to section 1876 of such Act.

13 (c) (1) Section 1814 (a) of such Act, as amended by

14 section 226(b) of this Act, is further amended by striking out

15 "Except as provided in subsections (d) and (g)," and insert-

16 ing in lieu thereof the following: "Except as provided in

17 subsections (d) and (g) and in section 1876,".

18 (2) Section 1833(a) of such Act is amended by striking

19 out "Subject to" and inserting in lieu thereof the following:

20 "Except as provided in section 1876 and subject to".

21 (d) The amendments made by this section shall be

22 effective with respect to services provided on or after July

23 1,1971.

Hit. 17550—8



1 IYNWORM HEALTH, SAFETY, ENVIRONMENTAL, AND STAFF-

2 ING STANDARDS FOR' EXTENDED CARE FACILITIES ANP

3 SKILLED NURSING HOMEff

4 SEC. 240. (a) Title XI of the Social Security Act (as

5 amended by section 221 of this Act) is further amended br

6 adding at the end thereof the following new section:

7 "UNIFORM HEALTH, SAFETY, ENVIRONMENTAL, AND STAFF-

8 INC STANDARDS FOR EXTENDED CARE FACILITIES AND

9 SKILLED NURSiNG HOMES

10 "SEC. 1123. (a) If any State has a State plan approved

11 under title XIX which imposes (as a condition for payment of

12 skilled nursing services under the plan) on nursing homes in

13 such Stcde standards with respect to health, safety, environ-

14 mental quality, or staffing which are higher than the standards

15 (relating to health, safety, environmental quality, or staffing)

16 which are imposed under title XVIII with respect to extended

17 care faciiities the Secretary shall impose, on the extended care

18 facilities, in such State, like standards as a condition of pay-

19 ment under title XVIII for extended care services provided

20 by such facilities.

21 "(b) In addition to the requirements imposed by law

22 as a condition of approval of any State plan under title XIX.

23 there is hereby imposed the requirement (and the plan shall

24 be deemed to require) that, as a condition of payment under

.25 the plan for skilled nursing home services provided by faciii-
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1. ties in such State, such facilities must meet the standards (r&-

2 lating to health, safety, environmental quality, and staffing)

3 applicable to facilities providing extended care services for

4 which payment may be made under title XVIII, if, and to the

5 extent that, such standards are higher than the standards (re-

6 lating to health, safety, environmental quality, and staffing)

7 which are otherwise imposed under the plan as a condition of

8 payment thereunder for skilled nursing home services."

9 (b) The amendments made by subsection (a) shall be ap-

10 plicable with respect to skilled nursing home services piovided

11 after June 30, 1971, under a State plan approved under title

12 XIX of the Social Security and extended care services pro-

13 vided after such date under title XVIII of such Act.

14 SIMPLIFIED REIMBURSEMENT OF EXTENDED CARE

15 FACILITIES

16 SEC. 241. (a) Section 1861 (v)(1) of the Social Secu-

17 rity Act is amended by—

18 (a) inserting "(A)" after "(v) (1)";

19 (b) inserting "(B)" immediately before "Such" the

20 first time it appears in the second paragraph thereof; and

21 (c) adding at the end the following new paragraph:

22 "(0) Such regulations may, in the case of ex-

23 tended care facilities in any State, provide for the

24 use of rates, developed by the State in which such

25 facilities are located, for the payment of the cost of



228

1 skilled nursing home services furnished under the

2 State's plan approved under title XIX (and such

3 rates may be increased by the Secretary on a class

4 or size of institution or on a geographical basis by a

5 percentage factor not in excess of 10 percent to

6 take into account determinable items or services or

7 other requirement under this title not otherwise in-

8 cluded in the computation of such State rates), if the

9 Secretary finds that such rates are reasonably related

10 to (but not necessarily limited to) analyses under-

11 taken by such State of costs of care in comparable

12 facilities in such State; except that the foregoing pro-

13 visions of this subparagraph shall not apply to any

14 extended care facility in such State if—

15 "(i) such facility is a distinct part of or

16 directly operated by a hospital, or

17 "(ii) such facility operates in a close, for-

18 mal satellite relationship (as defined in regula-

19 tions of the Secretary) with a participating hos-

20 pital or hospitals.

21 Notwithstanding the previous provisions of this para-

22 graph, in the case of an extended care facility speci-

23 fled in clause (ii) of this subparagraph, the reason-

24 able cost of any services furnished by such facility

25 as determined by the Secretary under this subsection
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I s1all not exceed 150 percent of the costs determined

2 by the application of this subparagraph (without re—

gard to suc4 clause (ii)).".

4 b) The amendments made by subsection (a) shall be

5 applicable only i the case of accounting periods beginning

6 after June 30, 1971.

7 WAIVER OF REQUIREMENT OF REGISTERED PROFESSIONAL

8 NURSES IN HOSPITALS IN RURAL AREAS

9 Siic. 242. Section 1861 (e) (5) of the Social Security

10 Act is amended by (1) inserting "(i)" after "(5)", (2) in-

11 serting "(ii)" after "and", and (3) adding at the end thereof

12 the following: "except that the Secretary is authorized to waive

13 the requirement of clause (i) of this paragraph for any one-

14 year periOd (or less) ending no later than December 31, 1975

15 with respect to any institution where immediately preceding

16 such period he finds that—

17 "(A) such instituion is located in a rural area and

18 the supply of hospital services in such area is not suf-

19 fiient to meet th€ needs of individuals residing therein,

20 and

21 "(B) the failure of such institwtion to qualify as a

22 hospital would seriously reduce the availability of such

23 services to beneficiaries in such area; and

24 "(C) such institution has made and continues to

25 make a good faith effort to comply with this paragraph,
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1 but sue/i corn piiànce is impeded by the lack of qualified

2 nursing personnel 'in such area; and

3 "(D) th'e riequirements of such clause (i) were met

4 for a regular daytime shift."

5 INDEPENDENT PROFESSIONAL REVIEW iN INTERMEDIATE

6 CARE FACILITIES

7 SEc. 24B. Section 1902(a) of the Social Security Act

8 (as amended by sections 234, 238, 251, and 253 of this Act)

9 is further amended (A) I striking out "and" at the end of

10 paragraph (31), (B) hystriking out the period at the end o

11 paragraph (33) and inserting in lieu of such period "; and",

12 and (C) by adding after paragraph (32) the following newt

13 paragraph:

14 "(33) Effective. July 1, 1971, provide (A) for a regu-

15 lar program of independent professional review (including

16 medical evaluation of each patient's need for intermediate

17 care) and a written plan of service prior to admission or

18 authorization of benefits in an intermediate care facility;

19 (B) for periodic inspections to be made in all intermediate

20 care facilities (if the State plan includes care in such institu—

21 tions) within the State by one or more. indepeident profes-

22 sional review teams (composed of physicians or registered

23 nurses and other -appropriate health and social service per-

24 sonnel) of (i) the care being provided in. such intermediate

25 care facilities to persons receiving assistance under the State
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1 plan, (ii) with respect to each of the patients receiving such

2 care, the adequacy of the services available in particular in-

3 ter'mediate care facilities to meet the current health needs and

4 promote the maximum physical well-being of patients re-

5 ceiving care in such facilities, (iii) the necessity and desira-

6 bility of the continued placement of such patients in such

7 facilities, and (iv) the feasibility of meeting their health care

S needs through alternative institutional or noninstitutional

9 services; and (C) for the making by such team or teams of

10 full and complete reports of the findings resulting from such

11 inspections, together with any recommendations to the State

12 agen'cy administering or supervising the administration of

13 the State plan."

14 DIRECT LABORATORY BILLING OF PATIENTS

15 SEC. 244. (a) Section 1833 (a) (1) of the Social Secu-

16 rity Act is further amended by—

17 (1) striking out "and" before "(B)";

18 (2) inserting before the semicolon at the end thereof

19 the following: ", and (C) with respect to diagnostic tests

20 performed in a laboratory for which payment is made

21 under this part to the labora tory, the amounts paid shall

22 be equal to 100 percent of the negotiated rate for such

23 tests (as determined pursuant to subsection (g) of this

24 section)".
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1 (b) Section 1833 of such Act is further amended by

2 adding at the end thereof the following subsection:

3 "(g) With respect to diagnostic tests performed in a
4 laboratory for which payment is made under this part to the

5 laboratory, the Secretary is authorized to establish a pay-
6 ment rate which is acceptable to the laboratory and which

7 would be considered the full charge for such tests. Such nego-

8 tiated rate shall be limited to an amount not in excess of the

9 total payment that would have been made for the services in

10 the absence of such a rate."

11 PROFESSIONAL STANDARDS REVIEW

12 SEC. 245. (a) The heading to title XI of the Social
13 Security Act is amended by striking out

14 "TITLE XI—GENERAL PROVISIONS"
15 and inserting in lieu thereof

16 "TITLE XI—GENERAL PROVISIONS AND
17 PROFESSIONAL STANDARDS REVIEW
18 "PART A—GENERAL PROVISIONS".

19 (b) Title XI of such Act is further amended by adding
20 after section 1123 thereof (as added by section 240(a) of

21 this Act) the following:

22 "PART B—PROFESSIONAL STANDARDS REVIEW

23
"DECLARATION OF PURPOSE

24 "SEC. 1151. In order to promote the effective, efficient,

25 and economical delivery of health care services for which
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1 payment may be made (in whole or in part) under title

2 XVIII, or under State plans approved under title XIX, and

3 in recognition of the interests of patients and the public in

4 improved health care services, it is the purpose of this part

5 to assure, through the application of suitable procedures of

6 professional standards review, that the services for which

7 payment may be made under the Social Security Act will

8 conform to appropriate professional standards for the pro-

9 vision of health care and that payment for such services will

10 be made—

11 "(1) only when, and to the extent, medically nec-

12 essary, as determined in the exercise of reasonable limits

13 of professional discretion; and

14 "(2) in the case of services provided by a hospital

15 or other health care facility on an inpatient basis, only

16 when and for such period as such services cannot, con-

17 sistent with pro fessionally recognized health care stand-

18 ards, effectively be provided on an outpatient basis or

19 more economically in an inpatient health care facility

20 of a different type, as determined in the exercise of

21 reasonable limits of professional discretion.

22 "DESIGNATION OF PROFESSIONAL STANDARDS REVIEW

23 ORGANIZATIONS

24 "SEc. 1152. (a) The Secretary shall (1) not later than

January 1, 1972, establish throughout the United States
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1 appropriate areas with respect to which Professional Stand-

2 ards Review Organizations may be designated, and (2) at

3 the earliest practicable date thereafter enter into an agree-

4 ment with a qualified organization whereby such an orga-

5 nization shall be designated as the Professional Standards

6 Review Organization for such area.

7 "(b) For purposes of subsection (a), the term 'qualified

8 organization' means—

9 "(1) when used in connection with any area—

10 "(A) a nonprofit professional association (i)

ii (or a component organization thereof) which is corn-

12 posed of physicians engaged in the practice of medi-

13 cine or surgery in such area, (ii) the membership

14 of which includes a substantial proportion of all

15 such physicians in such area, and (iii) which has
16 available professional competence to review health

17 care services of the types and kinds with respect to

18 which Professional Standards Review Organizations

19 have review responsibilities under this part, or

20 "(B) such other public, nonprofit private, or
21 other agency or organization, which the Secretary
22

determines, in accordance with criteria prescribed by
23 him in regulations, to be of professional competence
24

and otherwise suitable; and
25 "(2) which the Secretary, on the basi$ of his exam-
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1 ination and evaluation of a formal plan submitted to him

2 by the association, agency, or organization (as well as

3 on the basis of other relevant data and information),

4 finds to be willing to perform and capable of performing,

5 in an effective and timely manner and at reasonable cost,

6 'the duties, functions, and activities of a Professional.

7 Standards ReviewS Organization required by or pur-

8 suant to this part.

9 "(c) (1) The Secretary shall not enter into any agree--

10 ment under this part under which there is designated as the

11 Professional Standards Review Organization for any area

12 any organization other than an, organization referred to in

13 subsection (b) (1) (A) unless in such area, there is no

14 organization referred to in subsection (b) (1) (A) which

15 meets the conditions specified in subsection (b) (2).

16 "(2) Whenever the Secretary s/tall have entered into

17 an agreement under this part under which there is designated

18 as the Professional Standards Review Organization for any

19 area any organization other than an organization referred to

20 in subsection (b) (1) (A), he shall not renew such agree'

21 ment with such organization if he determines that—

22 "(A) there is in such area an organization re-
23 ferred to in subsection (b) (1) (A) which (i) has not

24 been (nor has its predecessor been) previously desig-

25 nated as a Professional Standards Review Organization,,
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1 and (ii) is willing •to enter into an agreement under

2 this part under which such organization would be desig-

3 nated as the Professional Standards Review Organization

4 for such area;

5 "(B) such organization meets the conditions specified

6 in subsection (hI (2); and

7 "(C) the designation of such organization as the

8 Professional Standards Review Organization for such

9 area will result in an improvement in the per fOrmance

10 in such area of the duties and functions required of such

11 Organizations under this part.

12 "(d) (1) An agreement entered into under this part

13 between the Secretary and any organization under which

14 such organization is designated as the Professional Standards

15 Review Organization for any area shall provide that such

16 organization will—

17 "(A) perform such duties and functions and assume

18 such responsibilities and comply with such other require-

19 me nts as may be required by this part or under regu-

20 lations of the Secretary promulgated to carry out the

21 provisions of this part; aind

22 "(B) collect such data relevant to its function and

23 such information and keep and maintain such records as

24 the Secretary may require to carry out the purposes of
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1 this part and to permit access to and use of any such

2 records as the Secretary may require for such purposes.

3 "(2) Any such agreement with an organization under

4 this part shall provide that the Secretary make payments

5 to such organization equal to the amount of expenses reason-

6 ably and necessarily incurred, as determined by the Secre-

7 tary, by such organization in carrying out or preparing to

8 carry out the duties and functions required by such agree-

9 ment.

10 "(3) Any such agreement under this part with an or-

11 ganization shall be for a term of twelve months; except

12 that, prior to the expiration of such term, such agreement

13 may be terminated—

14 "(4) by the organization at such time and upon

15 such notice to the Secretary as may be prescribed in

16 regulations (except that notice of more than three months

17 may not be required); or

18 "(B) by the Secretary at such time and upon such

19 reasonable notice to the organization as may be pre-

20 scribed in regulations, but only after the Secretary has

21 determined (after providing such organization with an

22 opportunity for a formal hearing on the matter) that

23 such organization is not substantially complying with or

24 effectively carrying out the provisions of such agreement.

25 "(e) No Professional Standards Review Organization
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1 shall utilize the services of any individual who is not a physi-

2 cian to make final determinations with respect to the pro fes-

3 sional conduct of any physician, or any act performed by any

4 physician in the exercise of his profession.

5 "REVIEW PENDING DESIGNATION OF PROFESSIONAL

6 STANDARDS REVIEW ORGANIZATION

7 "Six. 1153. Pending the assumption by a Professional

8 Standards Review Organization for any area, of full review

9 responsibility, and pending a demonstration of capacity for

10 improved review effort with respect to matters involving

11 the provision of health care services in such area for which

12 payment (in whole or in part) may be made, under title

13 XVIII, or under State plans approved under title XIX,

14 any review with respect to such services which has not

15 been designated by the Secretary as the responsibility of such

16 organization, shall be reviewed in the manner otherwise pro-

17 vided for under law.

18 "TRIAL PERIOD FOR PROFESSIONAL STANDARDS

19 REVIEW ORGANIZATION

20 "SEc. 1154. (a) The Secretary shall initially designate

21 an organization as a Professional Standards Review Orga-

22 nization for any area on a conditional basis with a view to

23 determining the capacity of such organization to perform the

24 duties and functions imposed under this part on Professional

25 Standards Review Organizations. Such designation may not
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1 be made prior to receipt from such organization and ap-

2 proval by the Secretary of a formal plan for the orderly

3 assumption and implementation of the responsibilities of the

4 Professional Standards Review Organization under this

5 part.

6 "(b) During any such trial period (which may not

7 exceed twenty-four months), the Secretary may require a

8 Professional Standards Review Organization to perform

9 only such of the duties and functions required under this

10 part of Professional Standards Review Organizations as

11 he determines such organization to be capable of performing.

12 The number and type of such duties shall, during the trial

13 period, be progressively increased as the organization be-

14 comes capable of added responsibility so that, by the end of

15 such period, such organization shall be considered a qualified

16 organization only if the Secretary finds that it is substantially

17 carrying out the activities and functions required of Pro fes-

18 sional Standards Review Organizations under this part with

19 respect to the review of health care services provided by physi-

20 cians and other practitioners and institutional health care

21 facilities. Any of such duties and functions not performed by

22 such organization during such period shall be performed in

23 the manner and to the extent otherwise provided for under

24 law.
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1 "(c) Any agreement under which any organization is

2 conditionally designated as the Professional Standards Review

3 Organization for any area may be terminated by such organi-

4 zation upon ninety days notice to the Secretary or by the Sec-

5 retary upon ninety days notice to such organization.

6 "(d) In order to avoid duplication of functions and Un-

7 necessary review and control activities, the Secretary is au-

8 thorized to waive any or all of the review or similar activities

9 otherwise required under or pursuant to any provision of this

10 Act (other than this part) where he finds, on the basis of

11 substantial evidence of the effective performance of review

12 and control activities by Professional Standards Review Orga-

13 nizations, that the review and similar activities otherwise so

14 required, are not needed for the provision of adequate review

15 and control.

16 "DUTIES AND FUNCTIONS OF PROFESSIONAL STANDARDS

17 REVIEW ORGANIZ4TIONS

18 "SEc. 1155. (a) (1) It shall be the duty and function

19 of each Professional Standards Review Organization for any

20 area to assume, at the earliest date practicable, responsibility

21 for the review of the professional activities in such area of

22 physicians and other health care practitioners and institu-

23 tional providers of health care services in the provision of

24 health care services for which payment may be made (in

25 whole or in part) under title XVIII, or under State plans
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1 approved under title XIX, for the purpose of determining

2 whether—

3 "(A) such services are or were medically necessary;

4 "(B) the quality of such services meets pro fession--

5 ally recognized standards of health care; and

6 "(0) in case such services are proposed to be pro--

7 vided in a hospital or other health care facility on an in--

8 patient basis, such services could, consistent with the

9 provision of appropriate medical care, be effectively pro--

10 vided on an out-patient basis or more economically in an

11 in-patient health care facility of a different type.

12 "(2) Each Professional Standards Review Organiza.-

13 tion shall have the authority to determine, in advance, in the

14 case of—

15 "(A) any elective admission to a hospital, or other

16 health care facility, or

17 "(B) any other health care service which will con-

18 sist of extended or costly courses of treatment,

19 whether such service, if provided, or if provided by a panic-

20 ular health care practitioner or by a particular hospital or

21 other health care facility, would meet the criteria specified in.

22 clauses (A) and (C) of paragraph (1).

23 "(3) Each Professional Standards Review Organization

24 shall, in accordance with regulations of the Secretary, deter-

25 mine and publish, from time to time, the types and kinds of
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1 cases (whether by type of health care or diagnosis involved, or

2 whether in terms of other relevant criteria relating to the pro-

3 vision of health care services) with respect to which such

4 Organization will, in order most effectively to carry out the

5 purposes of this part, exercise the authority conferred upon it

6 under paragraph (2).

7 "(4) Each Professional Standards Review Organiza-

8 tion shall be responsible for the regular review of profiles o

9 care and services received and provided with respect to

10 patients, utilizing to the greatest extent practicable in such

11 patient profiles, methods of coding which will provide maxi-

12 mum confidentiality as to patient identity and assure objective

13 evaluation consistent with the pnrposes of this part. Profiles

14 shall also be regularly reviewed on an ongoing basis with

15 respect to each health care practitioner and provi c/er to

16 determine whether the care and services ordered or rendered

17 are consistent with the criteria specified in clauses (A), (B),

18 and (C) of paragraph (1).

19 "(5) Physicians assigned responsibility for the review

20 of hospital care may be only those having active hospital

21 staff privileges in at leat one of the participating hospitals in

22 the area served by the Professional Standards Review Orga-

23 nization.

24 "(6) No physician shall be permitted to review—

25 "(A) health care services provided to a patient if
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1 he was directly or indirectly involved in providing such

2 services, or

3 "(B) health care services provided in or by an in-

4 stitution, if he or any member of his family has, directly

5 or indirectly, any financial interest in such institution.

6 For purposes of this paragraph, a physician's family includes

7 only his spouse (other than a spouse who is legally separated

8 from him under a decree of divorce or separate maintenance),

9 children (including legally adopted children), grandchildren,

10 parents, and grandparents.

11 "(b) To the extent necessary or appropriate for the

12 proper performance of its duties and functions, the Pro fes-

13 sional Standards Review Organization serving any area is

14 authorized in accordance with regulations prescribed by the

15 Secretary to—

16 "(1) make arrangements to utilize the services of

17 persons who are practitioners of or specialists in the van-
18 ous areas of medicine (including dentistry), or other

19 types of health care, which persons shall, to the maximum

20 extent practicable, be individuals engaged in the practice

21 of their profession within the area served by such orga-

22 nization,

23 "(2) undertake such professional inquiry either be-
24 fore or qfter, or both before and after, the provision of
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1 services with respect to which such organization has a

2 responsibility for review under subsection (a) (1);

3 "(3) examine the pertinent records of any practi-

4 tioner or provider of health care services providing serv-

5 ices with respect to which such organization has a re-

6 sponsibility for review under subsection (a) (1); and

7 "(4) inspect the physica facilities in which care

8 is rendered or services provided (which are located in.

9 such area) of any practitioner or provider.

10 "(c) In order to familiarize physicians with the review

11 functions and activities of Professional Standards Review

12 Organizations aend to promote acceptance of such functions

13 and activities by physicians, patients, and other persons,

14 each Professional Standards Review Organization, in carry-

15 ing out its review responsibilities, shall (to the maximum

16 extent consistent with the effective and timely performance of

17 its duties and functions)—

18 "(1) encourage all physicians practicing their pro-

19 fession in the area served by such Organization to par-

20 ticipate in the review activities of such Organization;

21 "(2) provide rotating physician membership of re-

22 view committees on an extensive and continuing basis;

23 "(3) assure that membership on review committees

24 have the broadest representation feasible in terms of

25 the various types of practice in which physicians en-

26 gage in the area served by such Organization; and
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1 "(4) utilize, whenever feasible, medical periodicals

2 and similar publications to publicize the functions and

3 activities of Professional Standards Review Organiza

4 tions.

5 "(d) (1) Each Professional Standards Review Organi-

6 zation is authorized to utilize the services of, and accept the

7 findings of, the review committees of hospitals located in the

8 area served by such Organization, but only when and only

9 to the extent that such committees have demonstrated to the

10 satisfaction of such Organization their capacity effectively

11 and in timely fashion to review activities in such hospitals (in-

12 cluding the medical necessity of admissions, services ordered,

13 and lengths of stay) so as to aid ii accomplishing the pur-

14 poses and responsibilities described in subsection (a) (1).

15 "(2) Each Professional Standards Review Organization

16 is authorized to utilize the services of medical societies and

17 similar organizations to assist such Organization in perform-.

18 ing one or more of its professional review activities, but only

19 when and only to the extent that such societies or other or-

20 ganizations have demonstrated to the satisfaction of such

21 Organization their capacity effectively and in timely fashion

22 to perform such activities so as to aid in accomplishing the

23 purposes described in subsection (a) (1).

24 "(3) The Secretary may prescribe regulations to carry
25 out the provisions of this subsection.
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1 "NORMS OF HEALTH CARE SERVICES FOR VARIOUS

2 ILLNESSES OR HEALTH CONDITIONS

3 "SEC. 1156. (a) Each Professional Standards Review

4 Organization shall apply professionally developed norms of

5 care and treatment based upon typical patterns of practice in

6 their region (including typical lengths-of-stay for institu-

7 tional care by age and diagnosis) as principal points of

8 evaluation and review. The National Professional Standards

9 Review Council and the Secretary shall provide such tech-

10 nical assistance to the organization as will be helpful in utiliz-

11 in9 and applying such norms of care and treatment. Where

12 the actual norms of care and treatment in a Professional

13 Standards Review Organization area are significantly differ-

14 ent from professionally developed regional norms of care and

15 treatment approved for comparable conditions, the Pro fes-

16 sional Standards Review Organization concerned shall be so

17 informed, and in the event that appropriate consultation and

18 discussion indicate reasonable basis for usage of such unusual

119 norm's in the area concerned, the Professional Standards Re-

20 view Organization may apply such actual norms in such

21 area as are approved by the National Professional Stand-

22 ards Review Council.

23 "(b) Any such nOrm with respect to treatment for any

24 particular illness or health condition shall include (in accord-

25 ance with regulation's of the Secretary)—
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1 "(1) the types and extent of the health care services

2 which, taking into account differing, but acceptable,

3 modes of treatment, are considered within the range of

4 appropriate treatment of such illness or health condition,

5 consistent with professionally recognized and accepted

6 patterns of care;

7 "(2) the type of health care facility which is con-

8 sidered, consistent with such standards, to be the type in

9 which health care services which are medically appropri-

10 ate for such illness or condition can most economically be

11 provided.

12 "(c) (1) The National Professional Standards Review

13 Council shall provide for the preparation and distribution, to

14 each Professional Standards Review Organization and to

15 each other agency or person performing review functions

16 with respect to the provision of health care services under

17 title XVIII, or under State plans approved under title XIX,

18 of appropriate materials indicating the regional norms to be

19 utilized pursuant to this part. Such data concerning norms

20 shall be reviewed and revised from time to time. The ap-

21 proval of the National Professional .Standards Review Coun-

22 cii of norms of care and treatment shall be based on its

23 analysis of appropriate and adequate data.

24 "(2) Each review organization, agency, or person re-

25 ferred to in paragraph (1) shall utilize the norms developed
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1 under this section as a principal point of evaluation and re-

2 view for determining, with respect to any health care services

3 which have been or are proposed to be provided, whether such

4 care and services are consistent with the criterion specified in

5 section 1155(a) (1).

6 "(d) (1) Each Professional Standards Review Organi-

7 zation shall—

8 "(A) in accordance with regulations of the Secre-

9 tary, specify the appropriate points in time, after the

10 admission of a patient for in-patient care in a health

11 care institution, at which the physician attending such

12 patient shall execute a certification stating that further

13 in-patient care in such institution will be medically neces-

14 sary effectively to meet the health care needs of such

15 patient; and

16 "(B) require that there be included in any such

17 certification with respect to any patient such information

18 as may be necessary to enable such Organization pro p-

19 erly to evaluate the medical necessity of the further

20 institutional health care recommended by the physician

21 executing such certification.

22 "(2) The points in time at which any such certification

23 will be required shall be consistent with and based on pro fes-

24 sionally developed norms of care and treatment and data

25 developed with respect to length of stay in health care institu-
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1 tions of patients having various illnesses, injuries, or health

2 conditions, and requiring various types of health care services

3 or procedures.

4 "SUBMISSION OF REPORTS BY PROFESSIONAL STANDARDS

5 REVIEW ORGANIZATIONS

6 "SEC. 1157. If, in discharging its duties and functions

7 under this part, any Professional Standards Review Orga-

8 nization determines that any health care practitioner or any

9 hospital, or other health care facility has violated any of

10 the obligations imposed by section 1160, such organization

11 shall report the matter to the Statewide Professional Stand-

12 ards Review Council for the State in which such orga-

13 nization is located together with the recommendations of

14 such Organization as to the action which should be taken

15 with respect to the matter. Any Statewide Professional

16 Standards Review Council receiving any such report and

17 recommendation shall review the same and promptly transmit

18 such report and recommendation to the Secretary together

19 with any additional comments or recommendations thereon as

20 it deems appropriate.

21 "REQUiREMENT OF REVIEW APPROVAL AS CONDITION

22 OF PAYMENT OF CLAIMS

23 "SEC. 1158. Notwithstanding any other provision of

24 law, no Federal funds appropriated under any title of this
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1 Act for the provision of health care services shall be used

2 (directly or indirectly) for the payment, under any such

3 title or any program established pursuant thereto, of any

4 claim for the provision of such services if—

5 "(1) the provision of such services is subject to re-

6 view by any Professional Standards Review Organiza-

7 tion, or other agency; and

8 "(2) such organization or other agency has, in the

9 proper exercise of its duties and functions under or con-

10 sistent with the purposes of this part, disapproved of the

11 services giving rise to such claim, and has, prior to the

12 provision of such services, notified the practitioner or

13 provider providing such services and the individual to

14 receive such services of its disapproval of the provision

15 of such services to such individual.

16 "NOTICE TO CLAIMS PAYMENT AGENCY OF DISAPPROVAL

17 OF SERVICES

18 "SEc. 1159. Whenever any Professional Standards Re-

19 view Organization, in the discharge of its duties and func-

20 tions as specified by or pursuant to this part, disapproves of

21 any health care services furnished by any practiticner or pro-

22 vider, such organization shall promptly notify the agency or

23 organization having responsibility for acting upon claims

24 for payment for or on account of such services.
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1 "OBLIGATIONS OF HEALTH CARE PRACTITIONERS AND PRO-

2 VIDERS OF HEALTH CARE SERVICES; SANCTIONS AND

3 PENALTIES; HEARINGS AND REVIEW

4 "SEC. 1160 (a) (1) It shall be the obligation of any

5 health care practitioner and any other person (including a

6 hospital or other health care facility) who provides health

7 care services for which payment may be made (in whole or

8 in part) under title XVIII, or under any State plan

9 approved under title XIX, to assure that services ordered or

10 provided by such practitioner or personr—

11 "(A) will be provided only when, and to the ex-

12 tent, medically necessary; and

13 "(B) will be of a quality which meets profession-

14 ally recognized standards of health care;

15 and it shall be the obligation of any health care practitioner,

16 in ordering, authorizing, directing, or arranging for the pro-

17 vision by any other person (including a hospital or other

18 health care facility) of health care services for any patient of

19 such practiticner, to exercise his professional responsibility

20 with a view to assuring (to the extent of his influence or

21 control over such patient, such person, or the provision of such

22 services) that such services will be provided—

23 "(0) only when, and to the extent, medically neces-

24 sary; and
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1 "(DJ wiUbe of a quality which meet. prr,fessionall

2 recognized standards of health care.

3 "(2) Each health care practitioner, and each hospital or

4 other provider of health care services, shall have an obliga.

5 tion, within reasonable limits of professional discretion, not

6 to take any action, in the exercise of his profession (in the
7 case of any health care practitioner), or in the conduct of

8 its business (in ifie case of any hospital or other such pro-

9 vider), which would authorize any individual to be admitted

10 as an. in-patient in. or to continue as an in-patient in any
11 hospital or other health care facility unless—

12 "(A) in-patient care is determined by such prac-
13 litioner and by such hospital or other provider, con-

14 sistent with, professionally recognized health care stand-
15 ards, to be medically necessary for the proper care of
16 such individual; and

17 "(B) (i) the in-patient care required by such india-

18 vidual cannot, consistent with such standards, be pro-
19 vided more economically in a health care facility of a
20 different type; or

21 "(ii) (in the case of a patient who requires care
22 which can, consistent with such standards, be provides
23 more economically in a health care facility of a different
24 type) there is, in the area in which such individual is
25 located, no such facility or no such facility which is avail-
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1 able to provide care to such individual at the time when

2 care is needed by him.

3 "(b) (1) If after reasonable notice and opportunity for

4 discnssion with the practitioner or provider concerned, any

5 Professi onol Standards Review Organization submits a re-

6 port and recommendation to the Secretary pursuant to section

7 1157 (which report and recommendation shall be submitted

8 through the Statewide Professional Standards Review Coun-

9 cii which shall promptly transmit such report and recommen-

10 dations together with any additional comments and recom-

11 mendations thereon as it deems appropriate) and if the

12 Secretary determines that such practitioner or provider, in

13 providing health care services over which such organization

14 has review responsibility and for which payment (in whole

15 or in part) may be made under title XVIII, or under any

16 State plan approved under title XIX, has—

17 "(A) by failing, in a substantial number of cases,

18 substantially to comply with any obligation imposed on

19 him under subsection (a), or

20 "(B) by grossly and flagrantly violating any such

21 obligation in one or more instances,

22 demonstrated an unwillingness or a lack of ability substan-

23 tially to comply with such obligations, he (in addition to any

24 other sanction provided under law) may exclude (per-

25 manently or for such period as the Secretary may prescribe)
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1 such prath'tioner or provider frow eligibility to provide suc7

2 services on a reinibursabe basis.

3 "(2) A determination made by the Secretary under

4 this subsection shatl be effective at such time and upon sueh

5 reasonable notice to the public and to the person furnishing

6 the services involved as may be specified in regulations. Such

• determination shall be effective with respect to services fur-

8 nished to an individual on or after the effective date of such

9 determination (except that in the case of institutional health

10 care services sw!j determination shall be effective in the

manner provided in litle XVIII with respect to terminations

12 of provider agreennts), and shall remain in effect until the

13 Secretary finds and gives reasonable notice to the public that

14 the basis for such deternjnation has been removed and that

15 there is reasonable assurance that it will not recur.

16 "(3) In lieu 'of the sanction authoried by paragraph

17 (1), the Secretary 'may require that (as a condition to the

18 continued eligibirity of such practitioner or provider to pro-

19 vide such health care services on a reimbursable basis) such

'20 practitioner or provider pay to the United States, in case

21 such acts or conduct involved the provision by such prac-

22 titioner or provider of health care services which were

23 medically improper or unnecessary, an amount not in exr

24 cess of 'the actual or estimated cost of the medically improper

25 or unnecessary services so provided, or. (if less) $5,000.

26 Such amount mary be deducted friii any sums owing by
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1 the United States (or any instrumentality thereof) to the

2 person from whom such amount is claimed.

3 "(4) Any person furnishing 8erVWeS described in para-

4 graph (1) who is dissatisfied with a determination made by

5 the Secretary under this subsection shall be entitled to rear

6 sonable notice and opportunity for a hearing thereon by

7 the Secretary to the same extent as is provided in section

8 205(b), and to judicial review of the Secretary's final deci-

9 sion after such earing as is provided in section 205(g).

10 "(c) It shall be the duty of each Professional Standards

11 Review Organization and each Statewide Professional Stand-

12 ards Review Council to use such authority or influence it

13 may possess as a professional organization, and to enlist the

14 support of any other professional or governmental organi-

15 zation having influence or authority over health care prac-

16 titioners and any other person (including a hospital or other

17 health care facility) providing health care services in the

18 area served by such review organization, in assuring that

19 each practitioner or provider (referred to in subsection (a))

20 providing health care services in such area shall cam ply

21 with all obligations imposed on him under subsection (a).

22 "NOTICE TO PRACTITIONER OR PROVIDER

23 "SEc. 1161. (a) Whenever any Professional Standards

24 Review Organization takes any action or makes any deter-

25 mination—
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1 "(1) which denies any request, by a health care

2 practitioner or other provider of health care services,

3 for approval of a health care service proposed to be

4 ordered or provided by such practitioner or provider; or

5 "(2) that any such practitioner or provider has

6 violated any obligation imposed on such practitioner

7 or provider under section 1160;

8 such organization shall, immediately after tak'ing such ac-

9 tion or making such determination, give notiee to such prac-

10 titioner or provider of such determination and the basis

11 there for, and shall provide him with appropriate opportunity

12 for discussion and review of the matter.

13 "STATEWIDE PROFESSIONAL STANDARDS REVIEW COUN-

14 CILS; ADVISORY GROUPS TO SUCH COUNCILS

15 "SEc. 1162. (a) In any State in which there are lo-
16 cated three or more Professional Standards Review Orga-

17 n,izations, the Secretary shall establish a Statewide Pro fes-

18 sional Standards Review Council.

19 "(b) The membership of any such Council for any State

20 shall be appointed by the Secretary and 8hall consist of—

21 "(A) one representative from and designated by
22 each Professional Standards Review Organization in the

23 State;

24 "(B) four physicians, two of whom may be desig-

nated by the State medical society and two of whom may



257

1 be designated by the State hospital association of such

2 State to serve as members on such Council; and

3 "(C) four persons knowledgeable in health care from

4 such State whom the Secretary shall have selected as rep-

5 resentatives of the public in such State (at least two of

6 whom shall have been recommended for membership on

7 the Council by the Governor of such State).

8 "(c) It shall be the duty and function of the State-

9 wide Professional Standards Review Council for any State,

10 in accordance with regulations of the Secretary, to coordi-

11 nate the activities of, and disseminate information and data

12 among, the various Professional Standards Review Orga-

13 nizations within such State.

14 "(d) The Secretary is authorized to enter into an agree-

15 ment with any such Council under which the Secretary shall

16 make payments to such Council equal to the amount of

17 expenses reasonably and necessarily incurred, as determined

18 by the Secretary, by such Council in carrying out the duties

19 and functions provided in this section.

20 "(e) (1) The Statewide Professional Standards Review

21 Council for any State shall be advised and assisted in carrying

22 out its functions by an advisory group (of noi less than seven

23 nor more than eleven members) which shall be made up of

24 representatives of health care practitioners (other than pity-

25 sici ans) and hospitals and other health care facilities which

ET.R. 17550— 9
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1 provide within the State health care services for which pay-

2 ment (in whole or in part) may be made under any program

3 established by or pursuant to this Act.

4 "(2) The Secretary shall by regulations provide the

5 manner in which members of such advisory group shall be

6 selected by the Statewide Professional Standards Review

7 Council.

8 "(3) The expenses reasonably and necessarily incurred,

9 as determined by the Secretary, by such group in carrying

10 out its duties and functions under this subsection shall be con-

11 siderëd to be expenses necessarily incurred by the Statewide

12 Professional Standards Review Council served by such group.

13 "NATIONAL PROFESSIONAL STANDARDS REVIEW COUNCIL

14 "Sec. 1163. (a) (1) There shall be established a Na-

15 tional Professional Standards Review Council (hereinafter in

16 this section referred to as the 'Council') which shall consist

17 of eleven physicians, not otherwise in the employ of the

18 United States, appointed by the Secretary without regard 'to

19 the provisions of title 5, United States Code, governing ap-

20 pointments in the competitive service.

21 "(2) Members of the Council shall be appointed for a

22 term of three years and shall be eligible for reappointment.

23 "(3) The Secretary shall, from time to time designate

24 one of the members of the Council to serve as Chairman

25 thereof.
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1 "(b) Members of the Council shall consist of physicians

2 of recognized standing and distinction in the appraisal of

3 medical practice. A majority of such members shall be phy-

4 sicians who have been recommended to the Secretary to serve

5 on the Council by national organizations recognized by the

6 Secretary as representing practicing physicians. The member-

7 ship of the Council shall include physicians who have been

8 recommended for membership on the Council by consumer

9 groups and other health care interests.

10 "(c) The Council is authorized to utilize, and the Sec-

11 retary shall make available, such technical assistance as may

12 be required to carry out its functions, and the Secretary

13 shall, in addition, make available to the Council such secre-

14 tarial, clerical, and other assistance and such pertinent data

15 prepared by, for, or otherwise available to, the Department

16 of Health, Education, and Welfare as the Council may

17 require to carry out its functions.

18 "(d) Members of the Council, while serving on business

19 of the Council, shall be entitled to receive compensation at

20 a rate fbed by the Secretary (but not in excess of the daily

21 rate pai4 under GB—lB of the General Schedule under section

22 5332 of title 5, United States Code), including traveltime;

23 and while so serving away from their homes or regular places

24 of business, they may be allowed travel expenses, including

25 per diem in lieu of subsistence, as authorized by section 5703
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1 of title 5, United States Code, for persons in Government

2 service employed intermittently.

3 "(e) It shall be the duty of the Council to—

4 "(1) advise and assist the Secretary in the ad-

5 ministration of this part;

6 "(2) provide for the development and distribution,

7 among Statewide Professional &andards Review Coun-

8 cil and Professional Standards Review Organizations,

9 of information and data which will assist such review

10 councils and organizations in carrying out their duties

11 and functions;

12 "(3) review the operations of Statewide Pro fes-

13 sional Standards Review Council$ and Professional

14 Standards Review Organizations with a view to de-

15 termining the effectiveness and comparative performance

16 of such review council8 and organizations in carrying

17 out 'the purposes of this part; and

18 "(4) make or arrange for 'the making of studies and

19 investigations with a view to developing and recom-

20 mending to the Secretary and to the Congress measures

21 designed more effectively to accomplish the purposes

22 and objectives of Ihis part.

23 "(f) The National Prof essi onal Standards Review

24 Council shall from time to time, but not less often than an-

25 nually, submit to the Secretary and to the Congress a report
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1 on its activities and shafl include in such report the /ndings

2 of its studies and investigations together with any recorn-

S mendations it may have with respect to the more effective

4 accomplishment of the purposes and objectives of this part.

5 Such report shall also. contain comparative data indicating

6 the results of review activities, conducted pursuant to this

IT part, in each State and in each of the various areas thereof.

8 "APPLIcATIQN OF TUIS PART TO CERTAIN STATE PRO-

GRAMS RECEIVING FEDERAL FINANCIAL ASSISTANCE

10 "SEC. 1164. (a) In addition to the requirements im-

11 posed by law as a condition of approval of a State plan ap-

12 proved under title XIX, there is hereby imposed the require-

13 ment that provisiôns of this part shalt apply to the operation

14 of such plan or program..

15 "(b) The requirement imposed by subsection (a) with

16 respect to State plans approved under title XIX shall apply—

17 "(1) in the case of any such plan where legislative

18 action by the State lgislature is not necessary to meet

19 such requirement, on and after January 1, 1972; an

20 "(2) in the case of any such plan where legislative

21 action by the State legislature is necessary to meet su cit

22 requirement, whichever of the following is earlier—

23 "(A) on and after July 1, 1972, or

24 "(B) on and after the first day of the calendar
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1 month which first commences more than ninety days

2 after the close of the first regular session of the

3 legislature of such State which begins after Decern-

4 ber 31, 1971.

5 "CORRELATION OF FUNCTIONS BETWEEN PROFESSIONAL

6 STANDARDS REVIEW ORGANIZATIONS AND ADMINIS-

7 TRATIVE INSTRUMENTALITIES

8 "SEC. 1165. The Secretary shall by regulations provide

9 for such correlation of activities, such interchange of data

10 and information, and such other cooperation consistent with

11 economical, efficient, coordinated and comprehensive imple-

12 mentation of this part (including usage of existing mechani-

13 cal and other data-gathering capacity), between—

14 "(A) (i) agencies and organizations which are

15 parties to agreements entered into pursuant to section

16 1816, (ii) carriers which are parties to contracts en-

17 tered into pursuant to section 1842, and (iii) any other

18 public or private agency (other than a Professional

19 Standards Review Organization) having review or con-

20 trol functions, or proved relevant data-gathering pro-

21 cedures and experience, and

22 "(B) Professional Standards Review Organiza-

23 tions, as may be necessary or appropriate for the eff cc-

24 tive administration of title XVIII, or State plans ap-
25 proved under title XIX.
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1 "PROHIBITION AGAINST DISCLOSURE OF INFORMATION

2 "SEC. 1166. (a) Any data or information acquired by

3 any Professional Standards Review Organization, in the

4 exercise of its duties and functions, shall be held in confidence

5 and shall not be disclosed to any person except (A) to the

6 extent that may be necessary to carry out the purposes of

7 this part or (B) in such cases and under such circumstances

8 as the Secretary shall by regulations provide to assure ade-

9 quate protection of the rights and interests of patients, health

10 care practitioners, or providers of health care.

11 "(b) It shall be unlawful for any person to disclose any

12 such information other than for such purposes, and any per-

13 son violating the provisions of this section shall, upon con-

14 viction, be fined not more than $1,000, and imprisoned for

15 not more than six months, or both, together with the costs of

16 prosecution.

17 "LIMITATION ON LIABILITY FOR PERSONS PROVIDING IN-

18 FORMATION, AND FOR MEMBERS AND EMPLOYEES OF

19 PROFESSIONAL STANDARDS REVIEW ORGANiZATIONS,

20 AND FOR HEALTH CARE PRACTITIONERS AND PRO-

21 VIDERS

22 "SEc. 1167. (a) Notwithstanding any other provision

23 of law, no person providing information to any Professional

24 Standards Review Organization shall be held, by reason of

25 having provided such information, to have violated any crimi-
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1 nal law, or to be civilly liable under any law, of the United

2 States or of any State (or political subdivision thereof)

3 unless—

4 "(1) such information is unrelated to the perform-

5 ance of the duties and functions of such Organizaition, or

6 "(2) such information is false and the person pro-

7 viding such information knew, or had reason to believe,

8 that such information was false.

9 "(b) (1) No individual who, as a member or employee

10 of any Professional Standards Review Organization or who

11 furnishes professional counsel or services to such organiza-

12 tion, shall be held by reason of the performance by him of

13 any duty, function, or activity authorized or required of

14 Professional Standards Review Organizations under this

15 part, to have violated any criminal law, or to be civilly liable

16 under any law, of the United States or of any State (or

17 political subdivision thereof).

18 "(2) The provisions of paragraph (1) shall not apply

19 with respect to any action taken by any individual if such

20 individual, in taking such action, was mcltivated by malice

21 toward any person affected by such action.

22 "(c) No health care practitioner and no provider of
23 health care services shall be civilly liable to any person under

24 any law, of the United States or of any State (or political
25 subdivision thereof) on account of any action taken by him in
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1 compliance with or reliance upon professionally accepted

2 norms of care and treatment applied by a Professional

3 Standards Review Organization operating in the area where

4 such practitioner or provider took such action but only if—

5 "(1) he takes such action (in the case of a health

6 care practitioner) in the exercise of his profession as a

7 health care practitioner or (in the case of a provider of

8 health care services) in the exercise of his functions as a

9 provider of health care services and

10 "(2) he exercised due care in all professional con-

11 duct taken or directed by him and reasonably related to,

12 and resulting from, the actions taken in compliance with

13 or reliance upon such professionally accepted norms of

14 care and treatment.

15 "AUTHORIzATION FOR USE OF CERTAIN FUNDS TO

16 ADMINISTER THE PROVISIONS OF THIS PART

17 "SEC. 1168. Expenses incurred in the administration of

18 this part shall be payable from—

19 "(1) funds in the Federal Hospital Insurance Trust

20 Fund;

21 "(2) funds in the Federal Supplementary Medi-
22 cal Trust Funds; and

23 "(3) funds appropriated to carry out the provisions
24 of title XIX;
25 in such amounts from each of the sources of funds (referred
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1 to in clauses (1), (2), and (3)) as the Secretary shall

2 deem to be fair and equitable after taking into consideration

3 the costs attributable to the administration of this part with

4 respect to each of such plans and programs.

5 "TECHNICAL ASSISTANCE TO ORGANIZATIONS DESIRING

6 TO BE DESIGNATED AS PROFESSIONAL STANDARDS

7 REVIEW ORGANIZATIONS

8 "SEC. 1169. The Secretary is authorized to provide all

9 necessary technical and other assistance (including the prep-

10 aration of prototype plans of organization and operation)

11 to organizations described in section 1152(b) (1) which—

12 "(1) express a desire to be designated as a Profes-

13 sional Standards Review Organization; and

14 "(2) the Secretary determines have a potential for

15 meeting the requirements of a Professional Standards

16 Review Organization;

17 to assist such organizations in developing a proper plan to

18 be submitted to the Secretary and otherwise in preparing to

19 meet the requirements of this part for designation as a Pro-

20 fessional Standards Review Organization.

21 "AUTHORIZATION OF DEMONSTRATION PROJECTS

22 "SEC. 1170. (a) In order to determine the feasibility

23 and potential economies of methods whereby Professional

24 Standards Review Organizations, in addition to their respon-

25 sibilities under this part, assume responsibility and risk with
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1 respect to the review and payment of claims for health care

2 services, payment for which may be made (in whole or in

3 part) under wzy program established by or pursuant to this

4 Act, the Secretary is authorized to enter into agreements in

5 periods ending not later than December 31, 1975, with such

6 number of Professional Standards Review Organizations, in

7 the same or in different areas of the Nation, as maqj be neces-

8 sary to permit adequate and proper comparison of results,

9 with respect to the review and payment of claims for such

10 services, as between areas in which risk is assumed by Pro-

11 fessional Standards Review Organizations and areas in which

12 such risk is not assumed by such organizations. The Secre-

13 tary shall submit reports to the Congress on the results of

14 such demonstration projects from time to time but not less

15 than annually.

16 "(b) (1) The Secretary shall undertake such agree-

17 ments with Professional Standards Review Organizations

18 which indicate willingness and capacity to assume respon-

19 sibility for review and full payment for all care and services

20 for which beneficiaries or recipients resident in such geo-

21 graphic areas are eligible. Reimbursement to such Pro fes-

22 sional Standards Review Organizations for such commit-

23 ments may be on a capitation, prepayment, insured or related

basis for renewable contract periods not in excess of one

25 year. Such amounts may not, on an annualized basis for
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1 the initial agreement period, exceed per capita beneficiary

2 costs in the geographic area concerned during the 12-month

3 period prior to the effective date of the agreement. For any

4 subsequent periods the base 12-month period per capita bene-

5 ficiary costs shall also be applicable and adjusted by appro-

6 priate factors representing unit cost increases in covered

7 services.

8 "(2) Where such agreements are negotiated, provision

9 shall be made for assumption of risk by the underwriting

10 Professional Standards Review Organizations through

11 agreement to make contingent payment for physicians' serv-

12 ices of not in excess of 80 per centum of the amounts other-

13 wise allowable for such services in the absence of such

14 agreement.

15 "(3) From any amounts remaining at the end of the

16 agreement period, provision shall be made for equal division

17 of such amounts between the Secretary (and the State in

18 the case of a federally matched program) and the Pro fes-

19 sional Standardg Review Organizations. The amounts ao-

20 tually paid to the Professional Standards Review Organiza-

21 tions from the divided excess may not exceed the 20 per

22 centum of otherwise allowable amounts withheld plus an in-

23 centive payment not in excess of 25 per centum of the total

24 amounts allowable and payable for physicians' services dur-

25 ing that year. Any remaining amounts of the Profestional
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1 Standards Review Organizations calculation in excess shall

2 revert to the Secretary or to the State in the case of a fed-

3 erally matched health care program.

4 "(4) Any deficit shall be assumed by the Secretary or

5 State agency in order to assure beneficiaries and recipients

6 of payment for necessary care. The Professional Standards

7 Review Organizations shall not be entitled to the 20 per

8 centum of the otherwise allowable amounts for ph,sicians'

9 services withheld in such period. In any subsequent year,

10 the Secretary shall recover from any excess amounts remain-

11 ing such additional amounts as had been paid by him or by

12 a State agency to eliminate deficits in prior periods before

13 calculation of any payments of withheld and incentive

14 amounts to the Professional Standards Review Organiza-

15 tions.

16 "EXEMPTION OF CHRISTIAN SCIENCE SANATORIUMS

17 "SEc. 1171. The provisions of this part shall not apply

18 with respect to a Christian Science sanatorium operated, or

19 listed and certified, by the First Church of Christ, Scientist,

20 Boston, Massachusetts."

21 PAET CI—MISCELLANEOUS AND TECHNICAL PROVISIONS

22 COVERAGE PRIOR TO APPLICATION FOR MEDICAL

23 ASSISTANCE

24 SEC. 251. (a) Section 1902 (a) of the Social Security

25 Act (as amended by sections 34 (b) ai4 238 (b)- 234(b),

26 238(b) and 243 of this Act is further amended—
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1 (1) by striking out "and" at the end of paragraph

2 (31) (32);

3 (2) by striking out the period at the eM of pam-

4 graph -(-32-)- (33) and inserting in lieu thereof "; and";

5 and

6 (3) by inserting after paragraph (32-)- (33) the

7 following new paragraph:

8 "-(3-3-)- (34) provide that in the case of any mdi-

9 vidual who has been determined to be eligible for medi-

10 cal assistance under the plan, such assistance will be

11 made available to him for care and services included

12 under the plan and furnished in or after the third month

13 before the month in which he made applition for
14 such assistance if such individual was (or upon appli-
15 cation would have been) eligible for such assistance at

16 the time such care and services were furnished."

17 (b) The amendments made by subsection (a) shall

18 be effective July 1, 1971.

19 HOSPITAL ADMISSIONS FOR DENTAL SERVICES UNDER

20 DICAJE PROGRAM

21 SEc. 252. (a) Section 1814 (a) (2) of the Social Secu-
22 rity Act is amended by striking out "or" at the end of sub-
23 paragraph (0), by adding "or" after the semicolon at the
24 end of subparagraph (D), and by inserting after subpara-
25 graph (D) the following new subparagraph:
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1 "(E) in the case of inpatient hospital services

2 in connection with a dental procedure, the individual

3 suffers from impairments of such severity as to re-

4 quire hospitalization;".

5 (b) Section 1861 (r) of such Act is (as amended by

6 sections 203 and 205 of this Act) is further amended by

7 inserting after "or any facial bone" the following: ", or (0)

8 the certification required by section 1814 (a) (2) (E) of

9 this Act,".

10 (c) Section 1862 (a) (12) of such Act is amended by

ii inserting before the 'semicolon the following: ", except that

12 payment may be made under part A in the case of inpatient

13 hospital services in connection with a 'dental procedure where

14 the individual suffers from impairment's of such severity as

15 to require hospitalization".

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

17 with respect to admissions occurring after 'the second month

18 following the month in which 'this Act is enacted.

19 EXEMPTION OF CHRISTIAN SCIENCE SANATORITJMS FROM

20 CERTAIN NURSING HOME REQUIREMENTS UNDER

21 MEDICAID PROGRAMS

22 SEC. 253. (a) Section 1902 (a) of the Social Security

23 Act is amended by adding at the end thereof the following

24 new sentence: "For purposes of paigraphs (26), (28)

25 (B), (D), and (E), and (29), and of section 1903(g)



272

1 (4), the terms 'skilled nursing home' and 'nursing home'

2 do not include a Christian Science sanatorium operated, or

3 listed and certified, by the First Church of Christ, Scientist,

4 Boston, Massachusetts."

5 (b) Section 1908 (g) (1) of such Act is amended by

6 inserting after "Secretary" the following: ", but does not

7 include a Christian Science sanatorium operated, or listed

8 and certified, by 'the First Church of Christ, Scientist, Boston,

9 Massachusetts".

10 (c) The amendments made by this section shall be

11 effective on the date of the enactment of this Act.

12 PHYSICAL THERAPY AND OTHER SERVICES UNDER

13 MEDICARE PROGRAM

14 Sio 254. (a) (1-)- Section 1861 (p) e4 the Social Secu

15 i4ty Aet is amended by adding a the end thereof -(-after end

16 below paragraph (4) (B)) the following new ocntcnec-

17 -Undcr reguiationQ, the term 'outpatient phyoical therapy

18 crviccs alse includes physical therapy services furnished en

19 individual by a physical therapist -fin his office e in such
20 indF4dual's home) who meets licensing and other standards

21 prescribed by the Secretary in regulations, otherwise than

22 under an: arrangement with and under the supervision of a

23 proid of scrvices clinic, rehabilitation agency, o public

24 health agency if the furnishing of ouch services meets ouch

25 conditions relating o health and safety as the Secretary may

26 find ncccoary."
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1 42.)- Section 1833 of such Act is amcndcd by adding at

2 the end thcrcof the following new subsection:

3 "(g) in the ease of aervieos described in the next to

4 last sentence of section 1861 (p), with rcspcct to expenses

5 incurrcd in any calendar year, no more than $100 shall be

6 considered as incurred expenses for purposes of subsections

7)-and(b
8 -(8.)- Section 4-88.8-(a)--(.24- of such Act -(as amended by

9 cction 2-fb.)- of this Act) is further amended by striking

10 ont the period at the end of subparagraph (B) and inserting

i in lien thereof 4 and by adding after subparagraph (B)

12 the following new subparagraph:

13 "(0) if such services are services to which the

14 next to last sentence of section 1861-(.)- applies, the

15 re&onable charges for such services."

16 -(43- Section 18324a) (2) -(0) of such Act is amended

17 by striking eat "services." and inserting in lien thereof

18 "scrvicc, other than sorviees to which the next to last sea-

19 tcnce of section 1861-(-p)- applies."

20 (b)- (1) Section 18(1 -fp)- of such Act -(-as amended by

21 subsection -(-a) (1) of this section) is further amended by

22 adding at the end thereof the following new sentence: 4n

23 addition, such term includes physical therapy services which

24 meet the requirements of the first sentence of this subsection

25 eeept that they are furnished to an individual as an in-

26 patient of a hospital or extended care facility."
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1 SEc. 254. (a) (1) Section 1861(p) of the Social

2 Security Act is amended by adding at the end thereof (after

3 and below paragraph (4) (B)) the following new sentence:

4 "In addition, such term includes physical therapy services

5 which meet the requirements of the first sentence of this sub-

6 section except that they are furnished to an individual as an

7 inpatient of a hospital or extended care facility."

8 (2) Section 1835(a) (2) (C) of such Act is amended

9 by striking out "on an outpatient basis".

10 -(-e3- (b) Section 1861 (v) of such Act (as amended by

11 sections 221 (c) (4) and 223 (f) of this Act) is further

12 amended by redesignating paragraphs (5) and (6) as para-

13 graphs (6) and (7), respectively, and by inserting after

14 paragraph (4) the following new paragraph:

15 '-(-5-)- Where physical therapy. services ae furnished by

16 a provider of services Of other oTganization specified in the

17 14ist sentence of sectio'n 1861 (p), by others under an

18 arrangement with such a provider of other organization, the

19 amount included in any payment. to such provider or orgam

20 zation under this title a the reaonab1c eost of such serviees

21 shall net cxcccd an amount equal to the salary which would

22 reasonably have been paid for such services to the person

23 performing them if they had been performed in an employ
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1 ment rclationship with such provider of organization rather

2 than under such arrangcmcnt."

3 "(5) Where physical therapy services, occupational

4 therapy services or other therapy services or services of other

5 health-related personnel (other than physicians) are furnished

6 by a provider of services, or other organization specified in the

7 first sentence of section l861(p), or by others under an ar-

8 ran gement with such a provider or other organization, the

9 amount included in any payment to such provider or organiza-

10 tion under this title as the reasonable cost of such services shall

11 not exceed an amount equal to the salary which would reason-

12 ably have 'been paid for such services to the person performing

13 them if they had been performed in an employnwnt relationship

14 with such provider or organization (rather than under such

15 arrangement) plus the cost of such other expenses incurred by

16 such person not working as a full-time employee, as the Secre-

17 tary may in regulations determine to be appropriate."

18 (d) (1) The amcndmcnts made by subsections 4a)-

19 fl shall apply with respect to services furnished ff1 Of

20 after January 4- 1971.

21 (c) (1) The amendments made by subsection (a) shall

22 apply with respect to services furnished after June 30, 1971.



276

1 (2) The amendments made by subsection -fe)- (b) shall

2 be effective with respect to accounting periods beginning on

3 or after January 1 Jane 30, 1971.

4 EXTENSION OF GR1CE PERIOD FOR TERMINATION OF SUP-

5 PLEMENPARY MEDICAL INSURANCE COVERAGE WHERE

6 FAILURE TO PAY PREMIUMS IS DUE TO GOOD CAUSE

7 Sec. 255. (a) Section 1838 (b) of the Social Security

8 Act is amended by striking out" (not in excess of 90 days)"

9 in the third sentence, and by adding at the end thereof the

10 following new sentence: "The grace period determined under

11 the preceding sentence shall not exceed 90 days; except that

12 it may be extended to not to exceed 180 days in any case

13 where the Secretary determines that there was good cause for

14 failure to pay the overdue premiums within such 90-day

15 period."

16 (b) The amendments made by subsection (a) shall

17 apply with respect to nonpayment of premiums which be-

18 come due and payable on or after the date of the enact-

19 ment of this Act or which became payable within the

20 90-day period immediately preceding such date; aiid for

21 purposes of such amendments any premium which became

22 due and payable within such 90-day period shall be con-
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i idered a premium eooming due and payable on the date

2 of the enactment of this Act.

3 EXTENSION OF TIME FOR FILING CLAIM FOR SUPPLEMEN-

4 TARY MEDICAL INSuRANCE BENEFITS WItERE DELAT

5 IS DUE TO ADMIIfiSTRATIVE ERROR

6 SEC. 256. (a) Section 1842 (b) (3) of the Social

7 Security Act (as amended by section 224 (a) of this

8 Act) is further amended by a4ldng at the end thereof the

9 following new senitene: "The requirement in subparagapb

10 (B) that a bill be submitted or request for payment be

11 made by the close of the following calendar year shall not

12 apply if (i) failure to submit the bill or request the payment

13 by the close of such year is die to the error or misrepre-

14 sentation of an officer, employee, fiscal intermediary, carriei,

15 or agent of the Department of Health, Education, and Wel-

16 fare performing funotions under this title and acting within

17 the scope of his or its authority, and (ii) the bill is submitted

18 or the payment is requested promptly after such error or mis-

19 representation is eliminated or corrected."

20 (b) The amendment made by subsetiou (a) shall ap-

21 ply with respect to bills submitted aid requsts for payment

22 made after March 1968.
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1 WAIVER OF ENROLLMENT PERIOD REQUIREMENTS WHERE

2 INDIVIDUAL'S RIGHTS WERE PREJUDICED BY ADMINTS-

3 TEATIVE ERROR OR INACTION

4 SEC. 257. (a) Section 1837 of the Social Security Act

5 is amended by adding at the end thereof the following new

6 subsection:

"(f) In any case where the Secretary finds that an mdi-

8 vidual's enrollment or nonenroliment in the insurance pro-

9 gram established by tbi part is unintentional, inadvertent,

10 or erroneous and is the result of the error, misrepresenta-

tion, or inaction of an officer, employee, or agent of the Dc-

12 partment of Health, Education, and Welfare, the Secretary

13 may take such action (including the designation for such
14 individual of a special initial or subsequent enrollment period,

15 with a coverage period determined on the basis thereof and
16 with appropriate adjustments of premiums) as may be neces-

17 sary to correct or eliminate the effects of such error, mis-
18 representation, or inaction."

19 (b) The amendment made by subsection (a) shall be
20 effective as of July 1, 1966.

21
HLIMINATION OF PROVISIONS PREVENTING ENROLLMENT

22
IN SUPPLEMENTAJY MEDICAL INSURANCE PROGRAM

23
MORE THAN THREE YEARS AFTER FIRST OPPORTUNITY

24
SEC. 258. Section 1837 (b) of the Social Security Act

25 is amended to read as follows:
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1 "(b) No individual may enroll under this part more than

2 twice."

3 WAIVER OF RECOVERY OF INCORRECT PAYMENTS FROM

4 SURViVOR WHO IS WITHOUT FAULT UNDER MEDICARE

5 PROGRAM

6 SEc. 259. (a) Section 1870 (c) of the Social Security

7 Act is amended by striking out "and where" and inserting in

8 lieu thereof the following: "or where the adjustment (or

9 recovery) would be made by decreasing payments to which

10 another person who is without fault is entitled as provided

11 in subsection (b) (4), if".

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

13 apply with respect to waiver actions considered after the date

14 of the enactment of this Act.

15 REQUIREMENT OF MINIMUM AMOUNT OF CLAIM TO ES-

16 TABLISH ENTITLEMENT TO HEARING UNDER SUPPLE-

17 MENTARY MEDICAL INSURANCE PROGRAM

18 SEC. 260. (a) Section 1842 (b) (3) (C) of the Social

19 Security Act is amended by inserting after "a fair hearing by

20 the carrier" the following: ", in any case where the amount

21 in controversy is $100 or more,".

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

23 apply with respect to hearings requested (under the proce-

24 dures established under section 1842 (b) (3) (C) of the
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1 Soca.l Security Act) after the date of the enactment of this

2 Act.

2 COLLECTION OF SUPPLEMENTARY MEDICAL INSURANCE

4 PREMIUMS FROM INDIVIDUALS ENTITLED TO BOTR

SOCIAL SECURITY AND RAILROAD RETIREMENT

6 BENEFITS

7 SEC. 261. (a) Section 1840 (a) (1) of the Social Se-

8 curity Act is amended by striking out "subsection (d)" and

9 inserting in lieu thereof "subsections (b) (1) and (c) ".

10 (b) Section 1840 (b) (1) of such Act is amended by

11 inserting "(whether or not such individual is also entitled

12 for such month to a monthly insurance benefit under section

13 202)" after "1937", and by striking out "subsection (d)"

14 and inserting in lieu thereof "subsection (c) ".

15 (c) Section 1840 of such Act is further amended by

16 striking out subsectIon (c), and by redesignating subsections

17 (d) through (i) as subsections (c) through (h),
18 respectively.

19 (d) (1) Section 1840 (e) of such Act (as so redesig-

20 nated) is amended by striking out "subsection (d)" and

21 inserting in lieu thereof "subsection (c) ".

22 (2) Section 1840 (f) of such Act (as so redesignated)

23 is amended by striking out "subsection (d) or (f)" and
24 inserting in lieu thereof "subsection (o) or (e) ".
25 (3) Section 1840 (Ii) of such Act (as so redesignated)
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1 Is amended by striking out "(c), (d), and (e) "and insert-

2 inginlienthereof"(c),and (d)".

3 (4) Section 1841 (h) of such Act is amended by strik-

4 ing out "1840(e)" and inserting in lieu thereof "1840(d)"

5 (e) Section 1841 of such Act iS amended by adding

6 at the end thereof the following new subsection:

7 "(i) The Managing Trustee shall pay from time to time

8 from the Trust Fnnd such amounts as the Secretary of

9 Health, Education, and Welfare certifies are necessary to

10 pay the costs incurred by- the Railroad Retirement Board

11 in making deductions pursuant to section 1840 (b) (1). Dur-

12 ing each fiscal year or after the olose of such fiscal year

13 the Railroad Retirement Board shall certify to the Secretary

14 the amount of the tosts it incurred in making such deduc-

15 tions and such certified amount shall be the basis for the

16 amount of such costs certified by the Secretary to the Man-

17 aging Trustee."

18 (f) The amendments made by this section shall apply

19 with respect to premiums becoming due and payable after

20 the fourth month following the month iii wbicb thie Ae

21 enactcd June 30, 1971.

22 PAYMENT FOR CERTAIN INPATIENT ILOSPITAL SERVICES

23 FURNISKED OUTSIDE TIRE UMTID STATES

24 SEC. 262. (a) Section 1814 (f) of the SocIal Security

25 Act is amended to read as follows:
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1 "Payment for Certain Inpatient Hospital Services Furnished

2 Outside the United States

3 "(f) (1) Payment shall be made for inpatient hospital

4 services furnished to an individual entitled to hospital in-

5 surance benefits under section 226 by a hospital located

6 outside the United States, or under arrangements (as de-

7 fined in section 1861 (w) ) with it, if—

8 "(A) such individual is a resident of the United

States, and

10 "(B) such hospital was closer to, or substantially

more accessible from, the residence of such individual

12 than the nearest hospital within the United States which

13 was adequately equipped to deal with, and was available

14 for the treatment of, such individual's illness or injury.

15 "(2) Payment may also be made for emergency in-

16 patient hospital services furnished to an individual entitled

17 to hospital insurance benefits under section 226 by a hospital

18 located outside the United States if—

19 "(A) such individual was physically present in a

20 place within the United States at the time the emer-

21 gency which necessitated such inpatient hospital serv-
22 ices occurred, and

23 "(B) such hospital was closer to, or substantially
24 more accessible from, such place than the nearest hos-
25 pital within the United States which was adequately
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1 equipped to deal with, and was available for the treat-

2 ment of, such individual's illness or injury.

3 "(3) Payment shall •be made in the amount pro-

4 vided under subsection (b) to any hospital for the inpatient

5 hospital services described in paragraph (1) or (2) fur-

6 nished 'to an individual by th:e hospital or under arrange-

7 ments (as defined in section 1861 (w)) with it if (A) the

8 Secretary would be required to make such payment if the

9 hospital had an agreement in effect under this title and other-

10 wise met the conditions of payment hereunder, (B) such

11 hospital elects to claim such payment, and (0) such hos-

12 pital agrees to comply, with respect to 'such services, with

13 the provisions of section 1866 (a).

14 "(4) Payment for the inpatient hospital services de-

15 seribed in paragraph (1) or (2) furnished to an individual

16 entitled to hospital insurance benefits under section 226 may

17 be made on the basis of an itemized bill to 'such individual

18 if (A) payment for such services cannot be macic under

19 paragraph (3) solely because the hospital does not elect to

20 claim such payment, and (B) such individual files appica-

21 tion (submitted within such time and in such form and

22 manner and by such person, and containing and supported

23 by such information as the Secretary shall by regulations

24 prescribe) for reimbursement. The amount payable with

25 respect to such services shall, subject to the provisions of
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1 section 1813, be equal to the amount which would be pay-

2 able under subsection (d) (3) ."

3 (b) Section 1861 (e) of such Act is amended—

4 (1) by striking out "except for purposes of sections

5 1814 (d) and 1835 (b)" and inserting in lieu thereof

6 "except for purposes of sections 1814 (d), 1814 (f), and

7 1835(b)";

8 (2) by inserting ", section 1814 (f) (2) ," immedi-

9 ately after "For purposes of sections 1814 (d) and 1835

10 (b) (including determinations of whether an individual

11 received inpatient hospital services or diagnostic services

12 for purposes of such sections) "; and

13 (3) by inserting after the third sentence the fol-

14 lowing new sentence: "For purposes of section 1814 (f)

15 (1), such term includes an institution which (i) is a

16 hospital for purposes of section 1814 (d), 1814 (f) (2),

17 and 1835 (b) and (ii) is accredited by the Joint Com-

18 mission on Accreditation of Hospitals, or is accredited

19 by or approved by a program of the country in which

20 such institution is located if the Secretary finds the ac-

21 creditation or comparable approval sta.ndards of such

22 program to be essentially equivalent to those of the Joint

23 Commission on Accreditation of Hospitals."

24 -fe)- Section 1862 (a) (4) of such 4 io amended by
25 ctriking oiit "cmcrgency".
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1 (c)(1) Section 1862 (a) (4) of such Act is amended

3 (1) striking out "emergency"; and

4 (2) inserting after "1814(f)" the following:

5 "and, subject to such conditions, limitations, and requirements

6 as are provided under or pursuant to this title, physicians'

7 services and ambulance services furnished an individual in

8 conjunction with such inpatient hospital services but only

9 for the period during which such inpatient hospital services

10 were furnished;".

11 (2) Section 1861 (r) of such Act (as amended by sec-

12 tions 203, 205(a), and 252(b) of this Act) is further

13 amended by adding the following sentence: "For the purposes

14 of section 1862(a) (4) and subject to the limitations and con-

15 ditions provided in the previous sentence, such term includes a

16 doctor of one of the arts, specified in such previous sentence,

17 legally authorized to practice such art in the country in which

18
the inpatient hospital services (referred to in such section

19 1862(a) (4)) are furnished."
20 (3) Section 1842(b) (3) (B) (ii) of such Act is

21
amended by striking out "service;" and inserting in lieu

22
thereof the following: "service (except in the case of phy-

23 . . , . .
swians services a'nd ambulance service furnished as de-

24
scribed in section 1862 (a) (4), other than for purposes of

25
section 1870(1)) ;"
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1 (4) Section 1833(a) (1) of such Act (as amen'kd by

2 section 244 (a) of this Act) is further amended by striking

3 out "and" before "(C)", and by inserting before the semicolon

4 at the end thereof the following: ", and (D) with respect to ex—

5 penses incurred for those physicians' services for which pay-

6 ment may be made under this part that are described in see-

7 tion 1862(a) (4), the amounts paid shall be subject to such

8 limitations as irtay be prescribed by regulations".

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

10 to services furnished with respect to admissions occurring

11 after Dcccmbef 3-1-v 1970 June 30, 1971.

12 STUDY W dllhIlOrRAcTIo OOVBIIAGI!3

13 Sic 23. The Sccrctary, utilizing the authority con

14 fcrrcd by acction 1110 of the Social Security A-ct;, shall eon-

15 duet a study of the coverage of services performed by chirp

16 practors under State plans approved under title XIX of suth

17 Aet in order to determine whcthcr and to what extent ouch

18 sci'vices should be covcrcd under the supplementary medical

19 insurance program under pait of tit1 XVIII of ouch Aet

20 giving particular attention to the limitations which should

21 be placed upon any such coverage and upon payment there

22 fei Such study shall include one Of more experimental, pilot,

.23 demonstration projects designed to assist in providing

24 under controlled conditions the information ncccsary to

25 achieve the objectives of the study !4he Secretary shall ,e-

26 pect the results of such study to the Congress within two
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1 years after the date of the cnactmemt of this Act, together

2 with his findings a+d ieeommcndatioiie based on such study

3 (and on such other information as he may consider rclcvant

4 concerning experience with the coverage of chiropractors by

5 public and private plans).

6 MISCELLANEOUS TECHNICAL AND CLERICAL

7 AMENDMENTS

8 SEC. 264 263. (a) Clause (A) of section 1902 (a) (26)

9 of the Social Security Act is amended by striking out "eval-

10 uation" and inserting in lieu thereof "evaluation) ", and by

11 striking out "care)" and inserting in lieu thereof "care".

12 (b) Section 1908 (d) of such Act is amended by strik-

13 ing out "subsection (b) (1)" and inserting in lieu thereof

14 "subsection (c) (1)".

15 (c) Section 408 (f) of such Act is amended by striking

16 out "522 (a)" and inserting in lieu thereof "422 (a) ".

17 PROGRAM FOR DETERMINING QUALIFICATIONS FOR

18 CERTAIN HEALTH CARE PERSONNEL

19 SEC. 264. Title XI of the Social Security Act is amended

20 by adding after section 1123 (as added by section 240 (a) of

21 this Act) and before section 1151 (as added by section 245

22 (b) of this Act) the following new section:

23 "PROGRAM FOR DETERMINING QUALIFICATIONS FOR

24 CERTAIN HEALTH CARE PERSONNEL

25 "SEC. 1124. (a) The Secretary, in carrying out his func-

26 tions relating to the qualifications for health care personnel
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1 under title XT7III, shall develop (in consultation with ap-

2 propriate professional health organizations ad State health

3 and licensure agencies) and conduct (in conjunction with

4 State health and licensure agencies) until December 31, 1975,

5 a program designed to determine the pro ficiency of individuals

6 (who do not otherwise meet the formal educational, pro fes-

7 sional membership, or other specific criteria established for

8 determining the qualifications of practical nurses, therapists,

9 laboratory technicians, X-ray technicians, psychiatric techni-

10 cians or other health care technicians and technologists) to

11 perform the duties and functions of practical nurses, thera-
12 pists, laboratory technicians, X-ray technicians, psychiatric

13 technicians, or other health care technicians or technologists.

14 Such program shall include (but not be limited to) the em-

15 ployinent of procedures for the formal testing of the pro-

16 ficiency of individuals. In the conduct of such program, no

17 individual who otherwise meets the proficiency requirements

18 for any health care specialty shall be denied a satisfactory

19 proficiency ratinq solely because of his failure to meet formal

20 educational or professional membership requirements.

21 "(b) If any individual has been determined, under the

22 program established pursuant to subsection (a), to be quali-

23 fled to perform the duties and functions of any health care
24 specialty, no person or provider utilizing the services of such

25 individual to perform such duties and functions shall be denied

26 payment, under title XVIII or under any State plan ap-
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1 proved under title XIX, for any health care services provided

2 by such person on the grounds that such individual is not

3 qualified to perform such duties and functions.

4 INSPECTOR GENERAL FOR HEALTH ADMINISTRATION

5 SEC. 265. (a) Title XI of the Social Security Act is

6 amended by adding after section 1124 (as added by section

7 264 of this Act) and before section 1151 (as added by sec-

8 tion 245(b) of this Act) the following new section:

9 "INSPECTOR GENERAL FOR HEALTH ADMINISTRATION

10 "SEC. 1125. (a) (1) In addition to other officers within

11 the Department of Health, Education, and Welfare, there

12 shall be, within such Department, an officer with the title of

13 'Inspector General for Health Administration' (hereinafter

14 in this section referred to as the 'Inspector General'), who

15 shall be appointed or reappointed by the President, by and

16 with the advice and consent of the Senate. In addition, there

17 shall be a Deputy Inspector General for Health Administra-

18 tion (hereinafter referred to as the 'Deputy Inspector Gem-

19 eral'), and such additional personnel as may be required to

20 carry out the functions vested in the Inspector General by

21 this section.

22 "(2) The term of office of any individual appointed or

23 reappointed to the position of Inspector General sail expire

24 6 years after the date he takes office pursuant to such ap-

25 paintment or reappointment.

Hit. 17550— 10
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1 "(b) The Inspector General shall report directly to the

2 Secretary of Health, Education, and Welfare (hereinafter in

3 this section referred to as the 'Secretary'); and, in carrying

4 out the functions vested in him by this section, the Inspector

5 General shall not be under the control of, or subject to

6 supervision by, any officer of the Department of Health,

7 Education, and Welfare, other than the Secretary.

8 "(c) (1) It shall be the duty and responsibility of the

9 Inspector General to arrange for, direct or conduct such re-

10 views, inspections, and audits of the health insurance program

11 established by title XVIII, the medical assistance programs

12 established pursuant to title XIX and any other programs of

13 health care authorized under any other title of this Act as he

14 considers necessary for ascertaining the efficiency and economy

15 of their administration, their consonance with the provisions

16 of law by or pursuant to which such programs were estab-

17 lished, and the attainment of the objectives and purposes for

18 which such provisions of law were enacted.

19 "(2) The Inspector General shall maintain continuous

20 observation and review of programs with respect to which he

21 has responsibilities under paragraph (1) of this subsection
22 for the purpose of—

23 "(A) determining the extent to which such pro-

24 grams are in compliance with applicable laws and
25 regulations;
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1 "(B) making recommendations for the correction

2 of deficiencies in, or for improving the organization,

3 plans, procedures, or administration of, such programs;

4 and

5 "(C) evaluating the effectiveness of such programs

6 in attaining the objectives and purposes of the provisions

7 of law by or pursuant to which such programs were

8 established.

9 "(d) (1) For purposes of aiding in carrying out his

10 duties under this section, the Inspector General shall have

access to all records, reports, audits, reviews, documents,

12 papers, recommendations, or other material of or available to

13 the Department of Health, Education, and Welfare which

14 relate to the programs with respect to which the Inspector

General has responsibilities under this section.

16 "(2) The head of any Federal department, agency,

17 office, or instrumentality shall, at the request of the Inspector

18 General, provide any information which the Inspector Gen-

19 eral determines will be helpful to him in carrying out his

20 responsibilities under this section.

21 "(e) (1) The Inspector General shall have authority
22 to suspend any regulation, practice, or procedure employed in

23 the administration of any program with respect to which he

24 has responsibilities nnder this section if, as a result of any
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1 study, investigation, review, or audit of such program, he

2 determines that—

3 "(A) the suspension of such regulation, practice,

4 or procedure will promote efficiency or economy in the

5 administration of such program; or

6 "(B) such regulation, practice, or procedure is con-

7 trary to applicable provisions of law, or does not carry

8 out the objectives and purposes of the provisions of law

9 by or pursuant to which there was established the pro-

10 qram in connection with which such regulation, practice,

11 or procedure is promulgated, instituted, or applied.

12 "(2) (A) Any suspension by the Inspector General of

13 any regulation, practice, or procedure pursuant to this sub-

14 section shall remain in effect until the Inspector General

15 issues an order reinstating such regulation, practice, or pro-

16 cedure; except that (i) in the case of any existing regulation,

17 the Secretary may, at any time after any such suspension by

18 the Inspector General, issue an order revoking such suspen-

19 $ion, and (ii) in the case of a suspension of a practice or

20 procedure or the application of a proposed regulation, the

21 Secretary may, at any time later than 30 days after any such

22 suspension by the Inspector General, issue an order revoking

23 such suspension.

24 "(B) Whenever the Secretary issues an order revoking

25 any such suspension by the Inspector General, he shall
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1 promptly notify the Committee on Finance of the Senate

2 and the Committee on Ways and Means of the House of

3 Representatives of such order and shall submit to each such

4 committee information explaining his reasons for the issuance

5 of such order.

6 "(f) (1) The Inspector General may, from time to time,

7 submit such reports to the Committee on Finance of the Sen-

8 ate and the Committee on Ways and Means of the House of

9 Representatives relating to his activities as he deems to be

10 appropriate.

11 "(2) Whenever either of the committees referred to in

12 paragraph (1) makes a request to the Inspector General to

13 furnish such committee with any information, or to conduci

14 any study or investigation and report the findings resulting

15 therefrom to such committee, the Inspector General shall

16 comply with such request.

17 "(3) Whenever the Inspector General issues an order

18 suspending or reinstating any regulation, practice, or pro-

19 cedures pursuant to subsection (e), he shall promptly notify

20 the Committee on Finance of the Senate and the Committee

21 on Ways and Means of the House of Representatives of such

22 order and shall submit to each such Committee information

23 explaining his reasons for the issuance of such order.

24 "(g) The Inspector General may make expenditures

25 (not in excess of $50,000 in any fiscal year) of a con fiden-
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1 tial nature when he finds that such expenditures are in aid

2 of inspections, audits, or reviews under this section; but such

3 expenditures so made shall not be utilized to make payments,

4 to any one individual, the aggregate of which exceeds

5 $2,000. The Inspector General shall submit annually a con-

6 fidential report on expenditures under this provision to the

7 Committee on Finance of the Senate and the Committee on

8 Ways and Means of the House of Representatives.

9 "(h) (1) Expenses of the Inspector General relating

10 to the health insurance program established by title XVIIJ

11 shall be payable from the Federal Hospital Insurance Trust

12 Fund and from the Federal Supplementary Medical Insur-

13 ance Trust Fund, with such portions being paid from each

14 such Fund as the Secretary shall deem to be appropriate.

15 Expenses of the Inspector General relating to medical assist-

16 ance programs established pursuant to title XIX shall be
17 payable from funds appropriated to carry out such title; and

18 expenses of the Inspector General relating to any program

19 of health care authorized under any title of this Act (other

20 than titles XVIII and XIX) shall be payable from funds

21 appropriated to carry out such program.

22 "(2) There are hereby authorized to be appropriated

23 such sums as may be necessary to carry out the purposes

24 of this section.

25 "(i) The Secretary shall provide the Inspector General



295

1 and his staff with appropriate office space within the facili-

2 ties of the Department of Health, Education, and Welfare,

3 together with such equipment, office supplies, and corn-

4 munications facilities and services, as may be necessary for

5 the operation of such office and shall provide necessary

6 maintenance services for such office and the equipment and

7 facilities located therein."

8 (b) Section 5315 of title 5, United States (Jode, is

9 amended by inserting:

10 "(93) Inspector General for Health Administra-

11 tion."

12 immediately below

13 "(92) Executive Vice President, Overseas Private

14 Investment Corporation."

15 INCREASE IN LIMITATION ON PAYMENTS TO PUERTO

16 RICO FOR MEDICAL ASSISTANCE

17 SEC. 266. (a) Section 1108(c) (1) of the Social Be-

18 curity Act is amended by striking "$20,000,000" and

19 inserting in lieu thereof "$30,000,000".

20 (b) The amendment made by this section shall apply

21 with respect to fiscal years beginning after June 30, 1971.

22 ESTABLISHMENT OF PRIORiTIES FOR SCREENING OF CHIL-

23 DREN UNDER MEDICAL ASSISTANCE PROGRAMS

24 SEC. 267. Section 1905(a) (4) (B) of the Social Secu-

25 rity Act is amended by inserting immediately after the semi-
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1 colon at the end thereof the following: "and, in order to assure

2 the orderly implementation of this subclause (B), such regu-

3 lations shall establi$h priorities with respect to the screening

4 of eligible individuals in order of age groups;".

5 TREATMENT iN MENTAL HOSPITALS FOR INDIVIDUALS

6 UNDER AGE 21

7 SEC. 268. (a) Section 1905(a) of the Social Security

8 Act is amended—

9 (1) by striking the word "and" in paragraph (14);
10 (2) by redesignating paragraph (15)as paragraph

11 (17);

12 (3) by inserting after paragraph (14) the follow-

13 ing new paragraph:

14 "(15) effective July 1, 1971, inpatient psychiatric

15 hospital services for individuals under 21, as defined in

16 subsection (c) ;".

17 (b) Section 1905 of such Act is further amended by

18 adding after subsection (b) the following new subsection:

19 "(c) (1) For purposes of paragraph (15) of subsec-

20 tion (a), the term 'inpatient psychiatric hospital services for

21 individuals under age 21' includes only—

22 "(A) inpatient services which are provided in an
23 institution which is accredited as a psychiatric hospital

24 by the Joint Commission on Accreditation of Hospitals;

25 "(B) inpatient services which, in the case of any
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1 individual, involves active treatment (which meets such

2 standards, equivalent to standards applicable with respect

3 to inpatient psychiatric hospital services under title

4 XVIII, as may be prescribed in regulations by the Sec-

5 retary) of such individual; and

6 "(0) inpatient services which, in the case of any

7 individual, are provided prior to (A) the date such in-

8 dividual attains age 21, or (B) in the case of an in-

9 dividual who was receiving such services in the period

10 immediately preceding the date on which he attained

11 age 21, (i) the date such individual no longer requires

12 such services, or (ii) if earlier, the date such individual

13 attains age 22;

14 "(2) Such term does not include services provided

15 during any calendar quarter under the State plan of any

16 State if the total amount of the funds expended, during such

17 quarter, by the State (and the political subdivisions thereof)

18 from non-Federal funds for services included under para-

19 graph (1) is less than the average quarterly amount of

20 the funds expended, during the 4-quarter period ending

21 December 31, 1970, by the State (and the political sub-

22 divisions thereof) from non-Federal funds for such services."

23 (c) Section 1905(a) is further amended by striking

24 out, in the part which follows paragraph (17) (as re-

25 designated by subsection (a) of this section), "except that"
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1 and inserting in lieu thereof "except as otherwise provided

2 in paragraph (15),".

3 INCLUSION UNDER MEDICAID OF CARE IN INTERMEDIATE

4 CARE FACILITIES

5 SEC. 269. (a) Section 1905(a) of the Social Security

6 Act is amended by inserting after clause (15) (as added

7 by section 268 of this Act) the following new clause:

8 "(16) effective July 1, 1971, intermediate care fa-

9 cility services (other than such services in an institution

10 for tuberculosis or mental diseases) for individuals who

are determined, in accordance with section 1902 (a) (33)

12 (A), to be in need of such care;".

13 (b) Section 1905 of such Act is amended by adding

14 at the end thereof the following new subsections:

15 "(d) For purposes of this title the term 'intermediate

16 care facility' means an institution or distinct part thereof

17 which (1) is licensed under State law to provide, on a regu-

18 lar basis, health-related care and services to individuals who

19 do not require the degree of care and treatment which a hos-

20 pital or skilled nursing home is designed to provide, but who

21 because of their mental or physical condition require care

22 and services (beyond the level of room and board) which

23 can be made available to them only through institutional

24 facilities, (2) has on its staff at least one full-time licensed

25 practical nurse, (3) meets such standards prescribed by the
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1 Secretary as he finds appropriate for the proper provision of

2 such care, and (4) meets such standards of safety and sanita-

3 tion as are applicable to nursing homes under State law. The

4 term 'intermediate care facility' also includes a Christian

5 Science sanatorium operated, or listed and certified, by the

6 First Church of Christ, Scientist, Boston, Massachusetts, but

7 only with respect to institutional services deemed appropriate

8 by the State. With respect to services furnished to individuals

9 under age 6, the term 'intermediate care facility' shall not

10 include, except as provided in subsection (e), any public

11 institution or distinct part thereof for mental diseases or

12 mental defects. Clause (2) shall not apply to any such insti-

13 tution or distinct part thereof 'which meets the requirements

14 of subsection (e).

15 "(e) The term 'intermediate care facility services' may

16 include services in a public institution (or distince part

17 thereof) for the mentally retarded or persons with related

18 conditions if—

19 "(1) the primary purpose of such institution (or

20 distinct part thereof) is to provide health or rehabilitative

21 services for mentally retarde(i jflflivi(IUO1S and ,i'hich meet

22 such standards as may be prescribed by the Secretary;

23 "(2) the mentally retarded individual with respect

24 to whom a request for payment is made under a plan
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1 approved under this title is receiving active treatment

2 under such a program; and

3 (13)
the State or political subdivision responsible'

4 for the operation of such institution has agreed that the

5 non-Federal expenditures with respect to patients in such

6 institution (or distinct part thereof) will not be reduced

7 because of payments made under this title."

8 (c) Effee'tive July 1, 1971, section 1121 of such Act

9 is repealed.

10 USE OF CONSULTANTS FOR EXTENDED CARE FACILITIES

11 SEC. 270. Section 1864(a) of the Social Security Act

12 is amended by adding at the end the following new sentence:

13 "Any State agency which has such an agreement may, sub-

14 ject to approval of the Secretary, furnish to an extended care

15 facility, after proper request by such facility, such specialized

16 consultative services (which such agency is able and will-

17 ing to furnish) as such facility may need to meet one or more

18 of the conditions specified in section 1861 (j). Any such

19 services furnished by a State agency shall be deemed to have

20 been furnished pursuant to such agreement."

21 TERMINATION OF NATIONAL ADVISORY COUNCIL ON

22 NURSING HOME ADMINISTRATION

.23 SEc. 271. Section 1908(f) (5) of the Social Securit!,,

24 Act is amended by striking out "December 31, 1971" and

25 inserting in lieu thereof "December 31, 1970".
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1 AUTHORITY FOR MISSOURI TO MODIFY ITS MEDICAL AS-

2 S1STANCE PROGRAM: REPEAL OF SECTION 1902(d) Oh'

3 THE SOCIAL SECURITY ACT

4 SEC. 272. (a) The State of Missouri is hereby author-

5 ized to modify its State plan approved under title XIX of the

6 Social Security Act, effective for the fourth-quarter period

7 commencing July 1, 1970, in accordance with the provisions

8 of section 1902(d) of such Act (but without application of

9 clause (1) of the first sentence thereof).

10 (b) Section 1902(d) of the Social Security Act is re-

11 pealed.

12 PENALTIES FOR FRAUDULENT ACTS AND FALSE

13 REPORTING UNDER MEDICARE AND MEDICAID

14 SEC. 273. (a) Section 1872 of the Social Security Act

15 is amended by striking out "208,".

16 (b) Title XVIII of the Social Security Act is amended

17 by adding at the end thereof (after section 1876 added to

18 such Act by section 239 (a) of this Act) the following new

19 section:

20 "PENALTIES

21 "SEc. 1877 (a) The provisions of section 208 of this

22 Act shall apply with respect to this title to the same extent

23
as they are applicable with respect to title II, except that in

24
the case of penalties applicable to this title, such penalties
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1 shall be a fine of not mare than $10,000 or imprisonment for

2 not more than one year, or both.

3 "(b) Notwithstanding the provisions of subsection (a),

4 any provider of services, supplier, physician, or other person

5 who furnishes items or services to an individual for which

6 payment is or may be made under this title and who solicits,

7 offers, or receives any—

8 (1) kickback or bribe in connection with the fur-

nishing of such items or services or the making or receipt

10 of such payment, or

11 (2) rebate of any feeor charge for referring any
12 such individual to another person for the furnishing of
13 such items or services

14 shall be guilty of a misdemeanor and upon conviction thereof

15 shall 1o fined not more than $10,000 or imprisoned for not
16 more than one year, or both.

17 "(c) Whoever knowingly and willfully makes or causes
18 to be made, or induces or seek3 to induce the making of, any
19 false statement or representation of a material fact with
20 respect to the conditions or operation of any institution or
21 facility in order that such institution or facility may qualify
22

as a hospital, extended care facility, or home health agency
23

(as those terms are defined in section 1861), shall be guilty
24 of a misdemeanor and upon conviction thereof shall be fined
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1 not more than $2,000 or imprisoned for not more than 6

2 months, or both."

3 (c) Title XIX of such Act is amended by adding after

4 section 1908 the following new section:

5 "PENALITIES

6 "SEc. 1909. (a) Any person who furnishes items or

7 services to an individual for which payment is or may be made

8 in whole or in part out of Federal funds under a State plan

9 approved under this title and who solicits, offers or receives

10 any—

11 (1) kickback or bribe in connection with the furnish-

12 ing of such items or services or the making or receipt of

13 such payment, or

14 (2) rebate of any fee or charge for referring any

15 such individual to another person for the furnishing of

16 such items or services

17 shall be guilty of a misdemeanor and upon conviction thereof

18 shall be fined not more than $10,000 or imprisoned for not

19 more than one year, or both.

20 "(b) Whoever knowingly and willfully makes or causes

21 to be made, or induces or seeks to induce the making of, any

22 false statement or representation of a material fact with re-

23 spect to the conditions or operation of any institution or

24 facility in order that such institution or facility may qualify
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1 as a hospital, skilled nursing home, intermediate care facility,

2 or home health agency (as those terms are employed in this

3 title) shall be guilty of a m,isdenwanor and upon conviction

4 thereof shall be fined not more than $2,000 or imprisoned for

5 not niore than 6 months, or both."

6 (d) The provisions of subsection (a) shall not be appli-

7 cable to any acts, statements, or representations made or corn-

8 mitted prior to the enactment of this Act.

9 PUBLIC ACCESS TO RECORDS CONCERNING AN

10 INSTITUTION'S QUALIFICATION

11 SEC. 274. Section 1866 of the Social Security Act is

12 amended by (1) redesignating subsection (e) as subsection

13 (f) and (2) inserting after subsection (d) the following new

14 subsection:

15 "(e) If the Secretary finds that a hospital or extended

16 care facility which has entered into an agreement under this

17 section has failed to comply with one or more of the appli-

18 cable provisions of section 1861 and regulations issued there-

19 under, but that such failure is not sufficient to justify a termi-

20 nation of such agreement, he shall notify such hospital or

21 extended care facility of such failure. If after a reasonable

22 length of time, not to exceed 90 days from the date of such

23 notification, such failure still exists, the Secretary shall make

24 public (as provided in regulation) in readily available form

25 and place information as to such failure by such hospital or

26 extended care facility."
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1 LIEN IN FAVOR OF UNITED STATES WHERE OVERPAY-

2 MENT DETERMINED

3 SEC. 275. Title XVIII of the Social Security Act is

4 amended by adding at the end thereof (after section 1877

5 added to such Act by section 273 of this Act) the following

6 new section:

7 "LIEN IN FAVOR OF UNITED STATES WHERE OVER-

8 PAYMENT IS DETERMINED

9 "S.c. 1878. (a) Where the Secretary determines that

10 a provider of services or other person who has furnished

11 items or services to an individual is indebted to the United

12 States by reason of payments made to such provider or other

13 person under this title, and after demand by the Secretary,

14 the provider of services or other person neglects or refuses to

15 pay the amount of such indebtedness, such amount (including

16 any interest) shall be a lien in favor of the United States

17 upon all property and rights to property, whether real or per-

18 sonal, belonging to such provider or person.

19 "(b) Unless another date is specifically fixed by law, the

20 lien imposed by subsection (a) shall arise at the time the Sec-

21 retary makes the demand referred to in such subsection (a)

22 and shall continue until the liability for the amount deter-

23 mined to be due the United States (or a judgment against the

24 provider or person arising out of an action pursuant to sub-

25 section (d)) is satisfied or becomes unenforceable by reason

26 of lapse of time.
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1 "(c) The provisions of section 6323 (relating to the

2 validity and priority against certain persons) and section

3 6325 (relating to release of lien or discharge of property)

4 of the Internal Revenue Code of 1954 shall be applicable to

5 the lien imposed by subsection (a) of this section in the same

6 manner, to the same extent, and under the same conditions

7 as such sections 6323 and 6325 are applicable to the lien

8 imposed by section 6321 of such code, and for purposes of

9 this section, the following terms used in such sections 6323

10 and .6325 shall have the meanings assigned to them in this

11 subsection—

12 "(1) the term 'lien imposed by section 6321' shall

13 mean 'the lien imposed by subsection (a)';

14 "(2) the term 'Secretary or his delegate' shall mean

15 the 'Secretary of Health, Education, and Welfare';

16 "(3) the term 'tax lien filing' shall mean the 'filing

17 of notice of the lien imposed by subsection (a)';

18 "(4) the terms 'lien imposed with respect to any in-

19 ternal revenue tax' or 'lien imposed by this chapter' shall

20 mean 'lien im posed under subsection (a)';

21 "(5) reference to the assessment of an amount or the

22 assessment of a tax shall be a reference to the amount

23 determined due by the Secretary with respect to which a

24 lien is imposed tinder subsection (a).

25 "(d) In the case of any provider of services or other
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1 persons furnishing services under this title with respect to

2 whose property or rights to property a lien has been filed pur-•

3 suant to this section and who is dissatisfied with such filing,

4 such provider or person shall be entitled to a hearing thereon

5 by the Secretary (after reasonable notice and opportunity

6 for a hearing) to the same extent as is provided in section

7 205(b), and to judicial review of the Secretary's final deci-

8 sion after such hearing as is provided in section 205(b), and

9 to judicial review of the Secretary's final decision after such

10 hearing as is provided in section 205(g). In any such hear-

11 ing, such provider or person shall have the right to challenge

12 the Secretary's determination of overpayment which gave rise

13 to the filing of such lien and the burden of proof shall be

14 upon the provider or person challenging the Secretary's

15 determination of overpayment."

16 EXTENSiON OF TITLE V TO AMERICAN SAMOA AND THE

17 TRUST TERRITORY OF THE PACIFIC ISLANDS

18 SEC. 276. (a) Section 1101 (a) (1) of the Social Secu-•

19 rity Act is amended by adding at the end thereof the follow-

20 ing sentence: "Such term when used in title V also includes

21 American Samoa and the Trust Territory of the Pacific

22 Islands."

23 (b) Section 1108(d) is amended by inserting, after "allot

such smaller tmount to Guam", the following: ", American

25 Samoa, and the Trust Territory of the Pacific Islands".
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1 (c) The amendments made by this section shall apply

2 with respect to fiscal years beginning after June 30, 1971.

3 RELATIONSHIP BETWEEN MEDiCAID AND COMPREHENSIVE

4 HEALTH CARE PROGRAMS

5 SEC. 277. Section 1902(a) (23) of the Social Security

6 Act is amended by adding at the end thereof the following:

7 "a State plan shall not be deemed to be out of compliance

8 with the requirements of this paragraph or paragraph (1)

9 or (10) solely by reason of the fact that the State (or any

10 political subdivision thereof) has entered into a contract with

an organization which has agreed to provide care and services

12 in excess of those offered under the State plan to indivioua1s

13 eligible for medical assistance who reside in the geographic

14 area served by such organization and who elect to obtain such

15 care and services from such organi.zation;"

16 REFUND OF EXCESS PREMIUMS UNDER MEDICARE

17 SEC. 278. Section 1870 of the Social Security Act is

18 amended by adding at the end thereof the following new

19 subsection:

20 "(g) If an individual, who is enrolled under section 103

21 (d) of the Social Security Amendments of 1965 or under

22 section 1837, dies, and premiums with respect to such en-

23 roilment have been received with respect to such individual

24 for any month after the month of his death, such premiums

25 shall be refunded to the person or persons determined by the
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1 Secretary under regulations to have paid such premiums,

2 or if payment for such premiums was made by the deceased

3 individual before his death, to the legal representative of the

4 estate of such deceased individual, if any. If there is no

5 person who meets the requirements of the preceding sentence

6 seuih premiums shall be refunded to the person or persons

7 in the priorities specified in paragraphs (2) through (7) of

8 subsection (e)."

9 CLARIFICATION OF MEANING OF "PHYSICIANS' SERVICES"

10 UNDER TITLE XIX

11 SEC. 279. Section 1905(a) (5) of the Social Security

12 Act is amended by inserting "furnished by a physician (as

13 defined in section 1861 (r) (1))" after. "physicians' services".

14 CHIROPRACTORS' SERVICES UNDER MEDICAID

15 SEC. 280. (a) Section 1905 of the Social Security Act

16 (as amended by sections 268(b), 269 (b), and 279 of this

17 Act) is further amended by adding after subsection (d) the

18 following new subsection:

19 "(e) If the State plan includes provision of chiroprac-

20 tors' services, such services include only—

21 "(1) services provided by a chiropractor (A) who

22 is licensed as such by the State and (B) who meets uni-

23 form minimum standards promulgated by the Secretary

24 under section 1861 (r) (5); and
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1 "(2) services which consist of treatment by means

2 of manual manipulation of the spine whioh the chiro-

3 practor is legally authorized to perform by the State.

4 (b) The amendment made by this section shall be effec-

5 tive with respect to services furnished after June 30, 1971.

6 PROVIDER REIMBURSEMENT APPEALS BOARD

7 SEC. 281. (a) Title XVIII of the Social Security Act

8 is amended by inserting after section 1878 (as added by sec-

9 tion 275 of this Act) the following new section:

10 "PROVIDER REIMBURSEMENT APPEALS BOARD

11 "SEc. 1879. (a) Any provider of services which has

12 filed a required cost report within the time specified in regular

13 tions may obtain a hearing with respect to such cost report by

14 the Provider Reimbursement Appeals Board (hereinafter

15 referred to as 'the Board') if—

16 "(1) such provider—

17 "(A) is dissatisfied with a final determination.

18 of the organization serving as its fiscal intermediary

19 pursuant to section 1816 as to the reasonable cost of

20 the items and services furnished to individuals for

21 which payment may be made under this title for the

22 period covered by such report, or

23 "(B) has not received such final determination
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1 from such intermediary within ninety days from the

2 date of filing such report, where such report co'rn-

3 plied with the rules and regulations of the Secretary

4 relating to such report, or

5 "(0) has not received such final determination

6 within ninety days of filing a supplementary cost re-

7 port, where such cost report did not so comply and

8 such supplementary cost report did so comply, and

9 "(2) the amount in controversy is $10,000 or more,

10 and

11 "(3) such provider files a request for a hearing

12 within 180 days after—

13 "(A) notice of the intermediary's final determi-

14 nation under paragraph (1) (A), or

15 "(B) the filing of the cost report under para-

16 graph (1)(B), or

17 "(C) the filing of the supplementary cost report

18 under paragraph (1) (C).

19 "(b) The provisions of subsection (a) shall apply to any

20 group of providers of serviees if each provider of services in

21 such group would, upon the filing of an appeal (but without

22 regard to the $10,000 limitation), be entitled to such a hear-S

23 irtg, but only if the matters in controversy involve a common

24 question of fact or interpretation of law or regulations and
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1 the amount in controversy is, in the aggregate, $10,000 or

2 more.

3 "(c) At such hearing, the provider of services shall have

4 the right to be represented by counsel, to introduce evidence,

5 and to examine and cross-examine witnesses. Evidence may be

6 received at any such hearing even though inadmissable under

7 rules of evidence applicable to court procedure.

8 "(d) A decision by the Board shall be based upon the

9 record made at such hearing, which shall include the evidence

10 considered by the intermediary and such other evidence as

11 may be obtained or received by the Board, and shall be sup-

12 ported by substantial evidence when the record is viewed as a

13 whole. The Board shall have the power to affirm, modify, or

14 revise a final determination of the fiscal intermediary with

15 respect to a cost report and to make any other revisions on

16 matters covered by such cost report (including revisions

17 adverse to the provider of service) even though such matters

18 were not considered by the intermediary in making such final

19 determination. Where the Board grants a hearing pursuant

20 to sub paragraphs (B) and (C) of paragraph (1) of sub-

21 section (a) it shall have the power to make a final deterrnina-

22 tion with respect to the cost report to the same extent as the

23 fiscal intermediary.

24 "(e) The Board shall have full power and authority to

25 make rules and establish procedures, not inconsistent with the
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1 provisions of this title, which are necessary or appropriate to

2 carry out the provisions of this section. In the course of any

3 hearing the Board may administer oaths and afflrmation&

4 The provisions of subsections (d), (e) and (f) of section 205

5 to sub penas shall apply to the Board to the same extent as

6 they apply to the Secretary with respect to title II.

7 "(f) A decision of the Board shall be final and shall be

8 affirmed by the Secretary within 60 days after the date such

9 decision is made unless the Secretary, on his own motion, and

10 within a 90-day period after the provider of servioes in notified

11 of the Board's decision, reverses or modifies adversely to such

12 provider the Board's decision. In any case where such

13 reversal or modification or nonaffirmation occurs the pro-

14 vider of services may obtain a review of such decision by a

15 civil action commenced within sixty days of the date he is

16 notified of the Secretary's reversal or modification. Such

17 action shall be brought in the district court of the United

18 States for the judicial district in which the provider is located

19 or in the District Court for the District of Columbia. and shall

20 be tried pursuant to the applicable provisions under chapter

21 7 of title 5, United States Code, notwithstanding any other

22 provisions in section 205.

23 "(g) The findings of a fiscal intermediary that no pay-

24 ment may be made under this title for any expenses incurred

25 for items or services furnished to an individual because such
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1 items or services are listed in section It962 shall not be re

2 viewed by the Board or by any court.

3 "(h) The Board shall be composed of five members ap-

4 pointed by the Secretary without regard to the provisions of

5 title 5, United States Code, governing appointments in the

6 competitive servioc. Two of such members shall be selected

7 from representatives of organizations representing providers

8 of services. Such members shall be persons knowledgeable in

9 the field of cost reimbursement, at least one of whom shall be

10 a certified public accountant, and shall be entitled to receive

11 compensation at rates fixed by the Secretary, but not exceed-

12 ing the rate specified (at the time service is rendered by such

13 members) for grade GS—18 in title 5, section 5332. The term

14 of office shall be three years, except that the Seretary shall

15 appoint initial members of the Board for shorter terms to the

16 extent necessary to permit staggered terms of office."

17 (b) The amendments made by this section shall apply

18 with respect to cost reports of providers of services, as defined

19 in title XVIII of the Social Security Act, for accounting

20 periods ending after June 30, 1971.

21 LiMITATION ON ADJUSTMENT OR RECOVERY OF INCORRECT

22 PAYMENTS UNDER THE MEDICARE PROGRAM

23 SEC. 282. (a) (1) Section 1870(b) (1) of the Social

24 Securitj Act is amended by—

25 (A) inserting "(A)" after "the Secretary deter-
26 mines"; and
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I ('B) inserting at the end of paragraph (1) the

2 following:

"(B) that such provIdei. of' services or other persOn'

4 wows without fault 'with respec.t to the payment of such

5 excess over the correct amount, •or".

6 (2) Section 1870(b) of suck'Act' is' amended by adding'

7 at the end the followii new semtence': "For purposes of

8 clause ('B) of paragraph (1), such provider of services or

9 such other person shall, in the absence. of evidence to the

10 contrary, be deemed to be- without fault if the Secretary'3

11 determination that mre-tha'n' such correct' amount was paid

12 was made subsequen't to the third year following the year

13 in which notice was- sent to such individual 'that such amovnt

14 had been paid."

15 (?b) Section 1870 (c) of suck Act is amended by—

16 (1) insertirtg "ortitle XVIII" after "title II", and

17 (2) adding at the end the following new sentence:

18 "AdjüstmeiLt' or recovery of an incovr,ect payment (or

19 only such part of an incorrect paynwnt as the Secretary

determzne.S to be i'nconsistertt with' the purposes of this

21 title) against an individual who is without fault shall be

22 deemed to be against equity and good conscience if (A)

23 the incorrect paymeni was made for expenses incurred for

24 items or 8ervices for which payment may not be made
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1 under this title by reason of the provisions of paragraph

2 (1) or (9) of section 1862 and (B) if the Secretary's

3 determination that such payment was incorrect was

4 made subsequent to the third year following the year in

5 which notice of such payment was sent to such individual."

6 (c) Section 1866 (a) (1) of such Act is amended by—

7 (1) redesignating subparagraph (B) as sub para-

8 graph (C), and

9 (2) inserting after subparagraph (A) the follow-

10 ing new subparagraph:

11 "(B) not to charge any individual or any other

12 person for items or services for which such individual

13 is not entitled to have payment made under this title be-

14 cause payment for expenses incurred for such items or

15 services may not be made by reason of the provisions of

16 paragraphs (1) or (9), but only if (i) such individual

17 was without fault in incurring such expenses and (ii)

18 the Secretary's determination that such payment may not

19 be made for such items and services was made ater the
20 third year following the year in which notice of such
21 payment was sent to such individual, and".

22 (d) Section 1842(b) (3) (ii) of such Act is amended
23 by—

24 (1) inserting "(I)" after "of which"; and
25 (2) inserting after "service" the following: "and
26 (II) the physician or other person furnishing such serv-
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1 ice agrees not to charge for such service if payment may

2 not be made there for by reason of the provisions of para-

3 graph (1) of section 1862, and if the individual to

4 whom such service were furnished was without fault in

5 incurring the expenses of such service, and if the Secre-

6 tary's determination that payment (pursuant to such

7 assignment) was incorrect was made subsequent to the

8 third year following the year in which notice of such

9 payment was sent to such individual".

10 (e) Section 1814(a) (1) of such Act is amended to read

as follows:

12 "(1) written request, signed by such individual, ex-

13 cept in cases in which the Secretary finds it impracticable

14 for the individual to do so, is filed for such payment in

15 such form, in such manner and by such person or persons

16 as the Secretary may by regulation prescribe, no later

17 than the close of the period of 3 calendar years following

18 the year in which such services are furnished (deeming

19 any services furnished in the last 3 calendar months of

20 any calendar year to have been furnished in the succeed-

21 ing calendar year) except that where the Secretary deems

22 that efficient administration so requires, such period may

23
be reduced to not less than 1 calendar year;"

24 (f) Section 1835(a) (1) of such Act is amended to read

25 as follows:

26 "(1) written request, signed by such individual, ex-
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1 cept in cases in which the Secretary finds it impracticable

2 for the individual to do so, is filed for such payment in

3 such form, in such manner and by such person or persons

4 as the Secretary may by regulation prescribe, no later

5 than the close of the period of 3 calendar years following

6 the year in which such services are furnished (deeming

7 any services furnished in the last 3 calendar months of

8 any calendar year to have been furnished in the succeed-

9 ing calendar year) except that where the Secretary deems

10 that efficient administration so requires, such period may

11 be reduced to not less than 1 calendar year; and"

12 (g) The provisions of subsections (a), (b), (c), and (d)

13 of this section shall apply in the case of notices of payment sent

14 to individuals after 1968. The provisions of subsections (e)

15 and (f) shall apply in the case of requests for payment filed

16 after December 31, 1971.

17 PROVIDE FOR 75 PERCENT MATCHING UNDER MEDICAID OF

18 EXPENDITURES FOR PROFESSIONAL REVIEW OF

19 SKILLED NURSING HOMES AND INTERMEDIATE CARE

20 FACILITIES

21 SEC. 283. Section 1903 (a) (2) of the Social Security Act
22 is amended—
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1 (1) by inserting "(A)" immediately after "attribut-

2 able to", and

3 (2) by inserting immediately before "; plus" the

4 following: "and (B) payment for professional review

5 activities, performed by skilled professional medical per-

6 sonell and staff directly supporting such personell pursu-

7 ant to section 1902(a) (26) and (33), regardless of

8 whether such activities are performed by State agency

9 personnel or by others under an arrangement with such

10 agency".

11 TITLE Ill—TRADE ACT OF 1970

12 PART A—AMENDMENTS TO THE TRADE EXPANSION ACT

13 OF 1962

14 SUBPART 1—TRADE AGREEMENTS

15 SEC. 301. BASIC AUTHORITY FOR TRADE AGREEMENTS.

16 (a) Section 201 (a) (1) of the Trade Expansion Act of

17 1962 (19 U.S.C. 1821 (a) (1)) is amended by striking out

18 "July 1, 1967" and inserting in lieu thereof "July 1, 1975".

19 (b) Section 201 (b) (1) of such Act is amended to
20 read as follows:

21 "(1) decreasing any rate of duty—
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1 "(A) in order to carry out a trade agreement

2 entered into before July 1, 1967, to a rate below

3 50 percent of the rate existing on July 1, 1962, or

4 "(B) in order to carry out a trade agreement

5 entered into after June 30, 1967, and before
6 July 1, 1975, to a rate below the lower of—

7 "(i) the rate 20 percent below the rate
8

existing on July 1, 1967; or

"(ii) the rate 2 percent ad valorern (or
10

ad valorem equivalent) below the rate exist-
11

ing on July 1, 1967; or".
12

(c) Section 201 of such Act is amended by adding at the

13 end thereof the following new subsection:

14
"(c) No proclamation pursuant to subsection (a) shall

15
be made in order to carry out a trade agreement entered into

16
after June 30, 1967, and before July 1, 1975, except to pro-

17
claim (1) increased or additional import restrictions and

18
(2) such modifications as may be necessary to fulfill conces-

19
sions granted as compensation for import restrictions imposed

20
by the United States."

21
(d) Sections 202, 211 (a) and (e), 212, 213(a), and

22
221 of such Act are each amended by striking out "201

23
(b) (1)" and inserting in lieu thereof "201(b) (1) (A)".

24
(e) Section 256 of such Act (19 U.S.C. 1886) is

25
amended by adding at the end thereof the following new

26
paragraph:
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1 "(8) The term 'existing on July 1, 1967', as ap-

2 plied to a rate of duty, refers to the lowest nonpreferen-

3 tial rate of duty (however established, and even though

4 temporarily suspended by Act of Congress or otherwise)

5 existing on such date or (if lower) the lowest non-

6 preferential rate to which the United States was cOrn-

7 mitted on July 1, 1967, and with respect to which a

8 proclamation was in effect on July 1, 1970."

9 SEC. 302. STAGING REQUIREMENTS.

10 (a) Section 253(a) of the Trade Expansion Act of

11 1962 (19 U.S.C. 1883) is amended by striking out "trade

12 agreement under this title" and inserting in lieu 'thereof

13 "trade agreement entered into before July 1, 1967, under

14 this title".

15 (b) Section 253(c) of such Act is amended by striking

16 out "trade agreement entered into under section 201 (a)"

17 and inserting in lieu thereof "trade agreement entered into

18 before July 1, 1967, under this title".

19 (c) Section 253 of such Act is amended by red esi gnat-

20 ing subsection (d) as subsection (e) and by inserting after

21 subsection (c) the following new subsection:

22 "(d) Except as otherwise provided in section 254, the

23 aggregate reduction in the rate of duty on any article which

24 is in effect on any day pursuant to a trade agreement entered

25 into under this title after June 30, 1967, and before July 1,

H.R. 17550 11
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1 1975, shall not exceed the aggregate reduction which would

2 have been in effect on such day if—

3 "(1) one-half of the aggregate reduction under

4 such agreement for such article had taken effect on the

5 date of the first proclamation pursuant to section 201 (a)

6 to carry out such trade agreement, and

7 "(2) the remaining one-half of such aggregate re-

8 duction had taken effect 1 year after the date referred

9 to in paragraph (1).

10 In applying the preceding sentence to any article, if, on

the date referred to in paragraph (1) of the preceding sen-

12 tence, there remained reductions pursuant to a prior trade

13 agreement which had not yet taken effect, suOh remaining

14 reductions shall be deemed to be included within the aggre-

15 gate reduction under the trade agreement entered into after

16 June 30, 1967, and before July 1, 1975."

17 (d) Subsection (e) of such section 253 (as redesignated

18 by subsection (c) of this section) is amended—

19 (1) by striking out "a reduction takes effect" and
20 inserting in lieu thereof "a reduction under any trade
21

agreement entered into under this title takes effect"; and
22 (2) by striking out "subsection (c)"in paragraph
23 (2) thereof and inserting in lieu thereof "subsection
24 (c) or (d)(2)".
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1 SEC. 303. FOREIGN IMPORT RESTRICTIONS AND DIS-

2 RIMINATORY ACTS.

3 (a) Section 252 (a) (3) of the Trade Expansion Act of

4 1962 (19 U.S.C. 1882(a) (3)) is amended by striking out

5 the word "agricultural" each place it appears.

6 (b) Section 252(b) of such Act is amended by striking

7 out "or" at the end of paragraph (1), by adding "or" at

S the end of paragraph (2), and by adding after paragraph

(2) the following, new pa'ra graph:

10 "(3) provides subsidies (or other incentives hay-

11 ing the effect of subsidies) on its exports of one or

12 more products to other foreign markets which unfairly

13 affect sales of the competitive United States product or

14 products to those other foreign markets,".

15 (c) Section 252(b) of such Act is further amended by

16 striking out "or" at the end of clause (A), by striking out

17 the period at the end of clause (B) and inserting in lieu

18 thereof ", or", and by adding at the end thereof the follow-

19 ing new clause:

20 "(0) notwithstanding any provision of any trade

21 agreement under this Act and to the extent he deems

22 necessary and appropriate, impose duties or other import

23 restrictions on the products of any foreign country or in-

24 strumentality maintaining such nontariff trade rest ri c-

25 tions, engaging in such acts or policies, or providing
26 such incentives when he deems such duties and other im-
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1 port restrictions necessary and appropriate to prevent

2 the establishment or obtain the removal of such restric-

3 tions, acts, policies, or incentives and to provide access

4 for United States products to foreign markets on aaz

5 equitable basis."

6 (d) Section 252(c) of such Act is amended by striking

7 out "President may" and inserting in lieu thereof "Presi-

8 dent shall".

(e) Section 252(c) (1) of such Act is amended to

10 read as follows:

11 "(1) impose duties or other import restrictions

12 on, or suspend, withdraw, or prevent the application

13 of trade agreement concessions to, products of such

14 country or instrumentality, or".

15 (f) Section 252(d) of such Act is amended to read as

16 follows:

17 "(d) (1) Upon request of any interested party, the See-

18 retary of Commerce shall immediately make an investigation

19
to determine whether any specified restriction established or

20 maintained by, act engaged in, or subsidy provided by a

21 foreign country or instrumentality constitutes—

2 . . .(A) a foreign import restriction referred to in
23

subsection (a),
24 "(B) a nontariff trade restriction, discriminatory

25 or other act, or subsidy or other incentive referred to
26 .in subsection (b), or
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1 "(C) an unreasonable import restriction referred to

2 in subsection. (c).

3 "(2) Within 3 months after the submission of a request

4 under paragraph (1), the Secretary of Commerce shall pub..

5 iish in the Federal Register the results of the investigation

6 made pursuant to such request, together with his findings

7 with respect thereto. In any case in which the Secretary

8 makes an affirmative determination of a restriction, act, or

9 subsidy referred to in subsection (a), (b), or (c) he shalt

10 immediately report such ffnding to the President. Within 3

11 months after receipt of such report, the President shall report

12 to the Congress the action taken by him under subsection (a),

13 (b), or (c) with respect to such restriction, act, or subsidy."

14 (g) The hearling of such section is amended to read

15 as follows:

16 "SEC. 252. FOREIGN IMPORT RESTRICTIONS AND D1S

17 CRIMINA TORY ACTS."

18 SEC. 304. DETERMINATIONS AND IMPORT ADJUSTMENTS

19 FOR SAFEGUARDING NATIONAL SECURITY.

20 (a) The second sentence of section 232(b) of the Trade

21 Expansion Act of 1962 (19 U.S.C. 1862(b)) is amended
22

by striking out the period at the end thereof and inserting
23

the following: ": Provided, however, That any adjustment

of imports shall not be accomplis ed by the imposition or
25

increase of any dnty, or of any fee or charge wving the

effect of a duty."
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1 (b) Section 232(b) of such Act is further amended by

2 adding at the end thereof the following new sentence: "In

3 the case of any investigation under this subsection initiated

4 by request or application, the Director shall make and an-

5 nounce the determination required by this subsection not

6 later than 1 year after the date on which such request or

7 application was made."

8 (c) The amendment made by subsection (b) shall

9 apply with respect to requests or applications made to the

10 Director of the Office of Emergency Preparedness under

11 section 232(b) of the Trade Expansion Act of 1962 on or

12 after January 1, 1968; except that, in the case of such a

13 request or application made more than 1 year before the

14 date of the enactment of this Act, the determination required

15 by such section 232(b) shall be made on or before the

16 60th day after such date of enactment.

17 SUBPART 9—TARIFF ADJUSTMENT AND ADJUSTMENT

18 ASSISTANCE

19 SEC. 311. PETITIONS AND DETERMINATIONS.

20 (a) Section 301 of the Trade Expansion Act of 1962

21 (19 U.S.C. 1901) is amended to read as follows:

22 "SEC. 301. PETITIONS AND DETERMINATIONS.

23 "(a) (1) A petition for tariff adjustment under section

24 351 may be filed with the Tariff Commission by a trade

25 association, firm, certified or recognized union, or other rep-

26 resentative of an industry.

27 "(2) A petition for a determination of eligibility to
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1 apply for adjustment assistance under chapter 2 may be

2 filed with the President by a firm or its representative, and

3 a petition for a determination of eligibility to apply for ad-

4 justment assistance under chapter 3 may be filed with the

5 President by a group of workers or by their certified or

6 recognized union or other duly authorized representative. A

7 petition filed under this paragraph by or on behalf of a group

8 of workers shall apply only with respect to individuals who

9 are, or who have been within 1 year before the date of filing

10 of such petition, employed regularly in the firm involved.

11 "(b) (1) Upon the request of the President, upon reso-

12 lution of either the Committee on Finance of the Senate or

13 the Committee on Ways and Means of the House of Repre-

14 sentatives, upon its own motion, or upon the filing of a peti-

15 tion under subsection (a) (1), the Tariff Commission shall

16 promptly make an investigation to determine whether an

17 article UpOn which a concession has been granted under a

18 trade agreement is, as a result, in whole or in part, of the

19 duty or other customs treatment reflecting such concession,

20 being imported into the United States in such increased

21 quantities, either actual or relative, as to contribute substan-

22 tially (whether or not such increased imports are the major

23 factor or the primary factor) toward causing or threatening

24
to cause serious injury to the domestic industry producing

articles like or directly competitive with the imported artwle.

26 "(2) In arriving at a determination under paragraph
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1 (1), the Tariff Commission, without excluding other factors,

2 shall take into consideration a downward trend of i'roduction,

3 prices, profits, or wages in the domestic industry concerned,

4 a decline in sales, an increase in unemployment or under-
5 employment, an increase in imports, either actual or relative

6 to domestic production, a higher or growing inventory, and

7 a decline in the proportion of the domestic market supplied

8 by domestic producers.

9 "(3) For purposes of paragraph (1), the term 'domes-

10 tic industry producing articles like or directly competitive

11 with the imported article' means that portion or subdivision
12 of the producing organizations manufacturing, assembling,

13 processing, extracting, growing, or otherwise producing like

14 or directly competitive articles in commercial quantities. In

15 applying the preceding sentence, the Tariff Commission shall
16 (so far as practicable) distinguish or separate the operations
17 of the producinq organizations involving the like or directly
18 competitive articles ref erred to in such sentence from the
19 operations of such organizations involving other articles.
20 "(4) If a majority of the Commissioners present and
21 voting make an affirmative injury determination under para-
22 graph (1), the Commissioners voting for such affirmative
23 injury determination shall also determine the amount of the
24

increase in, or imposition of, any duty or other import re-
25 striction on such article which is necessary to prevent or
26 remedy such injury. For purposes of this title, a remedy
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1 determination by a majority of the Commissioners voting for

2 the affirmative injury determination shall be treated as the

3 remedy determination of the Tariff Commission.

4 "(5) If a majority of the Commissioners present and

5 voting make an affirmative injury determination under para-

6 graph (1), the Commissioners voting for such affirmative

7 injury determination shall make an additional determination

8 under this paragraph which shall consist of determining

9 whether the article is being imported in such quantities, and

10 disposed of in the United States under such conditions, as to

11 acutely or severely injure the domestic industry or threaten to

12 acutely or severely injure the domestic industry. For purposes

13 of section 351 (a), an affirmative determination under this

14 paragraph by a majority of the Commissioners vOting for the

15 affirmative injury determination under paragraph (1) shall

16 be treated as an additional affirmative determination of the

17 Tariff Commission.

18 "(6) In the course of any proceeding initiated under

19 paragraph (1), the Tariff Commission shall investigate any

20 factors which in its judgment may be contributing to in-

21 creased imports of the article u.nder investigation; and,

22 whenever in the course of its investigation the Tariff Corn-

23 mission has reason to believe that the increased imports are

24 attributable in part to circumstances which come within the

25 purview of the Antidumping Act, 1921, section 303 or 337

26 of the Tariff Act of 1930, or other remedial provisions of
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1 law, the Tariff Commission shall promptly notify the appro-

2 priate agency and take such other action as it deems appro-

3 priate in connection therewith.

4 "(7) In the course of any proceeding initiated under

5 paragraph (1), the Tariff Commission shall, after reasonable

6 notice, hold public hearings and shall afford interested parties

7 opportunity to be present, to present evidence, and to be

8 heard at such hearings.

"(8) The Tariff Commission shall report to the Presi-

10 dent the determinations and other results of each investiga-

tion under this subsection, including any dissenting or
12 separate views, and any action taken under paragraph (6).

13 "(9) The report of the Tariff Commission of its deter-

14 minations under this subsection shall be made at the earliest

15 practicable time, but not later than 6 months after the date on

16 which the petition is filed (or the date on which the request

17 or resolution is received or the motion is adopted, as the case
18 may be). Upon making such report to the President, the
19 Tariff Commission shall promptly make public such report,
20 and shall cause a summary thereof to be published in the

21 Federal Register.

22 "(10) No investigation for the purposes of this subsec-
23 tion shall be made, upon petition filed under subsection (a)
24 (1), with respect to the same subject matter as a previous
25 investigation under this subsection, unless 1 year has elapsed



331

1 since the Tariff Commission made its report to the President

2 of the results of such previous investigation.

3 "(c) (1) In the case of a petition by a firm for a de-

4 termination of eligibility to apply for adjustment assistance

5 under chapter 2, the President shall determine whether an

6 article like or directly competitive with an article produced

' by the firm, or an appropriate subdivision thereof, is being

8 imported into the United States in such increased quantities,

either actual or relative, as to contribute substantially

10 (whether or not such increased imports are the major factor

or the primary factor) toward causing or threatening to

12 cause serious injury to such firm or subdivision. In making

13 such determination the President shall take into account all
14

economic factors which he considers relevant, including idling

15
of productive facilities, inability to operate at a level of rea-

16
sonable profit, and unemployment or underemployment.

17 "(2) In the case of a petition by a group of workers for
18

a determination of eligibility to apply for adjustment assist-
19

ance under chapter 3, the President shall determine whether
20

an article like or directly competitive with an article pro-
21

duced by such workers' firm, or an appropriate subdivision
22

thereof, is being imported into the United States in such
23

increased quantities, either actual or relative, as to contribute
24

substantially (whether or not such increased imports are the
25

major factor or the primary factor) toward causing or
26

threatening to cause unemployment or underemployment of
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1 a significant number or proportion of the workers of such

2 firm or subdivision.

3 "(3) In order to assist him in making the determinations

4 referred to in paragraphs (1) and (2) with respect to a

5 firm or group of workers, the President shall promptly trans-

6 mit to the Tariff Commission a copy of each petition filed

7 under subsection (a) (2) and, not later than 5 days after

8 the date on which the petition is filed, shall request the
9 Tariff Commission to conduct an investigation relating to

10 questions of fact relevant to such determinations and to make

a report of the facts disclosed by such investigation. In his

12 request, the President may specify the particular kinds of
13 data which he deems appropriate. Upon receipt of the Presi-

14 dent's request, the Tariff Commission shall promptly institute

15 the investigation and promptly publish notice thereof in the

16 Federal Register.

17 "(4) In the course of any investigation under paragraph

18 (3), the Tariff Commission shall, after reasonable notwe,

19 hOld a public hearing, if such hariizg is requested (not later
20 than 10 days after the date of the publication of its notice
21 under paragraph (3)) by the petitioner or any other inter-
22 ested person, and shall afford interested persons an oppor-
23 tunity to be present, to produce evidence, and to be heard
24 at such hearing.

25 "(5) The report of the Tariff Commission of the facts
26 disclosed by its investigation, under paragraph (3) with àe-
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1 spect to a firm or group of workers shall be made at the

2 earliest practicable time, but not later than 60 days after the

3 date on which it receives the request of the President under

4 paragraph (3)."

5 (b) (1) For purposes of section 301 (b) (1) of the Trade

6 Expansion Act of 1962, reports made by the Tariff Corn-

7 mission during the 1-year period ending on the date of the

8 enactment of this Act shall be treated as having been made

9 before the beginning of such period.

10 (2) Any investigation by the Tariff Commission

11 under subsection (b) or (c) of section 301 of the Trade

12 Expansion Act of 1962 (as in effect before the date of the

13 enactment of this Act) which is in progress immediatel!i

14 before such date of enactment shall be continued under such

15 subsection (b) or (c) (as amended by subsection (a) of

16 this section) in the same manner as if the investigation had

17 been instituted originally under the provisions of such sub-

18 section (b) or (c) (as so amended). For purposes of section

19 301 (b) (9) or (c) (5) of the Trade Expansion Act of

20 1962 (as added by subsection (a) of this section) the

21 petition for any investigation to which the preceding sen-

22
tence applies shall be treated as having been filed, or th€

23
request or resolution as having been received or the motion

24
having been adopted, as the case may be, on the date of the

25 enactment of this Act.

26 (3) If, on the date of the enactment of this Act, the
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1 President has not taken any action with respect to any re-

2 port of the Tariff Commission containing an affirmative de-

3 termination resulting from an investigation undertaken by it

4 pursuant to section 301 (c) (1) or (2) of the Trade Expaan-

5 sion Act of 1962 (as in effect before the date of the enact-

6 ment of this Act) such report shall be treated by the Pre&i-

7 dent as a report received by him under section 301 (c) (5)

8 of the Trade Expansion Act of 1962 (as added by subsec-

9 tion (a) of this section) on the date of the enactment of

10 this Act.

11 (4) No petition may be filed under section 301 (a) of

12 the Trade Expansion Act of 1962 during the period begin-

13 fling on the date of the enactment of this Act and ending on

14 the 90th day after such date or, if earlier, on the 10th day
15 after the date of publication of rules and regulations pre-

16 sen bed by the Tariff Commission to carry out its duties and

17 functions under section 301 of such Act (as amended by sub-

18 section (a) of this section).

19 SEC. 312. PRESIDENTIAL ACTION WITH RESPECT TO AD.

20 JUSTMENT ASSISTANCE.

21 (a) Section 302(a) of the Trade Expansion Act of
22 1962 (19 U.S.C. 1902(a)) is amended to read as follows:
23 "(a) (1) If after receiving a report from the Tariff
24 Commission containing an affirmative injury determination
25 under section 301 (b) with respect to any industry, the Presi-
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1 dent provides tariff adjustment for such industry pursuant

2 to section 351 or 352, he may—

3 "(A) provide, with respect to such industry, that

4 its firms may request the Secretary of Commerce for cer-

5 tifications of eligibility to apply for adjustment assist

6 ance under chapter 2,

7 "(B) provide, with respect to such industry, that it.s

8 workers may request the Secretary of Labor for certifica-'

9 tions of eligibility to apply for adjustment assistance

10 under chapter 3, or

11 "(C) provide that both firms and workers may re

12 quest such certifications.

13 "(2) If after receiving a report from the Tariff Corn-'

14 mission containing an affirmative injury determination under

15 section 301 (b) with respect to any industry the President

16 does not provide tariff adjustment for such industry pursuant

17 to section 351 or 352, he shall promptly provide that both

18 firms and workers of such industry may request certifications

19 of eligibility to apply for adjustment assistance under chap-

20 ters 2 and 3.

21 "(3) Notice shall be published in the Federal Register

22 of each action taken by the President under this subsection

23 in providing that firms or workers may request certifications

24 of eligibility to apply for adjustment assistance. Any request

25 for such a certification must be made to the Secretary con-
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1 cerned within the 1-year period (or such longer period as

2 may be specified b7j the President) after the date on which

3 such notice is published."

4 (b) Section 302(b) of such Act is amended—

5 (1) by striking out "subsection (a) (2)," in para-

6 graph (1) and inserting in lieu thereof "subsection

7 (a),";

8 (2) by striking out "subsection (a) (3)," 'in para-

9 graph (2) and inserting in lieu thereof "subsection

10 (a),"; and

11 (3) by adding at the end of paragraph (2) thereof

12 the following new sentence: "A certification under this

13 paragraph shall apply only with respect to individuals

14 who are, or who have been, employed regularly in the

15 firm involved within 1 year before the date of the insti-

16 tution of the Tariff Commission investigation under see-

17 tion 301 (b) relating to the industry with respect to

18 which the President has acted under subsection (a)."

19 (c) Section 302(c) of such Act is amended to read as

20 follows:

21 "(c) (1) After receiving a report of the Tariff Commis-

22 sion of the facts disclosed by its investigation under section

23 301 (c) (3) with respect to any firm or group of workers,

24 the President shall make his determination under section
25 301 (c) (1) or (c) (2) at the earliest practicable time, but
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X not laler than 30 dys, after the date on which he receives

2 the Tariff Commission's report, untess, within such periad

a the President requests additional factual information from

4 the Tarif Commission. In this event, the Tarif Commission

5 shall, not later than 25 days after the date on which it receives

6 the President's request, furnish such additional factual in-

7 formation in a supplemental report, and the President shalt

8 make his determination not later than 15 days after the

9 date on which he receives such suppleniental report.

10 "(2) The President shall promptly publish in the Fed-

11 eral Register a summary of each determination under section

12 301 (c) with respect to any firm or group of workers.

13 "(3) If the President makes an affirmative determina-

14 tion under section 301(c) with respect. to any firm or group

15 of workers, he shall promptly certify that such firm or group

16 of workers is eligible to apply for adjustment assistance.

17 "(4) The President is authorized to exercise any of hi

18 functions with respect to determinations and certifications

19 of eligibility of firms o1 workeDs to apply for adjustment

20 assistance under section 301 and this section through suc1

21 agency or other instrumentality of the United States Gov-

22 ernment as he may direct."

23 (d) The heading of such section 302 is amended to read

24 as follows:
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1 "SEC. 302. PRESIDENTIAL ACTION WITH RESPECT TO

2 ADJUSTMENT ASSISTANCE."

3 SEC. 313. TARIFF ADJUSTMENT.

4 (a) Paragraphs (1) and (2) of section 351 (a) of

5 the Trade Expansion Act of 1962 (19 U.s.c. 1981 (a))

6 are amended to read as follows:

7 "(1) (A) After receiving an affirmative injury deter-

8 mination of the Tariff commission under paragraph (1) of

9 section 301 (b), which is not combined with an additional

10 affirmative determination of the Tariff Commission under par-

a graph (5) of section 301 (b), the President shall proclaim

12 such increase in, or imposition of, any duty or other import

13 restriction on the article concerned as he determines to be

14 necessary to prevent or remedy serious injury to the indus-

15 try, unless he determines that such action would not be in

16 the national interest.

17 "(B) After receiving an affirmative injury determina-

18 tion of the Tariff Commission under paragraph (1) of

19 section 301 (b) which is combined with an additional affirm-

20 ative determination of the Tariff Commission under para-

21 graph (5) of section 301 (b), the President shall proclaim

22 the increase in, or imposition of, any duty or other import

23 restriction on the article concerned determined and reported

24 by the Tariff Commission pursuant to section 301 (b), unless
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I lie determznes titai sucl action would nt be in the nationaf

2 izterest.

3 "(2) If the residen døes not, within 60 days after

4 the date on which he receives an affirmative injury determi—

5 nation, proctainv tile increase in, or imposition of, any duty

6 or other import restriction on such article determined and

7 reported by the Tan/f Commission pursuant to section 301

8 ()_
9 "(A) he. shall immediately submit a report to the

10 House of Representatives and to the Senate stating why

11 he has not proclaimed such increase or imposition, and

12 "(B) such increase or imposition shall take effect

13 (as provided in paragraph (3)) upon the adoption

14 by both Houses of Congress (within the 60-day period'

15 following the date on which the report referred to in.

16 subparagraph (A) is submitted to the House of Repre-

17 sent atives and the Senate), by the yeas and nays by

18 the 'affirmative vote of a majority of the authorized

19 members7ip of each House; of a concurrent resolution

20 stating in effect that the Senate and House of Repre-

21 sentatives approve the increase in, or imposition of, any

22 duty or other import restriction on the article determined

23 and reported by the Tariff Commission pursuant to

24 section 301 (b).
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1 ZTot1ling in subparagraph (A) shall requfre the President

2 to state considerations of national interest on whii.h his de-

3 cision was based. For purposes of subparagraph (B), in

4 the computation of the 60-day period there shall be excluded

5 the days on which either House is not in session because of

6 adjournment of more than 3 days to a day certain or an

7 adjournment of the Congress sine die. The report referred

8 to in subparagraph (A) shall be delivered to both Houses

9 of the Congress on the same day and shall be delivered to

10 the Clerk of the House of Representatives if the House of

11 Representatives is not in session and to the Secretary of the

12 Senate if the Senate is not in session."

13 (b) Paragraph (3) of such section 351 (a) is amended

14 by striking out "found and reported 'by the Tariff Commis-

15 sion pursuant to section 301(e) ." and inserting in lieu thereof

16 "determined and reported by the Tariff Commission pursuant

17 to section 301 (b)."

18 (c) Paragraph (4) of such section 351 (a) is amended

19 by striking out "affirmative finding" each place it appears

20 and inserting in lieu thereof "affirmative injury determina-

21 tion".

22 (d) Section 351 (d) of such Act is amended to read as

23 follows:

24 "(d) (1) So long as any increase in, or imposition of.,

25 any dutjj or other import restriction pursuant to this seotiot
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1 or pursuant to section 7 of the Trade Agreements Extension

2 Act of 1951 remains in effect, the Tariff Commission shall

3 keep under review developments with respect to the industry

4 concerned, including the specific steps taken by the firms in

5 the industry to enable them 'to compete more effectively with

6 imports, and shall make annual reports to the President con-

7 cerning such developments.

8 "(2) Upon request of the President or upon its own mo-

9 tion, the Tariff Commission shall advise the President of its

10 judgment, in the light of specific steps taken by the firms

in such industry to enable them to compete more effectively

12 with imports and all other relevant factors, as to the probable

13 economic effect on the industry concerned, and (to the extent

14 practicable) on the firms and workers therein of the reduction

15 or termination of the increase in, or imposition of, any duty

16 or other import restriction pursuant to this section or section

17 7 of the Trade Agreements Extension 4ct of 1951.

18 "(3) Upon petition on behalf of the industry concerned,

19 filed with the Tariff Commission not earlier than the date

20 which is 1 year, and not later than the date which is 9
21 months, before the date any increase or imposition referred

22 to in paragraph (1) or (2) of subsection (c) is to termi-
23 nate by reason of the expiration of the applicable period
24 prescribed in paragraph (1) or an extension thereof under
25 paragraph (2), the Tariff Commission shall advise the
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1 President of its judgment as to the probable economic effect

2 on such industry of such termination. The report of the

3 Tariff Commission on any investigation initiated under this

4 paragraph shall be made not later than the 90th day before

5 the expiration date referred to in the preceding sentence.

6 "(4) In advising the President under this subsection as

7 to the probable economic effect on the industry concerned

8 the Tariff Commission shall take into account all economic

9 factors which it considers relevant, including idling of pro-

10 ductive facilities, inability to operate at a level of reasonable

11 profit, and unemployment or underemployment.

12 "(5) Advice by the Tariff Commission under this sub-

13 section shall be given on the basis of an investigation during

14 the course of which the Tariff Commission shall hold a hear-

15 ing at which interested persons shall be given a reasonable

16 opportunity to be present, to produce evidence, and to be

17 heard.

18 "(6) In the course of any investigation under this

19 subsection, the Tariff Commission shall also determine and

20 report to the President—

21 "(A) if the termination of the increase or imposi-

22 tion referred to in paragraph (1) or (2) of subsection

23 (c) threatens to cause serious injury to the industry

24 concerned, and



343

1 "(B) if the determination under subparagraph (A)

2 is affirmative—

3 "(i) the limit to which such increase or im-

4 position may be reduced without threatening to

5 cause serious injury to the industry concerned, and

6 "(ii) whether, in lieu of such termination, ad-

ditional increases or impositions of duties and other

8 import restrictions are required to prevent or rem-

9 edy serious injury to the industry concerned."

10 SEC. 314k ORDERLY MARKETING AGREEMENTS.

11 Section 352 (a) of the Trade Expansion Act of 1962

12 (19 U.SfJ.1982(a)) is amended to read as follows:

13 "(a) If the President has received an affirmative injury

14 determination of the Tariff Commission vnder section 301

15 (b) with respect to an industry, he may at any time nego-

16 tiate international agreements with foreign countries limiting

17 the export from such countries and the import into the

18 United States of the article causing or threatening to cause

19 serious injury to such industry whenever he determines that

20 such action would be appropriate to prevent or remedy seri-

21 ous injury to such industry. Any agreement concluded under

22 this subsection may replace in whole or in part any action

23 taken pursuant to the authority contained in paragraph (1)

24 of section 351 (a),• but any agreement concluded under this
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1 subsection before the close of the period during which a con-

2 current resolution may be adopted under paragraph (2) of

3 section 351 (a) shall terminate not later than the effective

4 date of any proclamation issued by the President pursuant

5 to paragraph (3) of section 351 (a) .'

6 SEC. 315. INCREASED ASSISTANCE FOR WORKERS.

7 (a) Section 323 (a) of the Trade Expansion Act of 1962

8 (19 US.C. 1942(a)) is amended by striking ot "an
9 amount equal to 6 percent of his average weekly wage or to

10 65 percent of the average weekly manufacturing wage," and

1 inserting in lieu thereof "an amount equal to 75 percent of

12 hi.s average weekly wage or to 75 percent of the average

13 weekly manufacturing wage,".

14 (b) The second sentence of section 326 (a) of such Act

15 amended to reid as follows: "To this end, and subject to

16 this chapter, adversely affected workers shall be afforded,

17 where appropriate, the testing, counseling, training, and

18 placement services and supportive and other serrices pro.

19 vided for under any Federal law."

20 (c) The amendment made by subsection (a) shall

21 apply with respect w assistance under chapter 3 of the
22 Trade Expansion Act of 1962 for Weeks of unemployment

23 beginning on or after the date of the enactment of this Act.

24 SEC. 316. CONFORMING AMENDMENTS.

25 (a) Section 242(b) (2) of the Trade. Expansion Act
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1 of 1962 (19 US.C. 1872(b) (2)) is amended by sink-

2 ing out "section 301(e)" and inserting in lieu thereof "sec-

3 tion3Ol(b)".

4 (b) Section 302(b) (1) of such Act (19 U.S.C. 1962

5 (b)) (as amended by section 512(b) of this Act) is fur-

6 tlier amended by striking out "(which the Tariff Commis-

7 sion has determined to result from concessions granted

8 under trade agreements) have caused serious injury

9 or threat thereof 'to such firm" and inserting in lieu thereof

10 "have contributed substantially toward causing or threaten-

11 ing to cause serious injury to such firm".

12 (c) Section 302(b) (2) of such Act (as amended by

13 section 512 (b) of this Act) is further amended by striking

14 out "(which the Tariff Commission has determined to result

15 from concessions granted under trade agreements) have

16 caused or threatened to cause unemployment or underem-

17 ployment" and inserting in lieu thereof "have contributed

18 substantially toward causing or threatening to cause unem-

19 ployment or underemployment".

20 (d) Section 311 (b) (2) of such Act is amended by

21 striking out "by actions taken in carrying out trade agree-

22 ments, and" and by inserting in lieu thereof "by the in-

23 creased imports identified by the Tariff Commission under

24 section 301(b) (1) or by the President under section

25 301 (c) (1), as the case may be, and".
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1 (e) Section 317(a) (2) of such Act is amended by

2 striking out "by the increased imports which the Tariff

3 Commission has determined to result from concessions

4 granted under trade agreements" and inserting in lieu thereof

5 "by the increased imports identified by the Tariff Comn?.is-

6 sion under section 301(b) (1) or by the President under

7 section 301 (c) (1), as the case may be".

8 PART B—QUOTAS ON CERTAIN TEXTILE AND

9 FOOTWEAR ARTICLES

10 SUBPART 1—TEXTILE AND FOOTWEAR ARTICLES

11 SEC. 321. ANNUAL QUOTAS.

12 (a) The total quantity of each category of textile arti—

13 des (as defined in section 326(1)), and the total quantity

14 of each category of footwear articles (as defined in section

15 326(2)), produced in any foreign country which may be

16 entered during 1971 shall not exceed the average annual

17 quantity of such category produced in such country and

18 entered during 1967,1968, and 1969.

19 (b) (1) The total quantity of each category of textile

20 artioles, and the total quantity of each category of footwear

21 articles, produced in any foreign country which may be

22 entered during any calendar year after 1971 shall not exceed

23 the sum of—

24 (A) the total quantity determined for such category

25 for such country under subsection (a) or this sub—
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1 section for the immediately preceding calendar year, plus

2 (B) the increase (if any) applicable under para-

3 graph (2).

4 (2) (A) The President may increase the total quantity

5 of each category of textile articles, and the total quantity

6 of each category of footwear articles, produced in any foreign

7 country which may be entered during any calendar year

8 after 1971 by such percentage (not to exceed 5 percent of

9 the total quantity determined for su.ch category for such

10 country under subsection (a) or this subsection for the

11 immediately preceding calendar year) as he determines to

12 be consistent with the purposes of this section.

13 (B) Any increase under this paragraph for any cate-

14 gory for any calendar year shall be the same percentage for

15 all foreign countries.

16 (0) A determination shall be made under this para-

17 graph for each category for each foreign country for each

18 calendar year after 1971 without regard to the nonapplica-

19 tion (or partial nonapplication) of this subsection to such

20 category for such country for such. year by reason of subsec-

21 tion (d) of this section, section 322 or 323, or the Arrange-.

22 ment or the Agreement referred to in section 324(b).

23 (3) If the application of this subsection to any article

24 produced in a foreign country begins or resumes after a
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1 period of nonapplication which terminates on or after Jan-

2 uary 1, 1972, and if the President determines—

3 (A) that the average annual quantity of the article

4 produced in such country, which was entered during

5 1967, 1968, and 1969 was insignificant, and

6 (B) that the application of this paragraph to the

category which includes such article for such country is

8 consistent with the purposes of this section,

then for the calendar year in which such termination occurs

10 and for calendar years thereafter this subsection shall be

1 applied by determining the total quantity for the category

12 which includes such article for such country for the calendar

13 year of termination as being equal to the average annual

14 quantity of such category, produced in such country, which

15 was entered during the 3 calendar years immediately preced-

16 ing such calendar year of termination.

17 (c) (1) Any annual quantitative limitation under sub-

18 section (a) or (b) shall be applied on a calendar quarter or

19 other intra-annual basis if the President determines that such

20 application is necessary or appropriate to carry out the pur-

21 poses of this section.

22 (2) If the application of subsection (a) or (b) to any
23 category for any foreign country begins or resumes after
24 the first clay, of any calendar year, the amount of the quanti-

25 tative limitation for such category for such country for the
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1 remainder of such calendar year shall be the annual amount

2 determined under subsection (a) or (b), adjusted pro rata

3 according to the number of full months remaining in the

4 calendar year after the date of such beginning or such

5 resumption.

6 (d) (1) The President may exempt from subsections

7 (a) and (b) for an initial period of not to exceed 1 year

8 any textile article or footwear article produced in any foreign

9 country if he determines that imports of such article produced

10 in such country are not contributing to, causing, or threaten--

11 ing to cause market disruption in the United States. The

12 President may extend any exemption under the preceding

13 sentence for one or more adcNtional periods of not in excess

14 of 1 year each if he makes the, determination described in

15 the preceding sentence before each such extension. Any ex

16 emption. made under this subsection may be terminated by the

17 President at any time upon his finding that the article coy—

18 ered by such exemption is contributing to, causing, or threat--

19 ening to cause market disruption in the United States.

20 (2) The President may exempt from subsections (a)

21 and (b) any textile article or footwear article produced in

22 any foreign country whenever he determines that such an

23 exemption is in the national interest. The President may

24 terminate any exemption made by him under the preceding
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1 sentence whenever he determines that such termination is in

2 the national interest.

3 (3) No exemption, extension of an exemption, or termi-

4 nation of an exemption under paragraph (1) or paragraph

5 (2) shall take effect before the 30th day after the day on which

6 notice of such exemption, extension, or termination is pub-

7 lished in the Federal Register.

8 (e) The Secretary of Commerce shall compute the quan-

9 tities provided for in subsections (a) and (b).

10 SEC. 322. ARRANGEMENTS OR AGREEMENTS REGU-

11 LIlTING IMPORTS.

12 (a) The President is authorized to conclude bilateral or

13 multilateral arrangements or agreements with the governments

14 of foreign countries regulating, by category, the quantities

15 of textile articles or footwear articles, or both, produced

16 in such foreign countries which may be exported to the

17 United States or entered and to issue regulations necessary to

18 carry out the terms of such arrangements or agreements. In

19 concluding any arrangement or agreement under this subsec-

20 tion, the President shall take into account conditions in the

21 United States market, the need to avoid disruption of that

22 market, and such other factors as he deems appropriate in

23 the national interest.

24 (b) Whenever a multilateral arrangement or agreement

25 concluded under subsection (a) is in effect among the coun-
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1 tries, including the United States, which account for a sig-

2 nificant part of world trade in the article concerned and

3 such arrangement or agreement contemplates the establish-

4 ment of limitations on the trade in the article produced in

5 countries not parties to such arrangement or agreement, the

6 President may by regulation prescribe the total quantity of

7 the article produced in each country not a party to such

8 arrangement or agreement which may be entered; but the

total quantity for any category for any country for any cal-

10 endar year may not be less than the total quantity which

11 would be permitted to be entered if section 321 (a) and (b)

12 applied to such category for such country for such year.

13 (c) Section 321 shall not apply to articles produced in

14 foreign countries which are subject to an arrangement or

15 agreement entered into under subsection (a) or to regula-

16 tions issued under subsection (b).

17 SEC. 323. INCREASED IMPORTS WHERE SUPPLY IS INAD-

18 EQUATE TO MEET DOMESTIC DEMAND AT

19 REASONABLE PRICES.

20 In carrying out sections 321 and 322, the President

21 may authorize increased exports to the United States or in-

22 creased entries in the United States of textile articles or

23 footwear articles of any category whenever he determines

24 that the supply of textile articles or footwear articles similar
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ii to those subject to limitation under such sections will be

2 inadequate to meet domestic demand at reasonable prices.

3 SEC. 324. EXCLUSIONS.

4 (a) The im port restrictions provided for in this part do

5 not apply to any article exempted from duty under part

6 2 of schedule 8 of the Tariff Schedules of the United States or

7 to any article the entry of which is regulated pursuant

8 to paragraph (4), (5), (6), or (7) of section 498(a)
9 of the Tariff Act of 1930 (19 U.S.C. l498(a)). To the ex-

10 tent provided in regulations prescribed by the Secretary of

11 Commerce, the import restrictions provided for in this part

12 shall not apply to other articles imported in noncommercial

13 quantities for noncommercial purposes.

14 (b) This part shall not apply to (1) articles subject

15 to the Long-Term Arrangement Regarding International

16 Trade in Cotton Textiles, so long as the United States is

17 a party thereto, or (2) the articles produced in the Philip-

18 pines provided for in item B (cordage) in the schedule to

19 paragraph 1 of article II of the 1955 Agreement With the

20 Philippines Concerning Trade and Related Matters, so long

21 as such Agreement remains in effect.

22 (c) Nothing in this part shall affect the authority pro-

23 vided for under section 22 of the Agricultural Adjustment

24 Act of 1933, as amended.
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1 SEC. 325. ADMINISTRATION.

2 (a) The rulemaking provisions of subchapter II of

3 chapter 5 of title 5, United States Code, shall apply with

4 respect to sections 321 (b) (2), 321 (b) (3), 321 (d) (1),

5 322(b), 323,324(a), and 326.

6 (b) All quantitative limitations established under this

7 part or pursuant to any arrangement or agreement entered

8 into under this part, all exemptions established under this part

and all extensions or terminations thereof, and all regulations

10 promulgated to carry out this part shall be published in the

Federal Register. The Secretary of Commerce shall certify

12 to the Secretary of the Treasury for each period the total

13 quantity of each textile article and footwear article produced

14 in each foreign country the entry of which is affected by such

15 a quantitative limitation on importation; and the Secretary

16 of the Treasury shall take such action as may be necessary to

17 ensure that the total quantity so entered during such period

18 shall not exceed the total quantity so certified.

19 (c) There shall be promulgated as a part of the ap-

20 pendix to the Tariff Schedules of the United States,

21 Annotated, all quantitative limitations and exemptions estab-

22 lished under this part or pursuant to any arrangement or

23 agreement entered into under this part and all quantitative

H.R. 17550 12
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1 limitations established pursuant to the Arrangement referred

2 to in section 324(b).

3 SEC. 326. DEFINITIONS.

4 For purposes of this part—

5 (1) The term "textile article" includes any artiile

6 if wholly or in part of cotton, wool or other animal hair,

7 human hair, man-made fiber, or any combination or

8 blend thereof, or cordage of hard (leaf) fibers, classified

9 under schedule 3 of the Tariff Schedules of the United

10 States; any article classified under subpart B or C of

11 part 1 of schedule 7 of such Schedules if wholly or in

12 substantial part of cotton, wool, or man-made fiber; any

13 other article specified by the Secretary of Commerce

14 which he has been advised by the Secretary of the Treas-

15 ury would be classified under any of the foregoing pro-

16 visions of such Schedules but for the inclusion of some

17 substance, material, or other component, or because of its

18 processing, which causes the article to be classified else-

19 where; and any of the foregoing articles if entered under

20 item 807.00 of such Schedules, or under the appendix to

21 such Schedules; but such term does not include articles

22 classified under any of items 300.10 through 300.50,

23 306.00 through 307.40, 309.60 through 309.75, and

24 390.10 through 390.60, inclusive, of such Schedules.

25 (2) The term "footwear article" includes footwear
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1 provided for in any of items 700.05 through 700.45, in-

2 clusive, item 700.55, items 700.66 through 700.80, in-

3 clusive, and item 700.85 of the Tariff Schedules of the

4 United States.

5 (3) The term "category" means a grouping of textile

6 articles, or a grouping of footwear articles, as the case

7 may be, as determined by the Secretary of Commerce, for

8 the purposes of this part, using the five-digit and seven-

digit item numbers applied to such articles in the Tariff

10 Schedules of the United States, Annotated, as published

by the United States Tariff Commission.

12 (4) The term "entered" means entered, or with.-

13 drawn from warehouse, for consumption in the customs

14 territory of the United States.

15 (5) The term "produced" means manufacturedor

16 produced.

17 (6) The term "foreign country" includes a foreign

18 instrumentality.

19 SUBPART fe—EFFECTIVE PERIOD

20 SEC. 331. TERMINATION OF PART, EXTENSION UNDER

21
CERTAIN CONDITIONS.

22 (a) Unless extended under subsection (b), this part shall
23

terminate on July 1, 1976.
24 (b) The effective period of this part may be extended in

whole or in part by the resident after July 1, 1976, for such
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1 periods (not to exceed 5 years at any one time) as he may

2 designate if he determines, after seeking advice of the Tariff

3 Commission and of the Secretary of Commerce and of the

4 Secretary of Labor, that such extension is in the national

5 interest.

6 (c) The President shall promptly report to Congress

7 with respect to any action taken by him under subsection (b).

8 (d) Nothing in this section shall affect the validity of

9 any arrangement or agreement entered into under section

10 322 (a) before the termination of this part or of any regula-

11 tions issued under section 322 in connection with any such

12 arrangement or agreement.

13 PART C—OTHER TARIFF AND TRADE PRovisioNs

14 SUBPART 1—AMENDMENTS TO THE ANTIDUMPING AND

15 COUNTERVAILING DUTY LAWS

16 SEC. 341. ANTIDUMPING ACT, 1921.

17 (a) Section 201(b) of the Antidum ping Act, .1921

18 (19 U.S.C. 160(b)) is amended to read as follows:

19 "(b) In the case of any imported merchandise of a class

20 or kind as to which the Secretary has not so made public a

21 finding, he shall, within 4 monthe after the question of

22 dumping was raised by or presented to him or any person to

23 whom authority under this section has been delegated—

24 "(1) determine whether there is reason to believe

25 or suspect, from the invoice or other papers or from
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1 information presented to him or to any other person to

2 whom authority under this section has been delegated,

3 that the purchase price is less, or that the exporter's sales

4 price is less or likely to be less, than the fordgn market

5 value (or, in the absence of such value, than the con-

6 structed value); and

7 "(2) if his determination is affirmative, publish

8 notice of that fact in the Federal Register, and require,

9 under such regulations as he may prescribe, the with-

10 holding of appraisement as to such merchandise entered,

11 or withdrawn from warehouse for consumption, on. or

12 after the date of publication of that notice in the Federal

13 Register (unless the Secretary determines that the with-

14 holding should be made effective as of an earlier date in

15 which case the effective date of •the withholding shall

16 be not nwre than 120 days before the question of

17 dumping was raised by or presented to him or any

18 person to whom authority under this section has been

19 delegated), until the further order of the Secretary, or

20 untU the Secretary has made public a finding as provided

21 for in subsection (a) in regard to such merchandise; or

22 "(3) if his determination is negative, publish notice

23 of that fact in the Federal Register, but the Secretary

24 may within 3 months thereafter order the tvithholding

25 of appraisement if he then has reason to believe or sus-



358

1 pect, from the invoice or other papers or from informa-

2 tion presented to him or to any other person to whom

3 authority under this section has been delegated, that

4 the purchase price is less, or that the exporter's sales

5 price is less or likely to be less, than the foreign market

6 value (or, in the absence of such vaue, than the con-

7 structecl value) and such order of withholding of ap-

8 praisement shall be subject to the provisions of para-

graph (2).

10 If within 2 months after the question of dumping was raised

or presented to him or any person to whom authority under

12 this section has been delegated, the Secretary concludes

13 that the determination required under paragraph (1)

14 cannot reasonably be made within 4 months after the

15 question was so raised or presented, he shall publish notice

16 to that effect in the Federal Register and shall make such

17 determination (and publish the notice required by paragraph

18 (2) or (3)) within 7 months after the question was so raised

19 or presented. For purposes of this subsection, the question of

20 dumping shall be deemed to have been raised or presented on

21 the date on which a notice is published in the Federal Register

22 that information relating to dumping has been received in ac-

23 cordance with regulations prescribed by the Secretary."

24 (b) Section 205 of the Antidum ping Act, 1921 (19
25 . . . ,, .U.S.C. 164), is amended by inserting (a) immediately
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1 after "Snc. 205.", and by adding at the end thereof the

2 following new subsection:

S "(b) If available information indicates to the Secrctary

4 that the economy of the country from which the merchandise'

5 is exported is state-controlled to an extent that sales or

6 offers of sales of such or similar merchandise in that coun fry

7 or to countries other than the United States do not .permi

8 a determination of foreign market value under subsection

9 (a), the Secretary shall determine the foreign markct value

10 of the merchandise on the basis of the normal costs, expen.s,.

11 and profits as reflected'by either—

12 "(1) the prices at which such or similar inerchan-

13 dise of tt non_state-contrèlled-economy country is sold

14 either (A) for consumption in the home market of that

15 country, or (B) to: other countries, including the United

16 States; or

17 "(2) the constructed' value of such or similar mer-

18 chandise in a non-st ate-controlled-econOmy country as

19 determined under 'section 206 of this Act."

20 (c) (1) Section 210 of such Act (19 U.S.C. 169) is

21 amended by inserting "(a)" after "SEC. 210?', and by add-

22 ing at the end thereof the following new subsection:

23 "(b) The right of protest referred to in subsection (a)

24 includes the right of an American manufacturer, producer,

25 or wholesaler of merchandise of the same class or kind as
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1 foreign merchandise which is the subject of a determination

2 by the Secretary under section 201 (c) ."

3 (2) Section 516 of the Tariff Act of 1930 (19 U.S.C.

4 1516) is amended by redesignating subsections (d), (e),

5 (f), and (g) as subsections (e), (f), (g), and (h), respec-

6 tively, and by inserting after subsection (c) the following new

7 subsection:

8 "(d) Within 30 days after a determination by the

9 Secretary pursuant to section 201 (c) of the Antidumping

10 Act, 1921 (19 U.S.C. 160(c)), that a class or kind of

11 foreign merchandise is not being, nor likely to be, sold in the

12 United States at less than its fair value, an American manu-

13 facturer, producer, or wholesaler of merchandise of the same

14 class or kind as that described in such determination may

15 file with the Secretary a written notice of a desire to contest

16 such determination. Upon receipt of such notice the Secre-

17 tary shall cause publication to be made of such manufac-

18 turer's, producer's, or wholesaler's desire to contest the deter-

19 mjnatjon and shall furnish the manufacturer, producer, or

20 wholesaler with such information as to the entries and

21 consignees of such merchandise, entered after the publication

22 of the Sewetary's determination at such ports of entry

23 designated by the manufacturer, producer, or wholesaler in

24 his notice of desire to contest, as will enable him to contest

25 such determination with respect to such merchandise in the
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1 liquidation of one such entry. The Secretary shall direct the

2 appropriate customs officer at such ports to notify the manu-

3 facturer, producer, or wholesaler by mail immediately when

4 the first of such entries is liquidated."

5 (3) Section 2631 (b) of title 28, United States Code, s

6 amended by striking out "516(c)" and inserting in lieu

' thereof "516 (c) or (d)".

8 (d) The amendment made by subsection (a) of this

section shall take effect on the 180th day after the date of

10 the enactment of this Act.

SEC. 342. COUNTERVAILING DUTIES.

12 (a) Section 303 of the Tariff Act of 1930 (19 U.S.C.

13 1303) is amended to read as follows:

14 "SEC. 303. COUNTERVAILING DUTIES.

15 "(a) LEVY OF COUNTERVAILING DUTIEs.—(i)

16 Whenever any country, dependency, colony, province, or

17 other political subdivision of government, person, partner-

18 ship, association, cartel, or corporation, shall pay or bestow,

19 directly or indirectly, any bounty or grant upon the manu-

20 facture or production or export of any article or merchandise

21 manufactured or produced in such country, dependency, col-

22 ony, province, or other political subdivision of government,

23 then upon the importation of such article or merchandise into

24 the United States, whether the same shall be imported di-
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1 rectly from the country of production or otherwise, and

2 whether such article or merchandise is imported in the same

3 condition as when exported from the country of production or

4 has been changed in condition by remanufacture or other-

5 wise, there shall be levied and paid, in all such cases, in addi-

6 tion to any duties otherwise imposed, a duty equal to the net

7 amount of such bounty or grant, however the same be paid

8 or bestowed. The Secretary of the Treasury shall determine,

9 within 12 months after the date on which the question is

10 presented to him, whether any bounty or grant is being paid

or bestowed.

12 "(2) In the case of any imported article or merchandise

13 which is free of duty, duties may be imposed under this

14 section only if there is an affirmative determination by the

15 Tariff Commission under subsection (b) (1).

16 "(3) The Secretary of the Treasury shall from time to

17 time ascertain and determine, or estimate, the net amount of

18 each such bounty or grant, and shall declare the net amount

19 so determined or estimated.

20 "(4) The Secretary of the Treasury shall make all

21. regulations he may deem necessary for the identification of

22 such articles and merchandise and for the assessment and

23 collection of the duties under this section. All determinations

24 by the Secretary under this subsection and all determinations

25 by the Tariff Commission under subsection (b) (1), whether
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1 affirmative or negative, shall be published in the Federal

2 Register.

3 "(b) INJURY DETERMINATIONS WITH RESPECT TO

4 DUTY-FREE MERCHANDISE; SUSPENSION OF LIQuIDA-

5 TION.—(1) Whenever the Secretary of the Treasury has

6 determined under subsection (a) that a bounty or grant is

7 being paid or bestowed with respect to any article or

8 merchandise which is free of duty, he shall—

9 "(A) so advise the United States Tariff Commis-

10 sion, and the Commission shall et ermine within 3

11 months thereafter, and after such investigation as it

12 deems necessary, whether an industry in the United

13 States is being or is likely to be injured, or is prevented

14 from being established, by reason of the importation of

15 such article or merchandise into the United States; and

16 the Commission shall notify the Secretary of its deter-

17 mination; and

18 "(B) require, under such regulations as he may

19 prescribe, the suspension of liquidation as to such article

20 or merchandise entered, or withdrawn from warehouse,

21 for consumption, on or after the 30th day after the date

22 of the publication in the Federal Register of his cle-

23 termination under subsection (a) (1), and such sus—

24 pension of liquidation shall continue until the further

25 order of the Secretary or until he has made public an
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1 order as provided for in paragraph (2) of this subsec-

2. tion.

3 "(2) If the determination of the Tariff Commission

4 under subparagraph (A) is in the affirmative, the Secre-

5 tary shall make public an order directing the assessment and

6 collection of duties in the amount of such bounty or grant as

7 is from time to time ascertained and determined, or esti-

8 mated, under subsection (a).

9 "(c) APPLICATION OF AFFIRMATIVE DETERMINA-

10 TION.—An affirmative determination by the Secretary of the

11 Treasury under subsection (a) (1) with respect to any im-

12 ported article or merchandise which (1) is dutiable, or (2)

13 is free of duty but with respect to which the Tariff Commis-

14 sian has made an affirmative determination under subsection

15 (b) (1), shall apply with respect to articles entered, or

16 withdrawn from warehouse, for consumption on or after the

17 30th day after the date of the publication in the Federal

18 Register of such determination by the Secretary.

19 "(d) SPECIAL RULE FOR ANY ARTICLE SUBJECT TO

20 A QUANTITATIVE LIMITATION.—NO duty shall be imposed

21 under this section with respect to any article which is subject

22 to a quantitative limitation imposed by the United States

23 on its importation, or subject to a quantitative limitatiOn on

24 its exportation to or importation into the United States im-

25 posed under an agreement to which the United States is a
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1 party, unless the Secretary of the Treasury determines, after

2 seeking information and advice from such agencies as he

3 may deem appropriate, that such quantitative limitation is

4 not an adequate substitute for the imposition of a duty under

5 this section."

6 (b)(1) Except as provided in paragraph (2), the

7 amendments made by subsection (a) shall take effect on the

8 date of the enactment of this Act.

9 (2) The last sentence of section 303(a) (1) of the

10 Tariff Act of 1930 (as added by subsection (a) of this see-

11 tion) shall apply only with respect to questions presented on

12 or after the date of the enactment of this Act.

13 SUBPART f2—TARIFF COMMISSION

14 SEC. 351. INDEPENDENT STATUS OF TARIFF COMMISSION.

15 Section 330 of the Tariff Act of 1930 (19 U.S.C.

16 1330) is amended by adding at the end thereof the follow-

17 ing new subsection:

18 "(e) INDEPENDENT STATUS.—Except as otherwise

19 specifically provided by law, the Commission shall be a

20 Federal agency independent of the Executive departments

21 and agencies."

22 SUBPART 3—STUDIES OF UNITED STATES TRADE POLICIES

23 SEC. 361. COMPREHENSIVE STUDY BY THE PRESIDENT.

24 (a) The President is authorized and directed to conduct

25 a comprehensive study of United States international trade



366

1 policies and the position of the United States in international

2 trade. Such study shall involve the provisions of all trade

3 agreements and other international agreements to which the

4 United States is a party, and the interpretations of such

5 provisions, and shall include (but not be limited to) the fol-

6 lowing provisions of such agreements:

7 (1) the most favored nation principle, the special

8 exceptions thereto, and the effect of these exceptions on

9 United States trade and investment patterns;

10 (2) the provisions for export subsidies and border

11 taxes and the rationale underlying the different treat-

12 ment of direct and indirect taxes insofar as border tax

13 adjustments are concerned;

14 (3) the adequacy of provisions on agricultural

15 trade;

16 (4) the adequacy of provisions dealing with balance-

17 of-payments matters;

18 (5) the provisions on unfair trade practices and

19 relief from injurious imports; and

20 (6) the provisions on "compensation" and "re-

21 taliation".

22 (b) The comprehensive study required by subsection (a)

23 shall also involve all problems and issues affecting the posi-

24 tion of the United States in international trade and shall
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1 include (bwt not be limited to) the following problems and

2 jwjs:
3 (1) a United States negotiating position with respect

4 to the quantitative restrictions that remain in effect in

5 many countries;

6 (2) the border tax-export rebate system of the

7 European Economic Community with particular refer-

8 ence to United States countervailing duty laws;

9 (3) the common agricultural policies of the Euro-

10 pean Economic Community;

11 (4) discriminatory government procurement policies;

12 (5) the probable effects of British entry into the

13 European Economic Community on United States trade

14 and balance of payments;

15 (6) the effect of foreign exchange rate changes on

16 United States trade and trade concessions;

17 (7) an analysis of whether greater flexibility in

18 foreign exchange rates would serve in the interests of

19 the United States and world trade;

20 (8) the nature and extent to which other countries

21 subsidize their exports directly or indirectly;

22 (9) a comparative analysis of various proposals to

23 extend "tariff preferences" to the products of less de-

24 veloped countries with particular emphasis on the effects
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1 on United States trade and investment patterns and on

2 United States labor; and

3 (10) the various agency responsibilities within the

4 executive branch for handling all United States foreign

5 trade matters, and the means by which policy coordina-

6 tion is achieved.

7 (c) The President shall as soon as practicable, but not

8 later than December 31, 1971, submit to the Congress a report

9 of the comprehensive study required by subsection (a),

10 together with his recommendations with respect thereto.

11 SEC. 362. STUDIES BY TARIFF COMMISSION.

12 The Tariff Commission shall conduct studies of the fol-

13 lowing matters, and submit reports thereon to the Committee

14 on Finance of the Senate and the Committee on Ways and

15 Means of the House of Representatives not later tan Decem-

16 ber 31, 1971:

17 (1) the tariff and nontariff barriers imposed by the

18 principal trading nations among industrialized countries,

19 including an analysis of disparities in tariff treatment of

20 similar articles of commerce by different countries, and

21 the reasons for the disparities;

22 (2) the nature and extent of the tariff concessix,ns

23 granted in trade agreements and other international

24 agreements to which the United States is a party by the

25 principal trading nations among industrialized countries;
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1 (3) the customs valuation procedures of foreign

2 countries and those of the United States, with a view to

3 developing and suggesting uniform standards of custom

4 valuation which would operate fairly among all classes of

5 shippers in international trade, and the economic effects

6 which would follow if the United States adopted such

7 standards of valuation, based on rates of duty which will

8 become effective on January 1, 1972; and

9 (4) the present and potential effects of the operations

10 of multinational firms on the patterns of world trade and

11 investment and on United States trade and labor.

12 SUBPART 4—MISCELLANEOUS PROVISIONS

13 SEC. 371. AMENDMENTS TO AUTOMOTIVE PRODUCTS

14 TRADE ACT OF 1965.

15 (a) Section 302(a) of the Automotive Products Trade

16 Act of 1965 (19 U.S.C. 2022) is amended by striking out

17 "After the 90th day after the date of the enactment of this

18 Act and before July 1, 1968, a petition under section 301"

19 and inserting in lieu thereof "A petition under section 301".

20 (b) The heading of section 302 of such Act is amended

21 to read as follows: "SPECIAL AUTHORITY".

22 (c) Subsections (c), (d), and (g) (2) of section 302
23 of such Act are amended by striking out "the primary
24 factor" and inserting in lieu thereof "a substantial factor".

25 (d) The amendments made by this section shall apply
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1 with respect to petitions filed after the date of the enactment

2 of this Act; except that—

3 (1) such amendments shall apply only with respect

4 to dislocations which began after June 30, 1968, and

5 (2) such amendments sha'l apply with respect to

6 dislocations which began after June 30, 1968, and before

7 July 1, 1970, only if the petition is filed on or before

8 the 90th day after the date of the enactment of this Act.

9 (e) The President shall endeavor to secure elimination

10 by the Government of Canada of its duties and other import

11 restrictions on automobiles produced in the United States.

12 If the elimination of such duties and import restrictions has

13 not been secured before January 1, 1973, the President shall

14 consider the failure to secure such elimination as grounds (1)

15 for terminating United States participation in the Agreement

16 Concerning Automotive Products Between the Government of

17 the United States of America and the Government of Canada,

18 signed on January 16, 1965, and (2) for exercising the

19 authority conferred on him by section 204 of the Automotive

20 Products Trade Act of 1965 to terminate in whole or in part

21 proclamations issued under such Act.

22 SEC. 372. RATES OF DUTY ON MINK FURSKINS; REPEAL.

23 OF EMBARGO ON CERTAIN FURS.

24 (a) (1) Schedule 1, part 5, subpart B of the Tariff
25 Schedules of the United States (19 U.S.C. 1202) is

26 amended by inserting after item 123.50 the following:



371

Furskin. of mink, whether or not
dressed:

Plate., mats, linings, strips,
crosses, or similar form8, all
the foregoing made wholly of
heads, paw8, tails, gills, and
similar trimming-scrap pieces
of mink furskin; and any such
trimming-scrap piece. not
sewn together:

19,3.80 Notdyed 12%adval, 35%ad vat.
123.82 Dyed 14%advat. 40%advat.

Other:'
For an aggregate quantity of

not over 900,000 skins (or
pieces of skins) entered
during any calendar quar-
ter:

123. 70 Raw or not dressed Free 80% ad vat.
Dressed:

Plates, mats,
lining8, strips,
crosses, or simi-
tar forms:

123.72 Notdyed 12%adval. 35%ad vat.
123.73 Dyed 14%advat. 40% ad vat.

Other:
123.75 Notdyed 3.5%advat. 25% ad vat.
123. 78 Dyed 5.5% ad vat. 30% ad vat.
123. 78 Other 25% ad vat. 40% ad vat. "

(2) Schedule 1, part 5, subpart B of such Schedules is

2 further amended by striking out item 124.10 and inserting

3 in lieu thereof the following:

Raw or not dressed:
124. 08 Ermine, fox, ko-

linsky, marten,
muskrat, and
weasel Free 30% ad vat.

124. 10 Other Free Free "

4 (3) Schedule 7, part 13, subpart B of such Schedules is

5 amended by inserting after item 791.10 the following new

6 item:

" I 791.11 I 0/mink 14%advat. 50% ad vat. I"
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fb) Headnote 4 of subpart B, part 5, schedule 1 of

such Schedules is repealed.

(c/ The amendments and repeal made by this section

shall apply with respect to articles entered, or withdrawn

from warehouse, for consumption on or after January 1,

1971.

SEC. 373. RATE OF DUTY ON GLYCI'NE AND CERTAIN RE-

LATED PRODUCTS.

(a) Schedule 4, part 13, subpart B of the Tariff Sched-

ules of the United States (19 U.S.C. 1202) is amended by

inserting after item 493.35 the following new item:

Aminoacegic acid (glycine) and
salts thereof, and mixtures con-
taming buCh acid or its salts if
such acid or sails individudliy or
in combination are the chief
component by weight of such
mixtures, all the foregoing however
p,ovided for elsewhere in this
itdiedule.

408.37 For an aggregate quantity of
not over 1,500,000 pounds
entered during any calendar
year of which an aggregate
quantity of not over 375,000
pounds may be entered during
any calendar quarter 8.5% ad saL t5% ad aL

493.88 Other 85% ad vat. 5% ad saL
plus MØ plus UØ
perth. perth.

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

apply with respect to art ides entered, or withdrawn from

warehouse, for consumption, on or after January 1, 1971.

SEC. 374. PARTS OF SKI BINDINGS.

(a) Schedule 7, part 5, subpart D of the Tariff Sched-
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1 ules of the United States is amended by renuml?ering item

2 734.97 as 734.98 and by inserting after item 734.96 the

3 following new item:

4 ' I 734. 97 I Parts of ski bindings f 3% ad val.I 45% ad va1."

5 (b) The amendcnents made by subsection (a) shall apply

t with respect to articles entered, or withdrawn from warehouse,

7 for consumption on or after January 1, 1971.

8 (c) The rates of duty in rate column numbered 1 of the

9 Tariff Schedules of the United States for item 734.97 (as

10 amended by subsection. (a)) shall be treated as not having the

11 status of statutory provisions enacted by the Congress, but as

12 having been proclaimed by the President as being required or

13 appropriate to carry out foreign trade agreements to which

14 the United States is a party. References to item 734.97 of

15 such Schedules in annex III to Proclamation 3822; dated

16 December 16, 1967, shall be treated as referring to item

17 734.98 of such Schedules (as renumbered by subsectian (a)).

18 SEC. 375. INVOICE INFORMATION.

19 Section 481(a) of the Tariff Act of 1930 ('19 U.S.C.

20 1481(a)) is amended—

21 (1) by redesignatiñg paragraph (10) thereof aa

22 paragraph (11);

23 (2) by striking out "and" at the end of parer-

24 graph (9) ; and
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1 (3) by incrting immediatery after such paragraph

2 (9) tI'e following new paragraph:

3 "(10) Such information as to product description as is

4 required to be made a part of the entry by provisions of the

5 Tariff Schedules of the United States, Annotated, issued pur-

6 suant to section 484(e) of this Act; and".

7 SEC. 376. REPOR1'S OF IMPORTS AND EXPORTS.

8 (a) Section 301 f title 13, United States Code is

9 amended—

10 (1) by inserting "(a)" before "The Secretary";

11 (2) by strildng out "shall compile" and inserting in

12 lieu thereof "shall, subject to the provisions of subsections

13 (b) and (c), compile"; and

14 (3) by adding at the end thereof the following iew

15 subsections:

16 "(b) The Secretary shall publish, as promptly as pos-

17 sible after the close of each month and each year, information

18, on impol4s by categories using the seven-iligit item numbers set

19 forth in the Tariff Schedules of the United States, Annotated,

20 as publisked by'.the United States Tariff Commission, and

21 showing such imptrts from each foreign country. In publish-

22 ing any information under this chapter with respect to im-

23 ports, the Secretary shall state—

.24 "(1) the value of imported articles based on their
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1 dutiable value as determined under section 402 or 402a

2 of the Tariff Act of 1930, and

3 "(2) the purchase price (transaction value) of im-

4 ported articles plus, when not included in such price, all

5 charges, costs, and expenses incurred in bringing the

6 imported articles to the customs territory of the United

7 States (or, in the case of articles not acquired by pur-

8 chase in an arm's-length transaction, the equivalent of

9 such price, charges, costs, and expenses).

10 "(c) In publishing any information under this chapter

11 with respect to exports, the Secretary shall state separately

12 from the total value of all exports—

13 "(1) (A) the value of agricultural commodities ex-

14 ported under the Agricultural Trade Development and

15 Assistance Act of 1954, as amended; and

16 "(B) the total amount of all export subsidies paid

17 to exporters by the United States under such Act for the

18 exportation of such commodities; and

19 "(2) the value of goods exported under the Foreign

20 Assistance Act of 1.961."

21 (b) Section 303 of such title is amended by—

22 (1) amending the section caption to read as follows:

23 "Duties of the Secretaries of Treasury, Agriculture, and

24 State";
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1 (2) by- inserti'tg (a) before "To assist"; and

2 (3) by adding at the end thereof the' following neu

3 subsection:

4 "(b) To assist tile Scretary' to carry' out the provisions

5 of this chapter—

6 "(1) the Secretary of' Agiriculture shalt furnish

7 information to tile Secretary' concerning the vatue of

8 agricultural commodities exported under provisions of

9 the Agricultural Trade Development and Assistance Act

10 of 1954, as amended, and tile total amounts of alt

11 export subsidies paid to exporters by the United States'

12 under such Act for tile expoitation of such commodities;

13 and

"(2) the Secretary of State shall furnish informa—

15 tion to the Secretary Concerning' the. value of goods ex-

16 ported under tile provisions of the Foreign Assistance

17 Act of 1961, as amended."

18 (c) The table of sections for chapter 9 of such title is'

19 amended by striking out the iiem relating to section 303 and

20 inserting in lieu thereof the following.:

"303. Dutiee of the Secretar'ee of Trea8ury, Agriculture, and State."

21 (d) Section 484(e) of the Tariff Act of 1930 (19

22 U.S.G. 1484(e)) is amended—

23 (1) by striking out "and" before "the value" and

24 inserting in lieu thereof a comma; and
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I (2) by inserting before the period at the end thereof

2 the following: ", and all charges, costs, and expenses in-

3 curred in bringing the imported merchandise to the

4 customs territory of the United States".

5 (e) The amendments made by sub8ection (a) shall apply

6 with respect to informatiàn published under the provisions

7 of chapter 9 of title 13, United States Code, on or after

8 July :t, 1971.

9 SEC. 377. CERTAIN MEAT AND MEAT PRODUCTS.

10 (a) Section 2(a) of the Act entitled "Act to provide for

11 the free importation of certain wild animaLs,, and to prot,ide

12 for the imposition of quotas on certain meat and meat prod-

13 ucts", approved August 22, 1964 (Public Law 88—482), is

14 amended to read as follows:

15 •"(a) It is the policy of the Congress that the aggregate

16 qtiantity of the articles specified in—

17 "(1) item 106.10 of the Tariff Schedules of the

18 United States (relating to fresh, chilled, or frozen cattle

19 meat),

20 "(2) item 106.20 of such Schedules (relatiizg to

21 fresh, chilled, or frozen meat of goats and sheep (except

22 lambs)), and

23 "(3) item 107.60 of such Schedules (reiating. to pre-

24 pared or preserved beef and veal), but only insofar as

25 such item relates to beef and veal which is prepared and
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1 in a fresh, chilled, or frozen state, but not otherwise

2 preserved,

3 which may be imported into the United States in any calendar

4 year beginning after December 31, 1964, should not exceed

5 726,700,000 pounds; except that this quantity shall be in-

6 creased or decreased for any calendar year by the same per-

7 centage that the estimated average annual domestic commer-

8 cial production in that calendar year and the two preceding

9 calendar years of articles described in items 106.10 and

10 106.20 of such Schedules increases or decreases in corn pan-

son with the average annual domestic commercial production

12 of such articles during the years 1959 through 1963, inclu-

13 sive."

14 (b) Section 2(c) (1) of such Act is amended by striking

15 out "during such calendar year, to the aggregate quantity"

16 and inserting in lieu thereof "during each quarter of such

17 calendar year to one-fourth of the aggregate quantity".

18 (c) The amendments made by this section shall apply

19 with respect to the calendar year 1971 and succeeding calen-

20 dar years. The Secretary of Agriculture shall carry out the

21 duties and functions imposed on him by section 2 of the Act

22 of August 22, 1964 (as amended by this Act), with respect

23 to the calendar year 1971 and the first quarter of such year

24 as soon as possible after the date of the enactment of this Act.
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1 SEC. 378. TRADE WITH FOREIGN COUNTRIES PERMITTING

2 UNCONTROLLED PRODUCTION OF OR TRAF-

3 FICKING IN CERTAiN DRUGS.

4 The President of the United States shall have the

5 authority to impose an embargo or suspension of trade with

6 a nation which permits the uncontrolled or unregulated pro-

7 duction of or trafficking in opium, heroin, or other poppy

8 derivatives in a manner to permit these drug items to fall

9 into illicit commerce for ultimate disposition and use in

10 this country.

11 SUBPART 5—SHORT TITLE

12 SEC. 381. SHORT TITLE.

13 This title may be cited as the "Trade Act of 1970".

14 TITLE I V—CATASTROPHIC HEALTH

15 iNSURANCE PROGRAM

16 CATASTROPHIC HEALTH INSURANCE PROGRAM

17 SEC. 401. The Social Security Act, is amended by add-

18 ing after title XIX the following new title:

19 "TITLE XX—CATASTROPHIC HEALTH

20 INSURANCE PROGRAM

21 "DESCRIPTION OF PROGRAM

22 "SEC. 2001. The insurance program established by this

23 title provides protection against the costs of high-cost cata-

24 strophic illnesses and establishes the conditions individuals

25 must meet to become entitled thereto.
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1 "ELIGIBLE INDIVIDUALS

2 "SEC. 2002. (a) Every individual who—

3 "(1) has not attained the age of 65, and

4 "(2) (A) is fully or currently insured (as such

5 terms are defined in section 214 of this Act), or (B) is
6 entitled to monthly insurance benefits under title II of
7 this Act, or (C) is the spouse or dependent child (as

8 defined in regulations) of an individual who is fully or
9 currently insured, or (D) is the spouse or dependent

10 child (as defined in regulations) of an individual entitled

to monthly insurance benefits under title II of this Act;
12 and

13 "(3) has filed an application under this section in

14 such manner and in accordance with such other require-

15 ments as nay be prescribed in regulations of the

16 Secretary;

17 shall be entitled to catastrophic health insurance benefits pro-
18 vided by this title for each month in which he meets the con-
19 ditions specified in paragraphs (1) and (2), beginning with
20 the first month after December 1971 in which he meets such
21 conditions and ending with the month in which he dies, or if
22 earlier, the month before the month in which he no longer
23 meets the conditions of either paragraph (1) or (2) of this
24 subsection.

25 "(b) For purposes of subsection (a)—
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1 "(1) entitlement of an individual to catastrophic

2 health insurance benefits for a month shall consist of

3 entitlement to have payment made under, and subject to

4 the limitations in, this title to him or on his behalf for

5 the services described in section 2003 which are fur-

6 nished him in the United States (or outside 'the United

7 States in the case of services specified in section

8 2003(a) (2) (B)); and

9 "(2) in determining whether (A) an individual,

10 who has not attained age 62, is a fully insured mdi-

11 vidual with respect to a calendar year he shall be deemed

12 to have attained age 62 in such year and (B) an

13 individual who is not entitled to benefits under section

14 202 (a) is a currently insured individual with respect

15 to a quarter, he shall be deemed to be entitled to benefits

16 under such section in such quarter;

17 "(3) an individual who is not (nor deemed to be)

18 a fully insured individual with respect to a calender

19 year 'shall be deemed to be such for such calendar year

20 and 6 mont/is thereafter if in the preceding calendar

21 year he was (or is deemed, pursuant to paragraph (2),

22 to be), a fully insured individual;

23 "(4) an individual who is not (nor deemed to be)

24 a currently insured individual with respect to any
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1 quarter shall be deemed to be such for such quarter if

2 such quarter is in the 13-quarter period following the

3 last quarter of any such period in which he was (or

4 is deemed, pursuant to paragraph (2), to be), a cur-

5 rently insured individual.

6 "SCOPE OF BENEFITS

7 "SEC. 2003. (a) The benefits provided to an individual

8 by the insurance program under this title shall be—

9 "(1) hospital insurance benefits which shall consist

10 of entitlement to have payment made on behalf of am mdi-

11 vidual for—

12 "(A) inpatient hospital services (as defined in

13 section 1861 (b));

14 "(B) post-hospital extended care services (as

15 defined in section 1861 (i) but only if with respect

16 to at least one of the 3 days of hospitalization re-

17 quired by such section payment may be made pursu-

18 ant to section 2004(a) (1) (A) for services fur-
19 nished on such day);

20 "(0) home health services (as defined in 1861

21 (in));
22 "(D) outpatient physical therapy services (as
23

defined in section 1861 (p)),
24 "(E) medical and other health services (as de-
25 fined in section 1861 (s), but subject to the limita-
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i tion and conditions prescribed in sect 'ion 1832 (a)

2
(2)(B));and

3
"(2) medical insurance benefits which shall con-

sist of entitlement to have payment made to an mdi-

vidual or on his behalf for—

6
"(A) medical and other health services (as de-

7
fined in section 1861 (s), except those described in

8 subsection (b) (5),

9 "('B) services of the type described by section

10 1814(d) (1) for which payment cannot be made

ii under paragraph (1) (A) or subparagraph (A)

12 of this paragraph solely because the hospital does not

13 elect to claim payment, but only if the provisions of

14 section 1814(d) (2) (B) or section 1835(b) (2) (B)

15 are met);

16 "(C) services described in section 1814(f).

17 "(b) (1) Notwithstanding the previous provisions of

18 this section, no payment may be made with respect to ex-

19 penses incurred for items or services if pursuant to section

20 1802(a), (b), or (d) payment may not be made for such

21 expenses under title XVIII.

22 "(2) No payment may be made n,nder this title with

23 respect to any item or service furnished to or on behalf of any

24 individual on or after January 1, 1972, if such item or

25 service is covered under a health benefits plan in which such
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1 individual is enrolled under chapter 89 of title 5, United

2 States Code, unless prior to the date on which such item or

3 service is so furnished the Secretary shall have determined

4 and certified that the Federal employees health benefits pro-

5 gram under chapter 89 of such title S has been modified so

6 as to assure that—

7 "(A) there is available, to each Federal employee

8 or ann.uitant who has not attained age 65, one or more

9 health benefits plans which offer protection supplementing

10 the protection provided by this title, and

11 "(B) the Government will make available to such

12 Federal employee or annuitant a contribution in an

13 amount at least equal to the contribution which the Gov-

14 ernment makes toward the health insurance of any em-

15 ployee or annuitant enrolled for high option coverage

16 under the Government-wide plans established under chap-

17 tei' 89 of such title 5, with such contribution being in the

18 form of a contribution toward the supplementary pro-
19 tection referred to in subparagraph (A).
20

"PAYMENT, DEDUCTIBLES, AND COINSURANCE

21
"SEC. 2004. (a) Subject to the succeeding provisions of

22
this section, there shall be paid from the Federal Cata-

23
strophic Health Instrance Trust Fund, in the case of each

24 . . .

inthvulnal who is covered under the insurance program estab-

lished by this title and incurs expenses for services with
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1 respect to which benefits are payable under this title, amounts

2 equal to—

3 "(1) (A) in the case of services described in sub-

4 paragraph (A) of section 2003(a) (1), the reasonable

5 cost of such services (as defined in section 1861 (v))

6 furnished after the 60th day of inpatient hospital serv-

7 ices (as defined in section 1861 (b)) to such individual

8 in any calendar year, reduced by a coinsurance amount

9 equal to one-fourth of the inpatient hospital deductible

10 (as determined under section 1813(b) (2) of the Social

11 Security Act) for each (lay after such 60th day on

12 which such individual is furnished such services, except

13 that (i) the days on which such individual was an in-

14 patient of a hospital in the last three months of the pre-

15 ceding calendar year and which were included in the 60-

16 day period for which no benefits were payable during

17 such calendar year shall be included in determining such

18 60-day period and (ii) the reduction under this sentence

19 for any day shall not exceed the charges imposed for that

20 day with respect to such individual for such services (and

21 for this purpose, if the customary charges for such serv-

22 ices are greater than the charges so imposed, such cus-

23 tomary charges shall be considered to be the charges so

24 imposed);

H.R. 17550 13
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1 "(B) in the case of services described in sub para-

2 graph (B) of section 2003(a) (1), the reasonable cost

3 of such services (as defined jfl, section 1861 (v)) re-

4 duced by a coinsurance anwunt equal to one-eighth of

5 the inpatient hospital deductible (as determined under

6 section 1813(b) (2)) for each day on which such mdi-

7 vidual is furnished such services,

8 "(2) in the case of services described in subpara-

9 graphs (C), (D) •and (E) of section 2004(a) (1), 80

10 percent of the reasonable cost of the services (as deter-

11 mined under section 1861 (v);

12 "(3) in the case of services described in subsection

13 (a) (2) of section 2003, 80 percent of the reasonable

14 charges for such services.

15 "(b) Before applying paragraphs (2) and (3) of sub-

16 section (a) with respect to expenses incurred by an individual

17 during any calendar year, the total amount of the expenses

18 incurred by such individual during such year (which would,

19 but for this subsection, constitute incurred expense.s from

20 which benefits payable under paragraphs (2) and (3) of

21 subsection (a) are determinable) shall be reduced by a de-

22 ductible of $2,000; except that —

23 "(1) the amount of the deductible for such calen-

24 dar year as so determined shall first be reduced by the

25 amount of any expenses incurred by such individual
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1
in the last three months of the preceding calendar year

2
and applied toward such individual's deductible under

this section for such preceding year, and

4
"(2) any such expenses so incurred by other mem-

bers of such individual's family shall be deemed to have

6
been incurred by such individual.

For the purposes of paragraph (2), a family may consist of

8 one or more individuals (i) one of whom is entitled to benefits

under this title by reason of section 2002 (a) (2) (A) or (B)

10 and (ii) such others of whom are so entitled by reason of sec-

tion 2002(a) (2) (C) or (D), but only to the extent that the

12 individuals included under clause (i) and (ii) are living

13 in a place of residence maintained by one or more of them as

14 his or her own home.

15 "(c) The Secretary shall between July 1 and October

16 1, 1972, and each year thereafter, determine and promulgate

17 the deductible which shall be applicable for purposes of sub-

18 section (b) in the succeeding calendar year. Such deductible

19 shall be equal to whichever is the higher—

20 "(1) $2,000 or

21 "(2) 2,000 multiplied by the ratio of the component

22 of the Consumer Price Index, prepared by the Depart-

23 ment of Labor for June of the year in which such deter-

24 mination is made and promulgated, which represents fees
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for physician services to such component of such Con-

2 sunier Price Index for the month of December 1971, with

such product, if not a multiple of $50, being rounded to

the nearest multiple of $50.

"(d) Payment for services under this title shall also be

6 subject to the limitations described in section 1812 (c) and

7 (e) and section 1833 (c) and (e).

8 "CONDITIONS OF AND LIMITATIONS ON PAYMENT

9 FOR SERVICES

10 "SEC. 2005. (a) To the extent that payment 'may be

11 made for services described in section 2003(a) (1), the pro-

12 visions of sections 1814, 1815, 1816, 1833(f), 1835 shall

13 apply.

14 "(b) To the extent that payment may be made for

15 services described in section 2003 (a) (2), the provisions of

16 section 1842 shall apply.

17 "APPLICABILITY OF CERTAIN PROVISIONS OF

18 TITLE XVIII

19 "SEC. 2006. (a) The provisions of section 1861 (ex-

20 cept subsection (a) and (y), 1866, 1867, 1869, 1870,

21 1871, 1872, 1873, 1874, 1875, 1876, 1877, 1878, and

22 1879 shall apply with respect to this title to the same

23 extent a's they are applicable with respect to title XVIII.

24 "(b) The provisions of part B of title XI, section

25. 1122, and 1124, 1125, and 1130 shall apply with respect
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to the title to the same extent as they are applicable with

2 respect to title XVIII.

"(c) The provisions of section 222 of the Social

4 Security Amendments of 1970 and section 402 (a) of the

5 Social Security Amendments of 1967 shall be applicable to

6 this title to the same extent as they are applicable to title

7 XVIII.

8 "STATE AGREEMENTS FOR COVERAGE OF ANNUITANTS

9 AND MEMBERS OF A RETIREMENT SYSTEM AND THEIR

10 DEPENDENTS AND SURVIVORS

11 "SEC. 2007. (a) The Secretary shall, at the request of

12 a State which has entered into an agreement under section

13 218, enter into an agreement with such .State pursuant to

14 which all individuals in any of the coverage groups described

15 in subsection (b) (as specified in the agreement) will be

16 entitled to benefits under this part.

17 "(b) For purposes of this section—

18 "(1) the term 'retirement system' means a pen3ion,

19 annuity, retirement, or similar fnnd or system estab-

20 lished by a State or by a political subdivision thereof.

21 "(2) the term 'political subdivision' includes an

22 instrumentality of (A) a State, (B) one or mOre po-

23 litical subdivisions of a State, or (C) a State and one

24 or more political subdivisions.
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1 "(3) the term 'State' includes an instrumentality

2 of two or more States.

3 "(4) the term 'coverage group' means (A) annui-

4 tants under a retirement system, (B) members of a re-

5 tirement system who are not annuitants, (C) the widows

6 or widoevers of annuitants under a retirement system,

7 and (D) the widows or widowers of members of a re-

8 tirement system who were not annuit ants; except that

9 such term shall not include any individual who is en-

10 titled to catastrophic health insurance benefits under this

11 title by reason of section 2002(a).

12 "(c) (1) An agreement entered into with any State

13 under this section shall be applicable to one or more cover-

14 age groups, referred to in clause (A) of subsection (b) (4),

15 and as designated by the State in such agreement.

16 "(2) An agreement entered into with any State under

17 this section may be applicable to one or more of the coverage

18 groups referred to in any of the clauses of subsection (b) (4)

19 (except clause (A)) but only with respect to retirement sys-

20 terns (A) the annuitants of which are individuals in a

21 coverage group designated, pursuant to paragraph (1), as

22 a coverage group to which such agreement applies and (B)

23 in the case of widows, and widowers, referred to in clause

24 (D), the members of which are individuals in a coverage
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1 group designated, pursuant to this paragraph, as a coverage

2 group to which this agreement applies.

"(ci) The Secretary shall, at the request of any State,

4 modify the agreement with such State under this section to

5 include any coverage group to which the agreement did not

6 previously apply; but the agreement as so modified may not

7 be inconsistent with the provisions of this section applicable

8 in the case of an original agreement with a State.

9 "(e) For purposes of this section an individual who is

10 in a coverage group to which the agreement under this sec-

11 tion applies, shall (subject to the succeeding provisions of

12 this section) be entitled to benefits under this title in the same

13 manner and under the same conditions as though he estab-

14 lished such entitlement under section 2002(a).

15 "(f) The entitlement to benefits under this title of an

16 individual, who is in a coverage group to which the agree-

17 ment under this section applies, shall—

18 "(1) begin on whichever of the following is the

19 latest:

20 "(A) January 1972,

21 "(B) the first day of the month following the

22 first month in which he is in such coverage group,

23 "(C) the first day of the second month following

24 the month in which such agreement is entered into, or
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1 "(D) the first day of the second month following

2 the month to which such agreement, pursuant to a

3 modification, becomes applicable to such coverage

4 group, and

5 "(2) end on whichever of the following is the

6 earliest—

7 "(A) the last day of the month in which such

8 individual dies,

9 "(B) the last day of the month preceding the

10 first month for which he becomes entitled to benefits

11 under this title by reason of section 2002(a),

12 "(0) the first day of the month following the

13 month in which he ceases to be in the coverage

14 growp to which such agreement is applicable,

15 "(D) the day on which such agreement ter-
16 minates, or

17 "(E) the day on which such agreement ter-
18 minates with respect to such coverage group.
19 "(g) Each such agreement shall provide that the State—
20 "(1) will, at such time or times as the Secretary
21

specifies, reimburse the Federal Catastrophic Health In-
22

surance Trust Fund (A) for payments made from such
23 Fund to pay for the services furnished to individual.
24

entitled to have payment made for such services by
25

reason of such agreement anti (B) for the administra-
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1 tive expenses incurred by the Department of Health,

2 Education, and Welfare in carryin',q out such agreement

and by such public or private agencies that such Depart-

4 ment may utilize for such purpose,

5 "(2) will comply with such rules and regulations

6 as the Secretary may issue in carrying out such

7 agreement,

8 "(3) will furnish the Secretary such timely informa-

9 tion and reports as he may find necessary in performing

10 his functions under this section and will maintain such

11 records and afford such access thereto as the Secretary

12 finds necessary to assure the correctness and verification

13 of the information and reports under this paragraph

14 and otherwise carry out this agreement,

15 and shall contain such other terms and conditions not incon-

16 sistent with this section as the Secretary may find, necessary

17 and appropriate.

18 "(h) Upon giving at least six months notice in writing

19 to the Secretary, a State may terminate, effective at the

20 end of a calendar quarter specified in the notice, its agree-

21 ment with the Secretary either in its entirety or with respect

22 to a coverage group.

23 "(i) If the Secretary, after giving reasonable notice

24 and opportunity for hearing to a State with whom he has

25 entered into an agreement pursuant to this section, finds
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1 that the State has failed or is no longer legally able sub-

2 stantially to comply with amj provision of such agreement or

3 of this section, he shall notify such State that the agreement

4 will be terminated in its entirety, or with respect to any one

5 or more coverage groups designated by him, at such time as

6 he deems appropriate, unless prior to such time he finds there

7 no longer is any such failure or that the cause for such legal

8 inability has been removed.

9 "(j) A determination by a State, which has entered into

10 an agreement with the Secretary under this section, as to

11 whether an individual is an annuitant or member of a retire-

12 ment system or the widow or widower of such an annuitant or

13 mem,ber shall, for purposes of this section, be final and con-

14 elusive upon the Secretary.

15 "(k) (1) If more or less than the correct amount due

16 under an agreement pursuant to this section is paid, proper

17 adjustments with respect to the amounts due under such

18 agreement shall be made, without interest, in such manner

19 and at such times as may be prescribed by regulations of the

20 Secretary.

21 "(2) In case any State does not make, at the time or
22 times due, the payments provided for under an agreement
23 pursuant to this section, there shall be added, as part of the

24 amounts due, interest at the rate of 6 per centum per annum
25 from the date due until paid."
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1 "FEDERAL CATASTROPHIC HEALTH INSURANCE TRUST

2 FUND

3 "SEC. 2008. (a) There is hereby created on the books of

4 the Treasury of the United States a trust fund to be known as

5 the 'Federal Catastrophic Health Insurance Trust Fund'

6 (hereinafter in this section referred to as the 'Trust Fund').

7 The Trust Fund shall consist of such amounts as may be de-

8 posited in, or appropriated to, such fund as provided in this

9 part. There are hereby appropriated to the Trust Fund for the

10 fiscal year ending June 30, 1972, and for each fiscal year

11 thereafter, out of any moneys in the Treasury not otherwisç

12 appropriated, amounts equivalent to 100 per centum of—

13 "(1) the taxes imposed by section 3101 (c) and

14 3111 (c) of the Internal Revenue Code of 1954 with

15 respect to wages reported to the Secretary of the Treas-

16 ury or his delegate pursuant to subtitle F of such Code

17 after December 31, 1971, as determined by the Secretary

18 of the Treasury by applying the applicable rates of tax

19 under such sections to such wages, which wages shall he

20 certified by the Secretary of Health, Education, and

21 Welfare on the basis of records of wages established and

22 maintained by the Secretary of Health, Education, and

23 Welfare in accordance with such reports; and

24 "(2) the taxes imposed by section 1401 (c) of the

25 Internal Revenue Code of 1954 with respect to self-
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1 employment income reported to the Secretary of the

2 Treasury or his delegates on tax returns under subtitle F

3 of such Code, as determined by the Secretary of the

4 Treasury by applying the applicable rate of tax under

5 such section to such self-employment income, which self-

6 employment income shall be certified by the Secretary of

7 Health, Education, and Welfare on the basis of records

8 of self-employment established and maintained by the

9 Secretary of Health, Education, and Welfare in accord-

10 ance with such returns.

11 The amounts appropriated by the preceding sentence shall be

12 transferred from time to time from the general fund in the

13 Treasury to the Trust Fund, such amounts to be determined

14 on the basis of estimates by the Secretary of the Treasury of

15 the taxes, specified in the preceding sentence, paid to or de-

16 posited into the Treasury; and proper adjustments shall be
17 made in amounts subsequently transferred to the extent prior

18
estimates were in excess of or were less than taxes specified

19 in such sentence.

20 "(b) With respect to the Trust E'und, there is hereby

created a body to be known as the 'Board of Trustees of the
22

Trust Fund' (hereinafter in this section referred to as the
23 ,

Board of Trustees), composed of the Secretary of the
24

Treasury, the Secretary of Labor, and the Secretary of
25

Health, Education, and Welfare, all ex officio. The Secretary



39,7

1
of the Treasury shall be the Managing Trustee of the Board of

2
Trustees (hereinafter in this section referred to as the 'Man-

aging Trustee'). The Commissioner of Social Security

shall serve as the Secretary of the Board of Trustees. The

Board of Trustees shall meet not less frequently than once

6 each calendar year. It shall be the duty of the Board of

Trustees to—

8 "(1) hold the Trust Fund;

9 "(2) report to the Congress not later than the first

10 day of April of each year on the operation and status of

the Trust Fund during the preceding fiscal year and on

1.2 its expected operation and status during the current fiscal

13 year and the next 2 fiscal years;

14 "(3) report immediately to the Congress whenever

15 the Board is of the opinion that the amount of the Trust

16 Fund is unduly small; and

17 "(4) review the general polieies followed in manag-

18 ing the Trust Fund, and recommend changes in such

19 policies, including necessary changes in the provisions

20 of law which govern the way in which the Trust Fund

21 is to be managed.

22 The report provided for in paragraph (2) shall include a

23 statement of the assets of, and the disbursements made from,

24 the Trust Fund during the preceding fiscal year, an estimate

25 of the expected income to, and disbursements to be made
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1 from, the Trust Fund during the current fiscal year and

2 each of the next 2 fiscal years, and a statement of the actu-

3 anal status of the Trust Fund. Such report shall be printed

4 as a House document of the session of the Congress to which

5 the report is made.

6 "(c) It shall be the duty of the Managing Trnstee to

7 invest such portion of the Trust Fund as is not, in his judg-

8 ment, required to meet current withdrawals. Such investments

9 may be made only in interest-bearing obligations of the

10 United States or in obligations guaranteed as to both pnin-

11 cipal and interest by the United States. For such purpose

12 such obligations may be acquired (1) on original issue at

13 the issue price, or (2) by purchase of outstanding obligations

14 at the market price. The purpose for which obligations of the

15 United States may be issued under the Second Liberty Bond

16 Act, as amended, are herelnj extended to authorize the is-

17 suance at par of public-debt obligations for purchase by the

18 Trust Fund. Such obligations issued for purchase by the

19 Trust Fund shall have maturities fixed with due regard for

20 the needs of the Trust Fund and shall bear interest at a rate

21 equal to the average market yield (com.puted by the Managing

22 Trustee on the basis of market quotations as of the end of
23 the calendar month next preceding the date of such issue)

24 on all market bale interest-bearing obligations of the United

25 States then forming a part of the public debt which are not
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i due or callable until after the expiration of 4 years from the

2 end of such calendar month; except that where such average

3 market yield is not a multiple of one-eighth of one per centum.,

4 the rate of interest on such obligations shall be the multiple

5 of one-eighth of one per centum nearest such market yield.

6 The Managing Trustee may purchase other interest-bearinq

7 obligations of the United States or obligations guaranteed as

8 to both principal and interest by the United States, on original

9 issue or at the market price, only where he determines that

10 the pvrchase of such other obligations is in the public

11 interest.

12 "(d) Any obligations acquired by the Trust Fund

13 (except public-debt obligations issued exclusively to the Trust

14 Fund) may be sold by the Managing Trustee at the market

15 price, and such public-debt obligations may be redeemed at

16 par pins accrued interest.

17 "(e) The interest on, and the proceeds from the sale or

18 redemption of, any obligations held in the Trust Fund shall

19 be credited to and from a part of the Trust Fund.

20 "(f) (1) The Managing Trustee is directed to pay from

21 time to time from the Trust Fund into the Treasury the

22 amount estimated by him as taxes imposed under section

23 3101 (c) which are subject to refund under section 6413(c)

24 of the Internal Revenue Code of 1954 with respect to wages
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1 paid after December 31, 1971. Such taxes shall be deter-

2 mined on the basis of the records of wages. established and

3 maintained by the Secretary of Health, Education, and Wel-

4 fare in accordance with the wages reported to the Secretary

5 of the Treasury or his delegate pursuant to subtitle F of the

6 Internal Revenue Code of 1954, and the Secretary of Health,

7 Education, and Welfare shall furnish the Managing Trustee

8 such information as may be required by the Managing Trustee

for such purpose. The payments by the Managing Trustee

10 shall be covered into the Treasury as repayments to the

account for refunding internal revenue collections.

12 "('2) Repayments made under paragraph (1) shall not

13
be available for expenditures but shall be carried to the sur-

14 plus fund of the Treasury. If it subsequently appears that

15 the estimates under such paragraph in any particular period

16 were too high or too low, appropriate adjustmemts shall be

17 made by the Managing Trustee in future payments.

18 "(g) There shall be transferred periodically (but no.t

19
less often than once each 7iscal year) to the Trust Fund from

20
the Federal Old-Age and Survivors Insurance Trust Fund

and from the Federal sa thty Insurance Trust und

22
amounts equivalent to the amounts not previously so trans-

23
ferred which the Secretary of Health, Education, and Wel-

24 .

fare shall have certified as overpayments pursuant to sec-
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1 tion 1870(b) of this Act as made applicable to this title by

2 section 2006.

3 "(h) The Managing Trustee shall also pay from time

4 to time from the Trust Fund such amounts as the Secre-

5 tary of Health, Education, and Welfare certifies are neces-

6 sary to make the payments provided for by this part, and

7 the payments with respect to administrative expenses in ac-

8 cordance with section 201 (g) (1).

9 "APPROPRIATIONS FOR CONTINGENCY RESERVE

10 "SEC. 2009. In order to assure prompt payment of bene-

11 fits provided under this title and the administrative expenses

12 thereunder during the early months of the program estab-

13 lished by this title, and to provide a contingency reserve,

14 there is authorized to be appropriated, out of any moneys

15 in the Treasury not otherwise appropriated, to remain avail-

16 able for the B calendar years immediately following Decem-

17 ber 31, 1971, for repayable advances (without interest)

18 to the Trust Fund, an amount equal to one-half of the

19 amount of benefits estimated to be paid under this title in each

20 of such calendar years.

21 "PAYMENTS TO PREPAYMENT ORGANIZATIONS

22 "SEC. 2010. (a) In lieu of amounts which would other-

23 wise be payable under this title, the Secretary is authorized

24 to determine, by actuarial methods, with respect to any health

25 maintenance organization, as defined in section 1876, or an
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1 organization eligible for payment under section 1833(a)

2 (1) (A) a per capita rate of payment for services pro-

3 vided to enrollees in such organization who are eligible for

4 benefits under this title, provided such organization agrees to

5 comply with the provisions of section 1876(g) with respect

6 to such payments;

7 "(b) Such rate of payment shall be determined annually

8 in accordance with the methods described in subsections 1876

9 (a) (1) and (2) with appropriate actuarial adjustments to

10 reflect utilization of services by such enrollees not furnished

1 by such organization."

12 (b) Section 201 (g) of the Social Security Act is

13 amended by—

14 (1) inserting after "title XVIII,, the first time it

15 appears the following: "and the Federal Catastrophic

16 Health Insurance Trust Fund established by title XX",

17 (2) inserting after "title XVIII" each time it ap-

18 pears therein after the first time the following: "and

19 title XX".

20 (c) (1) Section 1401 of the Internal Revenue Code of

21 1954 is amended by adding after subsection 1401 (b) the

22 following new subsection:

23 "(c) CATASTROPHIC HEALTH INSURANCE PROTEC-

24 TION.—In addition to the tax imposed by the preceding sub-

25 section, there shall be imposed for each taxable year, on
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1 the self-employment income of every individual, a tax as

2 follows:

3 "(1) in the case of any taxable year beginning after

4 December 31, 1971, and before January 1, 1975, the

tax shall be equal to 0.30 percent of the amount of the

6 self-employment income for such taxable year;

7 "(2) in the case of any taxable year beginning after

8 December 31, 1974, and before January 1, 1980, the

9 tax shall be equal to 0.35 percent of the amount of the

io self-employment income for such taxable year; and

11 "(3) in the case of any taxable year beginning

12 after December 31, 1979, the tax shall be equal to 0.40

13 percent of the amount of the self-employment income

14 for such tarnable year."

15 (2) Section 3101 of the Internal Revenue Code of 1954

16 is amended by adding after subsection 3101 (b) the following

17 new subsection:

18 "(c) CATASTROPHIC HEALTH INSURANCE PROTEC-

19 TION.—Ifl addition to the taxes imposed by the preceding

20 subsections, there is hereby imposed on the income of every

21 individual a tax equal to the following percentages of wages

22 (as defined in section 3121 (a)) received by him with respect

23 to employment (as defined in section 3121 (b) )—

24 "(1) with respect to wages received during the
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1 catendar years 1972, 1973, and 1974, the rate shall be

2 0.30 percent;

3 "(2) with respect to wages received during the calen-

4 dar years 1975, 1976, 1977, 1978, and 1979, the rate

shall be 0.35 percent; and

6 "(3) with respect to wages received after December

31, 1979, the rate shall be 0.40 percent."

(3) Section 3111 of the Internal Revenue Code of 1954

is amended by adding after subsection 3111 (b) the follow-

10 ing new subsection:

"(c) CATASTROPHIC HEALTH INSURANCE PROTEC-

12 TION.—In addition to the taxes imposed by the preceding
13 subsections, there is hereby imposed on every employer an
14

excise tax, with respect to having individuals in his employ,

equal to the following percentages of the wages (as defined
16 in section 3321 (a)) paid by him with respect to em ploy-
17

ment (as defined in section 3121 (b) )—
18 "(1) with respect to wages paid during the cal-
19

endar years 1972, 1973, and 1974, the rate shall be
20

0.30 percent;
21

"(2) with respect to wages paid during the calendar
22

years 1975, 1976, 1977, and 1979, the rate shall be
23

0.35 percent; and
24

"(3) with respect to wages paid after December 31,
25

1979, the rate shall be 0.40 percent."
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1 TITLE V—PRO VISIONS RELATIN.G TO

2 WELFARE

3 GUARANTEED MINIMUM iNCOME FOR RECIPIENTS OF OLD-

4 AGE ASSISTANCE, AID TO THE BLIND, AiD TO THE

5 DISABLED, OR AID TO THE AGED, BLIND, OR DISABLED

6 SEC. 501. (a) Section 2(a) (10) (A) of the Social Secu-

7 rity Act is amended by inserting after the semicolon at the end

8 thereof "and except that, in the case of any State (other than

9 the Commonwealth of Puerto Rico, Guam, or the Virgin

10 Islands), the sum of the financial assistance provided to each

11 individual who is eligible under the plan (other than one who

12 is a patient in a medical institution or is receiving institutional

13 services in an intermediate care facility to which section 1121

14 applies), plus his income which is not disregarded pursuant

15 to clause (i) or (ii) and the reasonable value of shelter and

16 other needed items which are regularly provided to such mdi-

17 vidual (to the extent they are provided without cost), shall not

18 be less than $130 per month (or in the case of two or more

19 such eligible individuals who are, as determined in accordance

20 with regulations of the Secretary, members of the same house-

21 hold, $130 per month plus $70 per month for each of such

22 individuals in addition to one);

23 (b) Section 1002 (a) (8) of such Act is amended by in-

24 serting before the semicolon at the end thereof ", and except

25 that, in the case of any State (other than the Commonwealth
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1 of Puerto Rico, Guam, or the Virgin Islands), the sum of the

2 financial assistance provided to each individual who is eligible

3 under the plan (other than one who is a patient in a medical

4 institution or is receiving institutional servües in an inter-

5 mediate care facility to which section 1121 applies), plus his

6 income which is not diregarded pursuant to clause (A), (B),

7 or (C) and the reasonable value of shelter and other needed

8 items which are regularly provided to such individual (to the

9 extent they are provided without cost), shall not be less than

10 $130 per month (or in the case of two or more such eligible

11 individuals who are, as determined in accordance with regu-

12 lations of the Secretary, members of the same household, $130

13 per month plus $70 per month for each of such individuals in

14 addition to one), and".

15 (c) Section 1402(a) (8) of such Act is amended by in-

16 serting before the semicolon at the end thereof ", and except

17 that, in the case of any State (other than the Commonwealth

18 of Puerto Rico, Guam, or the Virgin Islands), the sum of

19 the financial assistance provided to each individual who is

20 eligible under the plan (other than one who is a patient in a

21 medical institution or is receiving institutional services in an

22 intermediate care facility to which section 1121 applies),

23 plus his income which is not disregarded pursuant to clause

24 (A), (B), or (C) and the reasonable value of shelter and
25 other needed items which are regularly provided to such mdi-
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1 vidual (to the extent they are provided without cost), shall

2 not be less than $130 per month (or in the case of two or

3 more such eligible individuals who are, as determined in ac-

4 cordance with regulations of the Secretary, members of the

5 same household, $130 per month plus $70 per month for each

6 of such individuals in addition to one), and".

7 (d) Section 1602 (a) (14) of such Act is amended by

8 inseriing after and below clause (D) the following:

9 "and except that, in the case of any State (other than the

10 Commonwealth of Puerto Rico, Guam, or the Virgin Is-

11 lands), the sum of the financial assistance provided to

12 each individual who is eligible under the plan (other than

13 one who is a patient in a medical institution or is receiv-

14 ing institutional services in an intermediate care facility

15 to which section 1121 applies), plus his income which is

16 not disregarded pursuant to clause (A), (B), (C), or

17 (D) and the reasonable value of shelter and other needed

18 items which are regularly provided to such individual (to

19 the extent they are provided without cost), shall not be

20 less than $130 per month (or in the case of two or more

21 such eligible individuals who are, as determined in ac-

22 cordance with regulations of the Secretary, members of

23 the same household, $130 per month plus $70 per month

24 for each of such individuals in addition to one); and ".

25 (e) The amendments 'made by the preceding subsections
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1 of this section shall apply with respect to expenditures under a

2 State plan approved under title I, X, XIV, and XVI,

3 respectively of the Social Security Act made for aid or assist-

4 ance under such plan for periods after March 1971.

5 (f) Any individual with respect to whom old-age assist-

6 ance, aid 'to the blind, aid to the disabled, or aid to the aged,

7 blind, or disabled is paid under such a State plan shall not

8 be eligible to participate in the food stamp program conducted

9 under the Food Stamp Act of 1964 or 'the program conducted

10 under section 416 of the Act of October 31, 1969, or any

11 similar programs for distribution of surplus agricultural

12 commodities effective April 1, 1971.

13 INCREASE IN STANDARD OF NEED FOR AGED, BLIND, AND

14 DISABLED RECIPIENTS

15 SEc. 502. Title XI of the Social Security Act is

16 amended by adding after section 1125 (as added by section

17 266 of this Act) and before section 1151 (as added by sec-

18 tion 245 of this Act) the following new section:

19 "INCREASING STANDARD OF NEED UNDER ASSISTANCE

20 PROGRAMS

21 "SEc. 1126. In addition to the requirements imposed

22 by law as a condition of approval of a State plan of any

23 State (other than the Commonwealth of Puerto Rico, Guam,

24 or the Virgin Islands) to provide aid or assistance to mdi-

25 viduals under title I, X, XIV, or XVI of the Social Security

26 Act, there is hereby imposed the requirement (and the plan



409

s/tall be deemed to require) that, in the case of an individual

2 found eligible (as a result of the requirement imposed by

this section or otherwise), for aid or assistance for any month

4 after March 1971—

5 "(1) the total of the amounts used to determine the

6 needs of such individual shall be at least $10 higher than

the total thereof which would have been used to deter-

8 mine needs of such individual under the State plan as in

9 effect for March 1971, or

10 "(2) in the case of two or more such individuals

ii who are, as determined in accordance with regulations

12 of the Secretary, members of the same household, the

13 sum of such totals used for such month after March

14 1971 shall exceed such total for March 1971 by the sum

15 of $10 plus $5 for each such individual in excess of one

16 except that, in the case of any such State plan which

17 provides for meeting a fixed percentage of unmet needs as so

18 determined, the Secretary shall prescribe the method o

19 methods for achieving as much as possible the results pro.

20 vided for under the preceding provisions of this section."

21 UNIFORM DEFINITIONS OF DISABILITY UNDER TITLES

22 xiv AND XVI

23 SEc. 503. (a) (1) Title XIV of the Social Security Act

24 is amended by striking out the term "permanently and

25 totally disabled" wherever it appears in such title and insert-

26 ing in lieu thereof "disabled".



410

1 (2) Section 1405 of such Act is amended by—

2 (A) striking out, in the caption, "Definition", and

3 inserting "Definitions";

4 (B) striking out "Sec. 1405." and inserting "Sec.

5 1405. (a)"; and

6 (0) inserting after such subsection (a) the follow-

7 ing new subsection:

8 "(b) For purposes of this titlean individual is 'dis-
9 abled' only if he is under a disability. The term 'disability'

10 means inability to engage in any substantial gainful activity

by reason of any medically determinable physical or mental
12 impairment which can be expected to result in death or which
13 has lasted or can be expected to last for a continuous period

14 of not less than 12 months. An individual shall be determined
15 to be under a disability only if his physical or mental impair-
16 ment or impairments are of such severity that he is not only
17 unable to do his previous work but cannot, considering his
18 age, education, and work experience, engage in any other
19 kind of substantial gainful work exists in the national econ-
20 omy, regardless of whether such work exists in the immediate
21 area in which he lives, or uhet her a specific job vacancy
22 exists for him, or whether he would be hired if he applied
23 for work. For purposes of the preceding sentence (with re-
24

spect to any individual), 'work which exists in the national
25

economy' means work which exists in significant numbers
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1 either in the region where such individual lives or in, several

2 regions of the country."

3 (b) (1) Title XVI of such Act is amended by striking

4 out the term "permanently and totally disabled" wherever

5 it appears in such title and inserting in lieu thereof "dis-

6 abled".

7 (2) Section 1605 of such Act is amended by adding at

8 the end thereof the following new subsection:

9 "(c) For purposes of this title an individual is 'dis-

10 abled' only if he is under a disability. The term 'disability'

means inability to engage in any substantial gainful activity

12 by reason of any medically determinable physical or mental

13 impairment which can be expected to result in death or which

14 has lasted or can be expected to last for a continuous period

15 of not less than 12 months. An individual shall be determined

16 to be under a disability only if his physical or mental impair-

17 ment or impairments are of such severity that he is not only

18 unable to do his previous work but cannot, considering his

19 age, education, and work experience, engage in any other

20 kind of substantial gainful work exists in the national econ-

21 omy, regardless of whether such work exists in the immediate

22 area in which he lives, or whether a specific job vacancy

23 exists for him, or whether he would be hired if he applied

24 for work. For purposes of the preceding sentence (with re-

25 spect to any individual), 'work which exists in the national
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1 economy' mean& work which exists in significant numbers

2 either in the region where such individual lives or in several

3 regions of the country."

4 (c) (1) No State plan for aid to the disabled shall be

5 regarded as having failed to comply with the requirements of

6 title XIV of the Social Security Act by reason of the fact that

7 such plan provides aid to individuals who do not meet the

8 definition of "disabled" (as contained in section 1405(b) of

9 such Act) if such individuals are individuals who—

10 (A) were receiving aid under such plan for the

11 month before the month in which the term "disabled" (as

12 contained in such section 1405(b)) is first put into effect

13 in the administration of such plan; and

1.4 (B) would be regarded as disabled, for purposes of

15 the administration of such plan, if the term "disabled"

16 (as contained in such section 1405(b)) had not been put

17 into effect in the administration of such plan.

18 (2) No State plan for aid to the aged, blind, or disabled

19 shall be regarded as having failed to comply with the require-

20 ments of title XVI of the Social Security Act by reason of

21 the fact that such plan provides aid to individuals who do not

22 meet the definition of "disabled" (as contained in section 1605

23 (c) of such Act) if such individuals are individuals who—

24 (A) were receiving aid under such plan for the
25 month before the month in which the term "disabled" (as
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1 contained in such section 1605(c)) is first put into effect

2 in the administration of such plan; and

3 (B) would be regarded as disabled, for purposes of

4 the administration of such plan, if the term "disabled" (as

5 contained in such section 1605(c)) had not been put

6 into effect in the administration of such plan.

7 (d) (1) Sections 1121 (a). 1901, 1902(a) (17) (D),

8 and 1902 (a) (18) of the Social Security Act are amended

9 by striking out "permanently and totally disabled" wherever

10 it appears and inserting in lieu thereof "disabled".

11 (2) Section 1905(a) (v) of such Act is amended by

12 striking out "permanently and totally disabled" and inserting

13 in lieu thereof "disabled (as defined in section 1405(b))".

14 (e) The amendments made by this section shall take

15 effect April 1, 1971.

16 UNIFORM DEFINITiONS OF BLiNDNESS UNDER TITLES

17 X AND XVI

18 Sec. 504. (a) Section 1006 of the Social Security Act

19 is amended (1) by inserting "(a)" immediately after "SEC.

20 1006.", and (2) by adding at the end thereof the follow-

21 ing new subsection:

22 "(b) (1) For purposes of this title, an individual shall

23 be considered to be blind only if he suffers from blindness

24 (as defined in paragraph (2)).

25 "(2) The term 'blindness' means central visual acuity
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1 of 20/200 or less in the better eye, with the use of correcting

2 lens. An eye which is accompanied by a limitation in the

3 fields of vision such that the widest diameter of the visual

4 field subtends an angle no greater than 20 degrees shall be

5 considered for purposes of this paragraph as having a central

6 visual acuity of 20/200 or less."

7 (b) Section 1605 of such Act (as amended by section

8 503(b) of this Act) is further amended by adding at the

9 end thereof the following new subsection:

10 "(d) (1) For purposes of this title, an individual shall

11 be considered to be blind only if he suffers from blindness

12 (as defined in paragraph (2)).

13 "(2) The term 'blindness' means central visual acuity of

14 20/200 or less in the better eye, with the use of correcting

15 lens. An eye which is accompanied by a limitation in the

16 fields of vision such that the widest diameter of the visual

17 field subtends an angle no greater than 20 degrees shall be

18 considered for purposes of this paragraph as having a central

19 visual acuity of 20/200 or less."

20 (c) (1) No State plan for aid to the blind shall be re-

21 garded as having failed to comply with the requirements of

22 title X of the Social Security Act by reason of the fact that

23 such plan provides aid to individuals who do not meet the

24 definition of blindness (as contained in section 1006(b) of

25 such Act) if such individuals are individuals who—
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1 (A) were receiving aid under such plan for the

2 month before the month in which the terra blindness (as

3 contained in such section 1006(b)) is first put into effect

4 in the administration of such plan; and

5 (B) would be regarded as blind, for purposes of the

6 administration of such plan, if the term blindness (as

7 contained in such section 1006(b)) had not been put

8 into effect in the administration of such plan.

9 (2) No State plan for aid to the aged, blind, or disabled

10 shall be regarded as having failed to comply with the require-

11 ments of title XVI of the Social Security Act by reason of

12 the fact that such plan provides aid to individuals who do

13 not meet the definition of blindness (as contained in section

14 1605(d) of such Act) if such individuals are individuals

15 who—

16 (A) were receiving aid. under such plan for the

17 month before the month in which the term blindness (as

18 contained in such section 1605(d)) is first put into effect

19 in the administration of such plan; and

20 (B) would be regarded as blind, for purposes of the

21 administraticn of such plan, if the term blindness (as

22 contained in such section 1605(d)) had not been put into

23 effect in the administration of such plan.

24 (d) The amendments made by this section shall take effect

25 April 1, 1971.
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1 PROHIBITION AGAINST IMPOSING LIENS ON PROPERTY

2 OF THE BLIND

3 SEc. 505. (a) Section 1002 (a) of the Social Security

4 Act is amended by striking out "and" at the end of clause

5 (12), and by inserting before the period at the end thereof

6 the following: ", and (14) provide that no individual claim-

7 ing aid to the blind shall be required as a condition of such

8 aid to subject any property to a lien or to transfer to the

9 State or to any of its political subdivisions title to or any

10 interest in any property, and that no person shall be required

to reimburse the State or any of its political subdivisions for

12 any aid lawfully received by a blind individual under the

13 State plan."

14 (b) Section 1602(a) of the Social Security Act is

15 amended by striking out "and" at the end of paragraph

16 (16), by striking out the period at the end of paragraph

17 (17) and inserting in lieu thereof "; and", and by adding

18 immediately after paragraph (17) the following new

19 paragraph:

20 "(18) provide that no blind individual claiming aid

21 or assistance under the plan shall be required as a con-

22 dition thereof to subject any property to a lien or to
23 transfer to the State or to any of its political subdivi-
24 sions title to or any interest in any property, and that no
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1 person shall be required to reimburse the State or any of

2 its political subdivisions for any aid or assistance law-

fully received by a blind individual under the State

plan."

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

6 tive April 1, 1971.

7 FLSCAL RELIEF FOR STATES

8 SEC. 506. Title XI of the Social Security Act is

9 amended by adding after section 1126 (as added by section

10 502 of this Act) the following new section:

11 "FISCAL RELIEF FOR STATES

12 "SEC. 1127. (a) The Secretary shall paj to any State

13 (other than the Commonwealth of Puerto Rico, Guam, or

14 the Virgin Islands) which has a State plan approved under

15 title I, X, XIV, or XVI of the Social Security Act, for each

16 quarter beginning after March 1971, in addition to the

17 amounts otherwise payable to such State under such title, an

18 amount equal to the excess if any of—

19 "(1) the non-Federal share of (A) the expendi-

20 tures, under the State plan approved under such title, as

21 cash assistance which would be made under such plan

22 as in effect for December 1970, and (B) so much of the

23 rest of such expenditures made under such plan as are

24 required (as determined by the Secretary) by reason of

H.E. 17550 14
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1 the amendments made by the Social Security Amend-

2 ments of 1970, over

3 "(2) 90 per centum of the non-Federal share of the

4 total average quarterly expenditures, under such plan, as

5 cash assistance during the 4-quarter period ending

6 December 31, 1970.

7 "(b) For purposes of subsection (a), the non-Federal

8 share of expenditures for any quarter under a State plan

9 approved under title I, X, XIV, or XVI of the Social

10 Security Act as cash assistance, referred to in subsection

11 (a) (1), means the difference between (A) the total expendi-

12 tures for such quarter under such plan as, respectively, old-

13 age assistance, aid to the blind, aid to the disabled, and aid

14 to the aged, blind, or disabled, and (B) the amounts deter-

15 mined for such quarter for such State with rsepect to such

16 expenditures under, respectively, sections 3, 1003, 1403, and

17 1603 of such Act and (in the case of the plan approved

18 under title I or X) under section 9 of the Act of April 19,

19 1950.".

20 FEDERAL CHILD CARE CORPORATION

21 SEC. 510. (a) This section may be cited as the "Federal

22 Child Care Corporation Act".

23 (b) The Social Security Act is anended by adding after

title XX the following new title:
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1 "TITLE XXI—FEDERAL CHILD CARE

2 CORPORATION

3 "FiNDINGS AND DECLARATION OF PURPOSE

4 "SEC. 2101. (a) The Congress finds and declares that—

5 "(1) the present lack of adequate child care serv-

6 ices is detrimental to the welfare of families and children

7 in that it limits opportunities of parents for employment

8 or self-improvement, and often results in inadequate care

9 arrangements for children whose parents are unable to

10 find appropriate care for them;

11 "(2) low income families and dependent families

12 are severely handicapped in their efforts to attain or

13 maintain economic independence by the unavailability

14 of adequate child care services;

15 "(3) many other families, especially those in which

16 the mother is employed, have need for child care serv-

17 ices, either on a regular basis or from time to time; and

18 "(4) there is presently no agency or organization,

19 public or private, which can assume the responsibility

20 of meeting the Nation's needs for adequate child care

21 services.

22 "(b) It is therefore the purpose of this title to promote

23 the availability of adequate child care services throughout

24 the Nation by. providing for the establishment of a Federal
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1 Child Care Corporation which shall have the responsibility

2 and authority to meet the Nation's needs for adequate child

3 care services, and which, in meeting such needs, will give

4 special consideration to the needs for such services by fami-

5 lies in which the mother is employed or preparing for em-

6 plo yment, and will promote the well-being of all children by

7 assuring that the child care services provided will be appro-

8 priate to the particular needs of the individuals receiving

9 such services.

10 "ESTABLISHMENT AND ORGANIZATION OF CORPORATION

11 "SEC. 2102. (a) In order to carry out the purposes of

12 this title, there is hereby created a body corporate to be

13 known as the Federal Child Care Corporation (hereinafter

14 in this title referred to as the 'Corporation')

15 "(b) (1) The powers and duties of the Corporation

16 shall be vested in a Board of Directors (hereinafter in this

17 title referred to as the 'Board').

18 "(2) The Board shall consist of three members, to be

19 appointed by the President, by and with the advice and con-

20 sent of the Senate. One member of the Board shall, at the

21 time of his appointment, be designated by the President as

22 Chairman of the Board.

23 "(3) Not more than two members of the Board shall be

24 members of the same political party.

25 "(4) Each member of the Board shall hold office for a
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1 term of three years, except that any member appointed to fill

2 a vacancy which occurs prior to the expiration of the term

3 for whieh his predecessor was appointed shall be appointed

4 for the remainder of such term, and except that the terms of

5 office of the members first taking office shall expire, as des-

6 ignated by the President at the time of appointment, one on

7 June 30, 1972, one on June 30, 1973, and one on June 30,

8 1974.

9 "(c) Vacancies in the Board shall not impair the powers

10 of the remaining members of the Board to exercise the powers

11 vested in, and carry out the duties imposed upon the Cor-

12 poration.

13 "(d) Each member of the Board shall, during his tenure

14 in office, devote himself to the work of the Corporation and

15 shall not during such tenure, engage in any other business

16 or employment.

17 "(e)(1) The Board shall have the power to appoint

18 (in accordance with the provisions of title 5, United States

19 Code, governing appointments in the competitive service)

20 and fix the compensation (in accordance with the provisions

21 of chapter 51 and subchapter III of chapter 53 of such title,

22 relating to classification and General Schedule pay rates)

23 such personnel as it deems necessary to enable the Corpora-

24 tion to carry out it functions under this title.

25 "(2) The Board is authorized to obtain the services of
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1 experts and consultants on a temporary or intermittent basis

2 in accordance with the provisions of section 3109 of title

3 5, United States Code, but at rates for individuals not to

4 exceed the per diem equivalent of the rate authorized for

5 GS—18 by section 5332 of such title.

6 "DUTIES OF CORPORATION

7 "SEC. 2103. (a) It shall be the duty and function of the

8 Corporation to meet, to the maximum extent economically

9 feasible, the needs of the Nation for child care services.

10 "(b) (1) In carrying out such duty and function, the

11 Corporation shall, through utilization of existing facilities for

12 child care and otherwise, provide (or arrange for the provi-

13 sion of) child care services in the various communities of

14 each State. Such child care services shall include the various

15 types of care included in the term 'child care services' (as

16 defined in section 2118(b)) to the extent that the needs of

17 the various communities may require.

18 "(2) The Corporation shall charge and collect a reason-

19 able fee for the child care services provided by it (whether

20 directly or through arrangements with others). The fee so

21 charged for any particular type of child care services pro-

22 vided in any facility skall be uniform for all children receiving

23 such types of services in such facility. Any such fee so

24 charged may be paid in whole or in part by any person
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1 (including any public agency) which agrees to pay such

2 fee or a part thereof.

3 "(3) The Corporation shall not enter into any arrange-

4 ment with any person under which the facilities or services

5 of such person will be utilized by the Corporation to provide

6 child care services unless such person dyrees to accept pay-

7 ment of all or any part of the fee imposed for such services

8 from any public agency which shall agree to pay such fee

9 or a part thereof from Federal funds.

10 "(c) In providing child care services in the various

11 communities of the Nation, the Corporation shall accord first

12 priority to the needs for child care services of families on

13 behalf of whom child care services will be paid in whole or in

14 part from funds appropriated to carry owt title IV and who

15 are in need of such services 'to enable a member thereof to

16 accept or continue in employment or participate in training

17 to prepare such member for employment.

18 "STANDARDS FOR CHILD CARE

19 "SEC. 2104. (a) The Corporation shall not provide or

20 arrange for the provision of child care of any type or in any

21 facility unless the applicable requirements set forth in the

22 succeeding provisions of this section are met with respect to

23 such care and the facility in which such care is offered.

24 "(b) (1) The ratio of the number of children receiving



424

1 child care to the number of qualified staff members providing

2 such care shall not normally be greater than—

3 "(A) eight to one, in case such care is provided in

4 a home child care facility; or

5 "(B) ten to one, in case such care is provided in a

6 day nursery facility, nursery school, child development

7 center, play group facility, or preschool child care center.

8 "(2) In the case of any facility (other than a facility

9 to which paragraph (1) is applicable) the ratio of the num-

10 ber of children receiving child care therein to the number

11 of qualified staff members providing such care shall not be

12 greater than such ratio as the Board may determine to be ap-

13 propri ate to the type of child care provided and the age of

14 the children involved, except that such ratio shall not be

15 greater than twenty-five to one.

16 "(3) As used in this subsection, the term 'qualified staff

17 member' means an individual who has received training in,

18 or demonstrated ability in, the care of children.

19 "(c) (1) Any facility in which the Corporation provides

20 child care (whether directly or through arrangements with

21 others) must—

22 "(A) meet such provisions of the Life Safety Code

23 of the National Fire Protection Association (twenty-first

24 edition, 1967) as are applicable to the type of facility;

25 except that the Corporation may waive for such
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1 periods as it deems appropriate, specific provisions of

2 such code which, if rigidly applied, wo'itld result in un-

3 reasonable hardship upon the facility, but only if the (Jor-

4 poration makes a determination (and keeps a written

5 record setting forth the basis of such determination) that

6 such waiver will not adversely affect the health and

7 safety of th€ children receiving care in such facility;

8 "(B) contain (or have available to it for use) ade-

9 quate indoor and outdoor space for children for the num-

10 ber and ages of the children served by such facility; and

11 must have separate rooms or areas for cooking, toilets,

12 and other purposes;

13 "(C) have floors and walls of a type which can be

14 thoroughly cleaned and maintained and which contain or

15 are covered with no substance which is hazardous to the

16 health or clothing of children;

17 "(D) have such ventilation and temperature con-

18 trol facilities as may be necessary to assure the safety

19 and comfort of each child receiving care therein;

20 "(E) provide safe and comfortable facilities for

21 naps for young children receiving care therein;

22 "(F) provide special accommodations, for children

23 who become ill, which are designed to provide rest and

24 quiet for ill children while protecting ot4er children from

25 the risk of infection or contagion; and
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1 "(G) make available to children receiving care

2 therein such toys, games, books, equipment, and other

3 material as are appropriate to the type of facility in-

4 volved and the ages of the children receiving care

5 therein.

6 "(2) The Board, in determining whether any particu-

7 lar facility meets minimum requirements imposed by para-

8 graph (1) of this subsection, shall evaluate such facility

9 separately and shall make a determination with respect to

10 such facility after taking into account the location and type

11 of care provided by such facility as well as the age group

12 served by it.

13 "(d) The Corporation shall not provide (directly or

14 through arrangements with other persons) child care in a
15 child care facility or home child care facility unless—

16 "(1) such facility requires that, in order to receive

17 child care provided by such facility, a child must have

18 been determined by a physician (after a physical ex-

19 amination) to be in good health and must have been

20 immunized against such diseases and within such prior
21 period as the Board may prescribe in order adequately

22 to protect the children receiving care in such facility
23 from communicable disease (except that no child seeking

24 to enter or receiving care in such a facility shall be re-
25 quired to undergo any medical examinatiin, immuniza-
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1 tion, or physical evaluation or treatment) (except to the

2 extent necessary to protect the public from epidemics of

3 contagious diseases) (if his parent or guardian objects

4 thereto in writing on religious grounds);

5 "(2) such facility provides for the daily evaluation

6 of each child receiving care therein for indications of

7 illness;

8 "(3) such facility provides adequate and nutri-

9 tious (though not necessarily hot) meals and snacks,

10 which are prepared in a safe and sanitary manner;

11 "(4) such facility has in effect procedures de-

12 signed to assure that each staff member thereof is fully

13 advised of the hazards to children of infection and acci-

14 dents and is instructed with respect to measures de-

15 signed to avoid or reduce the incidence or severity of

16 such hazards;

17 "(5) such facility has in effect procedures under

18 whioh the staff members of such facility (including

19 voluntary and part-time staff members) are required

20 to undergo periodic assessments of their physical and

21 mental competence to provide child care (except, that any

22 rules or regulations involving medical examination, im-

23 munizaion, or physical evaluation of staff members of

24 such facility shall include appropriate exemptions, with

25 due consideration to the protection of the public from
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1 epidemics of contagious diseases, for those who object

2 thereto on religious grounds);

3 "(6) such facility keeps and maintains adequate

4 health records on each child receiving care in such fa-

5 cility and on each staff member (including any volun-

6 tary or part-time staff member) of such facility who has

7 contact with children receiving care in such facility;

8 and

9 "(7) such facility has in effect, for the children re-

10 ceiving child care services provided by such facility, a

11 program under which emergency medical care or first

12 aid will be provided to any such child who sustains in-

13 jury or becomes ill while receiving such services from

14 such facility, the parent of such child (or other proper

15 person) will be promptly notified of such injury or ill-

16 ness, and other children receiving such services in such

17 facility will be adequately protected from contagious

18 disease.

19 "PHYSICAL STRUCTURE AND LOCATION OF CHILD CARE

20 FAOILITIES

21 "SEC. 2105. (a) There may be utilized, to provide child

22 care authorized by this title, new buildings especially con-

23 structed as child care facilities, as well as existing buildings
24 which ar appropriate for such purpose (including, but not
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1 limited to, schools, churches, social centers, apartment

2 houses, public housing units, office buildings, and factories).

"(b) The Board, in selecting the location of any facility

4 to provide child care under this title, shall, to the maximum

5 extent feasible, approve only a site which—

6 "(1) is conveniently accessible to the children to be

7 served by such facility, in terms of distance from the

8 homes of such children as well as the length of travel

9 time (on the part of such children and their parents)

10 involved;

11 "(2) is sufficiently accessible from the place of em-

12 ployment of the parents of such children so as to enable

13 such parents to participate in such programs, if any, as

14 are offered to parents by such facility; and

15 "(3) is conveniently accessible to other facilities,

16 programs, or re&urccs which are related to, or bene-

17 ficial in, the development of the children of the age

18 group served by such facility.

19 "EXCLUSIVENESS OF FEDERAL STANDARDS

20 "SEC. 2106. Any facility in which child care services

21 are provided by the Corporation (whether directly or

22 throwgh arrangements with other persons) shall not be

23 subject to any licensing or similar requiremenl$ imposed by

24 any State (or political subdivision thereof), and shall nOt
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1 lie subject to any health, fire, safety, sanitary, or other re-

2 quirements imposed by any State (or political subdivision

3 thereof) with respect to facilities providing child care.

4 "GENERAL POWERS OF COEPORATION

5 "S.c. 2107. (a) The Corporation shall have power—

6 "(1) to adopt, alter, and use a corporate seal, which

7 shall be judicially noticed;

8 "(2) to adopt, amend, and repeal bylaws designed

9 to enable it to carry out the duties and functions im.'-

10 posed on it by this title;

11 "(3) in its corporate name, to sue and be sued,

12 and to complain and to defend, in any court of corn-

13 petent jurisdiction (State or Federal), but no attach-

14 ment, injunction, or similar process, mesne or final, shall

15 be issued against the property of the Corporation or

16 against the Corporation with respect to its property;

17 "(4) to conduct its business in any State of the

18 United States and in the District of Columbia, the

19 Commonwealth of Puerto Rico, the Virgin Islands, and

20 Guam;

21 "(5) to enter into and perform contracts, leases,

22 cooperative agreements, or other transactions, on such

23 terms as it may deem appropriate, with (i) any agency

24 or instrumentality of the United States, (ii) any State,

25 the District of Columbia, the Commonwealth of Puerto
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1 Rico, the Virgin Islands, or Guam (for any agency,

2 instrumentality, or political subdivision thereof), or (iii)

3 any person or agency;

4 (6) to execute, in accordance with its bylaws, all

5 instruments necessary or appropriate to the exercise

6 of its powers;

7 "(7) to acquire (by purchase, gift, devise, lease,

8 or sublease), and to accept jurisdiction over and to hold

9 and own, and dispose of by sale, lease, or sublease, real

10 or personal property, including but not limited to a

11 facility for child care, or any interest therein for its

12 corporate purposes;

13 "(8) to accept gifts or donations of services, or

14 of property (whether real, personal, or mixed or

15 whether tangible or intangible), in aid of any of the

16 purposes of this title;

17 "(9) to operate, manage, superintend, and control

18 any facility for child care under its jurisdiction and

19 to repair, maintain, and otherwise keep up any such

20 facility; and to establish and collect fees, rentals, or

21 other charges for the use of such facility or the receipt

22 of child care services provided therein;

23 "(10) to provide child care services for the pub-

24 lie directly or by agreement or lease with any person,

25 agency, or organization, through and in the facilities
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1 for child care of the Corporation and to make rules and

2 regulations concerning the handling of referrals and

3 applications for the admission of children to receive such

4 services; and to establish and collect fees and other

5 charges, including reimbursement allowances, for the

6 provision of child care services;

7 "(11) to provide advice and technical assistance

8 to persons desiring to enter into an arrangement with

9 the Corporation for the provision of child care services

10 to assist them in developing their capabilities to pro-

vide such services under such an arrangement;
12 "(12) to prepare, or cause to be prepared, plans,

13 specifications, designs, and estimates of costs for the
14 construction and equipment of facilities for child care

15 services in which the Corporation provides child care

16 directly;

17 "(13) to construct and equip, or by contract cause

18 to be constructed and equipped, facilites (other than
19 home child care facilities) for child care services;

20 "(14) to invest any funds held in reserves or sink-
21 ing funds, or any funds not required for immediate use

22 or disbursement, at the discretion of the Board, in obliga-
23 tions of the United States or obligations the principal
24 and interest on which are guaranteed by the United
25

States;

26 "(15) to procure insurance, or obtain indemnifica-



433

1 twn, against any loss in connection with the assets of

2 the Corporation or any liability in connection with the

3 activities of the Corporation, such insurance or indem-

4 nification to be procured or obtained in such amounts,

5 and from such sources, as the Board deems to be

6 appropriate;

7 "(16) to cooperate with any organization, public

8 or private, the objectives of which are similar to the

9 purposes of this title; and

10 "(17) to do any and all things necessary, conven-

ient, or desirable to carry out the purposes of this title,

12 and for the exercise of the powers conferred upon the

13 Corporation in this title.

14 "(b) Funds of the Corporation shall not be invested

15 in any obligation or security other than obligations of the

16 United States or obligations the principal and interest on

17 which are guaranteed by the United States; and any obliga-

18 tions or securities (other than obligations of the United

19 States or obligations the principal and interest on. which

20 are guaranteed by the United States) acquired by the Cor-

21 poration by way of gift or otherwise shall be sold at the

22 earliest practicable date after they are so acquired.

23 "REvOLVING FUND

24 "SEc. 2108. (a) There is hereby established in the

25 Treasury a revolving fund to be known as the 'Federal Child
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1 Care Corporation Fund" (hereinafter in thi$ title referred to

2 as the 'fund'), which shall be available to the Corporation

3 without fiscal year limitation to carry out the purposes, func-

4 tions, and powers of the Corporation under thie title.

5 "(b) There shall be deposited in the fund—

6 "(1) funds loaned to the Corporation by the Treas-

7 ury pursuant to subsection (d); and

8 "(2) the proceeds of all fees, rental$, charges, inter-

9 est, or other receipts (including gifts) received by the

10 Corporation.

11 "(c) Except for expenditures from the Federal child

12 care corporation capital fund (established by section 2109

13 (d)) and expenditures from appropriated funds, all expenses

14 of the Corporation (including salaries and other personnel

15 expenses) shall be paid from the fund.

16 "(d) The Secretary of the Treasury shall, from time to

17 time, in accordance with requests submitted to him by the

18 Board, deposit, as a loan to the Corporation, in the fund such

19 amounts (the aggregate of which shall not exceed $50,000,-

20 000). Beginning with the fiscal year ending June 30,
21 1975, the principal on such loan shall be repaid by the Cor-

22 poration in annual installments of $2,000,000. The Cor
23 poration shall pay interest on any moneys so deposited in the

fund for periods, uring any fiscal year, t at such moneys
25 have been in such fund. Interest on such moneys for any
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i fiscal year shall be paid on July 1 following the close of such

2 fiscal year and shall be paid at a rate equal to the average

3 rate of interest paid by the Treasury on long-term obligations

4 during such fiscal year.

5 "(e) If the Corporation determines that the moneys in

6 the fund are in excess of current needs, it may invest such

7 amounts therefrom as it deems advisable in obligations of the

8 United States or obligations the payment of principal and

9 interest of which is guaranteed by the United States.

10 "REVENUE BONDS OF CORPORATION

11 "SEC. 2109. (a) The Corporation is authorized (after

12 consultation with the Secretary of the Treasury) to issue and

13 sell bonds, notes, and other evidences of indebtedness (here-

14 inafter in this section ollectively referred to as 'bonds')

15 whenever the Board determines that the proceeds of such

16 bonds are necessary, together with other moneys available

17 to the Corporation from the Federal Child (fare Corporation

18 Fund, to provide funds sufficient to enable the Corporation to

19 carry out its purposes and functions under this title with

20 respect to the acquisition, planning, construction, remodeling,

21 renovation of facilities for child care or sites for such facili-

22 ties; except that (1) no such bonds shall be sold prior to

23 Juty 1, 1973, (2) not more than $50,000,000 of such bonds

24 shall be issued and sold during any fiscal year, and (3) the
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1 outstanding balance of all bonds so issued and sold shall not at

2 any one time exceed $250,000,000.

3 "(b) Any such bonds may be secured by assets of the

4 Corporation, including, but not limited to, fees, rentals, or

5 other charges which the Corporation receives for the use of

6 any facility for child care which the Corporation owns or in

7 which the Corporation has an interest. Any such bonds are

8 not, and shall not for any purpose be regarded as, obligations

9 of the United States.

10 "(c) Any such bonds shall bear such rate of interest,

11 have such dates of maturity, be in such denominations, be in

12 such form, carry such registration privileges, be executed in

13 such manner, be payable on such terms, conditions and at

14 such place or places, and be subject to such other terms and

15 conditions, as the Board may prescribe.

16 "(d) (1) There is hereby established in the Treasury

17 a fund to be known as the 'Federal Child Care Corporation

18 Capital Fund' (hereinafter in this title referred to as the

19 'Capital Fund'), which shall be available to the Corporation

20 without fiscal year limitation to carry out the purposes and

21 functions of the Corporation with respect to the acquisition,

22 planning, construction, remodeling, renovation, or initial

23 equipping of facilities for child care services, or sites for

24 such facilities.

25 "(2) The proceeds of any bonds issued and sold pur-
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1 suant to this section shall be deposited in the Capital Fund

2 and shall be available only for the purposes and functions

3 referred to in paragraph (1) of this subsection.

4 "CORPORATE OFFICES

5 "SEC. 2110. (a) The principal office of the Corpora-

6 tion shall be in the Distriet of Columbia. For purposes of

7 venue in civil actions, the Corporation shall be deemed to

8 be a resident of the District of Columbia.

9 "(b) The Corporation shall establish offices in such

10 areas as it deems necessary to carry out its duties as set forth

11 in. section 2103.

12 "TAXATION

13 "SEC. 2111. The Corporation, its property, assets, and

14 income shall be exempt from taxation in any manner or

15 form by the United States, a State (or political subdivision

16 thereof).

17 "REPORTS TO CONGRESS

18 "SEC. 2112. The CorVoration shall not later than Janu-

19 ary 30 following the close of the second session of each Con-

20 •qress (commencing with January 30, 1973), submit to

21 the Congress a written report on its activities during the

22 period ending with the close of the session of Congress last

23 preceding the submission of the report and beginning, in the

24 case of the first such report so submitted, with the date of

25 enactment of this title, and in the case of any such report
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1 thereafter, with the day after the last day covered by the

2 last preceding report so submitted. As a separate part of any

3 such report, there shall be included such data and informa-

4 tion as may be required fully to apprise the Congress of the

5 actions which the Corporation has taken to improve the

6 quality of child care services, together with a statement

7 regarding the future plans (if any) of the Corporation to

8 improve the quality of such services.

9 "APPLICABILITY OF OTHER LAWS

10 "SEc. 2113. (a) Except as otherwise provided by this

11 title, the Corporation, as a wholly owned Government cor-

12 poration, shall be subject to the Government Corporation

13 Control Act (31 U.S.C. 841—871).

14 "(b) The provisions of section 3648 of the Revised

15 Statutes, as amended (31 U.S.C. 529), relating to ad-

16 vances of public moneys and certain other payments, shall

17 not be applicable to the Corporation.

18 "(c) The provisions of section 3709 of the Revised

19 Statutes, as amended (41 U.S.C. 5), or other provisions of

20 law relating to competitive bidding, shall not be applicable

21 to the Corporation.

22 "(d) Except as otherwise provided in this title, all

23 Federal laws dealing generally with agencies of the United

24 States shall be deemed to be applicable to th€ Corporation,

25 and all laws dealing generally with officers and employees
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1 of the United States shall be deemed to be applicable to

2 officers and employees of the Corporation.

3 "(e) The provisions of the Public Buildings Act of 1959

4 (40 U.S.C. 601—615) shall not apply to the acquisition, con-

5 struction, remodeling, renovation, alteration, or repair of

6 any building of the Corporation or to the acquisition of any

7 site for any such building.

8 "(f) All general Federal penal statutes relating to the

9 larceny, embezzlement, conversion, or to the improper

10 handling, retention, use, or disposal of moneys or property

11 of the United States shall apply to the moneys and property

12 of the Corporation.

13 "COLLECTION AND PUBLICATION OF STATISTICAL DATA

14 "SEC. 2114. The Corporation shall collect, classify, and

15 publish, on a monthly and annual basis, statistical &zta relat-

16 ing to its operations and child care provided (directly or in-

17 directly) by the Corporation together with such other data

18 as may be relevant to the purposes and functions of the

19 Corporation.

20 "RESEARCH AND TRAINING

21 "SEC. 2115. (a) The Secretary, in the administration of

22 section 426, shall consult with and cooperate with the Cor-

23 poration with a view to providing for the conduct of research

.24 and training which will be applicable to child care services.

25 "(b) The Secretary of Labor, in the administration of
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1 part C of title IV, shall consult with and cooperate with the

2 Corporation with a view to providing for the conduct of

3 training which will be applicable to child care services.

4 "(c) The Corporation shall have the authority to con-

5 duct directly or by way of contract programs of in-service

6 training in day care services.

"NATIONAL ADVISORY COUNCIL ON CHILD CARE

8 "SEC. 2116. (a) (1) For the purpose of providing ad-

9 vice and recommendations for the consideration of the Board

10 in matters of general policy in carrying out the purposes and

11 functions of the Corporation, and with respect to improve-

12 n'tents in the administration by the Corporation of its pur-

13 poses and functixns, there is hereby created a National Ad-

14 visory Council on Child Care (hereinafter in this section

15 referred to as the 'Council').

16 "(2) The Council shall be composed of the Secretary

17 of Health, Education, and Welfare, the Secretary of Labor,

18 the Secretary of Housing and Urban Development, and

19 twelve individuals, who shall be appointed by the Board

20 (without regard to the provisions of title 5, United States

21 Code, governing appointments in the competitive service),

22 and who are not otherwise in the employ of the United

23 States.

24 "(3) Of the appointed members of the Council, not
25 more than three shall be selected from individuals who are
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1 representatives of social workers or child welfare workers or

2 are from the field of education, and the remaining appointed

3 members shall be selected from individuals who are repre-

4 sent atives of consumers of child care (but not including

5 more than one individual who is either a recipient of public

6 assistance or a representative of any organization which is

7 composed of or represents recipients of such assistance).

8 "(b) Each appointed member of the Council shall hold

9 office for a term of 3 years, except that any member ap-

10 pointed to fill a vacancy occurring prior to the expiration of

11 the term for which his successor was appointed shall be

12 appointed for the remainder of such term, and except that

13 the terms of office of the appointed members first taking

14 office shall expire, as designated by the Board at the time of

15 appointment, four on June 30, 1972, four on June 30, 1973,

16 and four on June 30, 1974.

17 "(c) The Council is authorized to engage such technical

18 assistance as may be required to carry out its functions,

19 and the Board shall, in addition, make available to the

20 Council such secretarial, clerical, and other assistance and

21 such pertinent data prepared by the Corporation as the

22 Council may require to carry out its functions.

23 "(d) Appointed members of the Council shall, while

24 serving on the business of the Council, be entitled to receive

25 compensation at the rate of $100 per day, including travel-
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1 time; and while so serving away from their homes or regular

2 places of business, they shall be allowed travel expenses,

3 including per diem in lieu of subsistence, as authorized by

4 section 5703 of title 5, United States Code, for persons in

5 the Government service employed intermittently.

6 "(e) There are hereby authorized to be appropriated for

7 each fiscal year such sums as may be necessary to carry out

8 the provisions of this section.

9 "COOPERATION WITH OTHER AGENCIES

10 "SEc. 2117. (a) The Corporation is authorized to enter

11 into agreements with public and other nonprofit agencies

12 or organizations whereby children receiving child care pro-

13 vided by the Corporation (whether directly or through

14 arrangements with other persons) will be provided other

15 services conducive to their health, education, recreation, or

16 development.

17 "(b) Any such agreement with any such agency or

18 organization shall provide that such agency or organization

19 shall pay the Corporation in advance or by way of reimburse-

20 ment, for any expenses incurred by it in providing any

21 services pursuant to such agreement.

22 "DEFINITIONS

23 "SEC. 2118. For purposes of this title—

24 "(a) The term 'Corporation' means the Federal Child

25 Care Corporation established pursuan..t to section 2102.
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1 "(b) The term 'child care services' means the provision,

2 by. the person undertaking to care for any child, of such

3 personal care, protection, and supervision of each child re-

4 ceiving such care as may be required to meet the child care

5 needs of such child, including services provided by—

6 "(1) a child care facility;

7 "(2) a home child care facility;

8 "(3) a temporary child facility;

9 "(4) an individual as a provider of at-home child

10 care;

11 "(5) a night care facility; or

12 "(6) a boarding facility.

13 "(c) The term 'child care facility' means any of the fol-

14 lowing facilities:

15 "(1) day nursery facility;

16 "(2) nursery school;

17 "(3) kindergarten;

18 "(4) child development center;

19 "(5) play group facility;

20 "(6) preschool child care center;

21 "(7) school age child care center;

22 "(8) summer day care program facility;

23 but only if such facility offers child care services to not les.

24 than six children; and in the case of a kindergarten, nursery

25 school, or other daytime program, such facility is not a fa-
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1 cility which is operated &y a public school system, and the

2 services of which are generally available without charge

3 throughout a school district of such system;

4 "(d) The term 'home child care facility' means—

5 "(1) a family day care home;

6 "(2) a group day care home;

7 "(3) a family school day care home; or

8 "(4) a group school age day care home.

9 "(e) The term 'temporary child care facility' means—

10 "(1) a temporary child care home;

11 "(2) a temporary child care center; or

12 "(3) other facility (including a family home, or

13 extended or modified family home) which provides care,

14 on a temporary basis, to transient children.

15 "(f) The term 'at-home child care' means the provision,

16 to a child in his own home, of child care services, by an mdi-

17 vidual, who is not a member of such child's family or a rela-

18 tive of such child, while such child's parents are absent from

19 the home.

20 "(g) The term 'night care facility' means—

21 "(1) a night care home;

22 "(2) a night care center; or

23 "(3) other facility (including a family home, or

24 extended or modified home) which provides child care,

25 during the night, of children whose parents are absent
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1 from their home and who need supervision during sleep-

2 ing hours in order for their parents to be gainfully

3 employed.

"(h) The term 'boarding facility' means a facility (in-

5 eluding a boarding home, a boarding center, family home, or

6 extended or modified family home) which provides child

7 care for children on a twenty-four hour per day basis (except

8 for periods when the children are attending school) for

9 periods, in the case of any child, not longer than one month.

10 "(i) The term 'day nursery' means a facility which,

11 during not less than five days each week, provides child care

12 to children of preschool age.

13 "(j) The term 'nursery school' means a school which

14 accepts for enrollment therein only children between two

15 and six years of age, which is established and operated pri-

16 manly for educational purposes to meet the developmental

17 needs of the children enrolled therein.

18 "(k) The term 'kindergarten' means a facility which

19 accepts for enrollment therein only children between four and

20 six years of age, which is established and operated primarily

21 for educational purposes to meet the developmental needs of

22 the children enrolled therein.

23 "(1) The term 'child development center' means a

24 facility which accepts for enrollment therein only children

25 of preschool age, which is established and operated pri-
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1 manly for educational purposes to meet the developmental

2 needs of the children enrolled therein, and which provides

3 for the children enrolled therein care, services, or instruction

4 for not less than five days each week.

5 "(m) The term 'play group facility' means a facility

6 which accepts as members thereof children of preschool

7 age, which provides care or services to the members thereof

8 for not more than three hours in any day, and which is es-

9 tablished and operated primarily for recreational purposes.

10 "(n) The term 'preschool child care center' means a

11 facility which accepts for enrollment therein children of

12 preschool age, and which provides child care to children

13 enrolled therein on a full-day basis for at least five days

14 each week.

15 "(o) The term 'school age child care center' means a

16 facility which accepts for enrollment therein only children

17 of school age, and which provides child care for the children

18 enrolled therein during the portion of the day when they are

19 ,'wt attending school for at least five days each week.

20 "(p) The term 'summer day care program' means a

21 facility which provides child care for children during sum-

22 mer vacation periods, and which is established and operated

23 primarily for recreational purposes; but such term does not

24 include crny program which is operated by any public agency,
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1 if participation in such program is without charge and is yen-

2 erally available to residents of any political subdivision.

3 "(q) The term 'family day care home' means a family

home in which child care is provided, during the day, for

5 not more than eight children (including any children under

6 age fourteen who are members of the family living in such

7 home or who reside in such home on a full-time basis).

8 "(r) The term 'group day care home' means an ex-

9 tended or modified family residence which offers, during all

10 or part of the day, child care for not less than seven children

11 (not including any child or children who are mernberà of

12 the family, if any, offering such services).

13 "(s) The term 'family school age day care home' means

14 a family home which offers child care for not more than eight

15 children, all of school age, during portions of the day when

16 such children are not attending school.

17 "(t) The term 'group school age day care home' means

18 an extended or modified family residence which offers family-

19 like child care for not less than seven children (not counting

20 any child or children who are members of the family, if

21 any, offering such services) during portions of the day when

22 such children are not attending school.

23 "(u) The term 'temporary child care home' means

24 a family home which offers child care, on a temporary basis,
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1 for not more than eigh't children (including any children

2 under age fourteen who are members of the family, if any,

3 offering such care).

4 "(v) The term 'temporary child care center' means a

5 facility (other than a family home) which offers child care,

6 on a temporary basis, to not less than seven children.

7 "(w) The term 'nright care home' means a family home

8 which offers child care, during the night, for not more than

9 eight children (including any children under age fourteen

10 who are members of the family offering such care).

11 "('cc) The term 'boarding home' means a family home

12 which provides child care (including room and board) to

13 not more than six children (including any children under age

14 14 who are members of the family offering such care).

15 "(y) The term 'boarding center' means a summer camp

16 or other facility (other than a family home) whieh offers child

17 care (including room and board). to not less than seven

18 children."

19 (c) (1) Section 422(a) (1) of such Act is amended by

20 striking out subparagraph (C) thereof.

21 (2) Section 425 of such Act is amended by striking out

22 "or day-care" and by adding "other than those defined in
23 sec. 2118(c)" after "child-care facilities".

24 (3) The amendments made by this subsection shall take
25 effect July 1, 1972.



449

(d) Section 1101 (a) (1) of the Social Security Act is

2 amended by striking out "and XIX" and inserting in lieu

3 thereof "XIX, XX, and XXI".

4 (e) (1) Section 5316 of title 5, United States Code (re-

lating to Executive Schedule pay rates at level V), is amended

6 by adding at the end thereof:

7 "(130) Chairman of the Board of Directors of the

8 Federal Child Care Corporation.

9 "(131) Member of the Board of Directors of the

10 Federal Child Care Corporation."

11 AMENDMENTS TO IMPROVE THE WORK INCENTIVE PROGRAM

12 ESTABLISHED UNDER PART C OF TITLE IV OF THE SOCIAL

13 SECURITY ACT

14 SEC. 520. (a) (1) Section 402(a) (15) of the Social

15 Security Act is amended to read as follows:

16 "(15) provide (A) for the development of a pro-

17 gram, for appropriate members of such families and

18 such other individuals, for preventing or reducing the

19 incidence of births out of wedlock and otherwise strength-

20 ening family life, and for implementing such program

21 by assuring that in all appropriate cases family planning

22 services are offered to them, but acceptance of family

23 planning services provided under the plan shall be volun-

24 tary on the part of such members and individuals and

25 shall not be a prerequisite to eligibility for or the receipt

H.R. 17550 15
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1 of any other service under the plan; and (B) to the

2 extent that services provided under this clause or clause

3 (14) are furnished by the staff of the State agency or

4 the local agency administering the State plan in each

5 of the political subdivisions of the State, for the establish-

6 ment of a single organization unit in such State or local

7 agency, as the case may be, responsible for the furnish-

8 ing of such services;".

9 (2) Section 402(a) (19) (A) of such Act is amended

10 to read as follows:

11 "(A) effective July 1, 1971, provide that every

12 individual, as a condition of eligibility for aid under

13 this part, shall register for manpower services, 'training,

14 and employment as provided by regulations of the Sec-

15 retary of Labor, unless such individual is—

16 "(i) a child who is under age 16 or attending

17 school full time;

18 "(ii) a person who is ill, incapacitated, or of

19 advanced age;

20 "(iii) a person so remote from a work incentive

21 project that his effective participation is precluded;

22 "(iv) a person whose presence in the home is

23 required because of illness or incapacity of another

24 member of the household; or
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1 "(v) a mother or other relative of a child un-

2 der the age of six who is caring for the child;

3 any individual referred to in clause (v) shall be ad-

4 vised of her option to register, if she so desires, pursuant

5 to this paiagraph, and shall be informed of the child

6 care services (if any) which will be available to her in

7 the event she should decide so to register;".

8 (3) Section 402(a) (19) (C) of such Act is amended

9 effective July 1, 1971, by striking out "20 per centum" and

10 inserting in lieu thereof "10 per centum".

11 (4) Section 402(a) (19) (D) of such Act is amended

12 effective July 1, 1971, to read as follows:

13 "(D) that training incentives and other allow-

14 ances authorized under section 434 shall be dis-

15 regarded in determining the needs of an individual

16 under section 402(a) (7);".

17 (5) Section 402 (a) (19) of such Act is further amended

18 by striking out subparagraph (E).

19 (6) The parenthetical clause in section 402(a) (19) (F)

20 of such Act is amended by striking out "pursuant to sub para-

21 iraph (A) (i) and (ii) and section 407(b) (2)" and in-

22 serting in lieu thereof "pursuant to subparagraph (G)".

23 (7) Section 402(a) (19) of such Act is amended by

24 adding at the end thereof the following new subparagraph:
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1. "(U) that the State agency, effective July

2 1, 1971, will have in effect a special program

3 which (i) will be administered by a separate

4 administrative unit and the employees of which

5 will, to the maximum extent feasible, perform

6 services only in connection with the administration

7 of such program, (ii) will provide (through ar-

8 rangements with others or otherwise) for individuals

9 who have been registered pursuant to subparagraph

10 (A), in accordance with the order of priority listed

11 in section 433(a), such health, vocational rehabilita-

12 tion, counseling, child care (through utilization of

13 the services of the Federal Child Care Corporation,

14 or otherwise), and other social and supportive serv-

15 ices as are necessary to enable such individuals to

16 accept employment or receive manpower training

17 provided under part C, and will, when such mdi-

18 viduals are prepared to accept employment or re-

19 ceive manpower training, refer such individuals to

20 the Secretary of Labor for employment or training

21 under part C, and (iii) will participate in the devel-

22 opment of operational and employability plans un-

23 der section 433(b); if more than one kind of child

24 care is available, the mother may choose the type,
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1 but she may not refuse to accept child services if

2 they are available;".

3 (8) Section 403 of such Act is amended by adding at the

4 end thereof the following new subsection:

5 "(e) Notwithstanding any other provision of this Act,

6 the Federal share of assistance payments under this part

7 shall be reduced with respect to any State for any fiscal year

8 by one percentage point for each percentage point by which

9 the number of individuals referred, under the program of

10 such State established pursuant to section 402(a) (19) (0),

to the local employment office of the State as being ready for

12 employment is less than 15 per centum of the average number

13 of individuals in such State who, during such year, are re-

14 quired to be registered pursuant to section 402(a) (19) (A)."

15 (9) Section 403 of such Act is amended by adding after

16 subsection (e) the following new subsection:

17 "(f) Notwithstanding subparagraph (A) of subsection

18 (a) (3) the rate specified in such subparagraph shall be—

19 "(1) 100 per centum (rather than 75 per centum)

20 with respect to family planning services provided pur-

21 suant to clause (15) of section 402(a),

22 "(2) 90 per centum (rather tha'n 75 per centum)

23 with respect to child care services provided pursuant to

24 clause (14) of section 402(a) or section 402(a) (19)
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1 (G) but only, in the case of any quarter, if the total

2 amount of non-Federal expenditures during such quarter

3 under the State plan for child care services is not less

4 than the amount of the average quarterly amount of non-

5 Federal expenditures under such plan for child care

6 services for the 4-quarter period ending December 31,

7 1970; except that the Secretary is authorized, for a

8 temporary period of not to exceed 6 months, to increase

9 such rate to 100 per centum in a political subdivision

10 of a State or portion thereof if and only if he determines

11 that such services would not be made available during

12 such period in the absence of such increased rate of

13 payment, and

14 "(3) 90 per centum (rather than 75 per centuni)

15 with respect to social and supportive services (other than

16 family planning services and child care services) pro-

17 vided pursuant to section 402 (a) (19) (G) ."

18 (b) (1) The first sentence of section 430 of the Social

19 Security Act is amended by striking out "special work

20 projecid' and inserting in lieu thereof "public service

21 employment".

22 (2) Section 431 of such Act is amended (1) by inserting

23 "(a)" immediately after "SEc. 431.", and (2) by adding at

24 the end thereof the following new subsections:

25 "(b) Of the amounts expended from funds appropriated
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1 pursuant to subsection (a) for any fiscal year (commencing

2 with the fiscal year ending June 30, 1972), not less than 40

3 per centum thereof shall be expended for carrying out the

4 program of on-the-job training referred to in section 432

5 (b) (1) (B) and for carrying out the program of public

6 service employment referred to in section 432(b) (3).

7 "(c)(1) For the purpose of carrying out the provisions

8 of this part in any State for any fiscal year (commencing

9 with the fiscal year ending June 30, 1972), there shall be

10 available (from the sums appropriated pursuant to subsec-

11 tion (a) for such fiscal year) for expenditure in such State

12 an amount equal to the allotment of such State for such year

13 (as determined pursuant to paragraph (2) of this subsection).

14 "(2) Sums appropriated pursuant to subsectün (a) 'for

15 the fiscal year ending June 30, 1972, or for any fiscal year

16 thereafter, shall be allotted aimong the States as follows:

17 Each State shall be allotted from such sums an amount which

18 bears the same ratio to the total of such sums as—

19 "(A) in the case of the flsca year ending June 30,

20 1972, the average number of recipients of aid to families

21 with dependent children in such State during the month

22 of January last preceding the commencement of such

23 fiscal year bears to the average number of such recipi-

24 ents during such month in all the States; and

25 "(B) in the case of the fiscal year ending June
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1 30, 1973, or in the case of any fiscal year thereafter,

2 the average number of individuals in such State who,

3 during the month of January last preceding the corn-

4 mencement of such fiscal year, are registered pursuant

5 to section 402 (a) (19) (A) bears to the average number

6 of individuals in all States who, during such month, are

so registered."

8 (3) ('A) (i) Clause (1) of section 432(b) of such Act

is amended—

10 (I) by inserting "(A)" immediately after "(1)";

and

12 (II) by striking out "and utilizing" and inserting

13 in lieu thereof "and (B) a program utilizing".

14 (ii) Clause (3) of section 432(b) of such Act is amended

15 by striking out "special work projects" and inserting in lieu

16 thereof "public service employment".

17 (B) Section 432(d) of such Act is amended to read as

18 follows:

19 "(d) In providing the manpower training and employ-

20 ment services and opportunities required by this part, the
21 Secretary of Labor shall, to the maximum extent feasible,

22 assure that such services and opportunities are provided by
23 using all authority available to him under this or any other

24 Act. In order to assure that the services and opportunities so

25 required are provided, the Secretary of Labor shall use the
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1 funds appropriated to him under this part to provide pro-

2 grams required by this part through such other Act, to the

3 same extent and under the same conditions (except as regards

4 the Federal matching percentage) as if appropriated under

5 such other Act and, in making use of the programs of other

6 Federal, State, or local agencies (public or private), the Sec-

7 retary of Labor may reimburse such agencies for services

8 rendered to persons under this part to the extenlt such services

9 and opportunities are not otherwise available on a non-

10 reimbursable basis."

11 (C) Section 4B2 of such Act is further amended by add-

12 ing at the end thereof the following new subsection:

13 "(f) (1) The Secretary of Labor shall establish in each

14 State, municipality, or other appropriate geographic area

15 with a significant number of persons registered pursuant to

16 section 402(a) (19) (A) a Labor Market Advisory Council

17 the function of which will be to identify and advise the See-

18 retary of the types of jobs available or likely to become avail-

19 able in the area served by the Council; except that if there

20 is already located in any area an appropriate body to per-

21 form such function, the Secretary may designate such body

22 as the Labor Market Advisory Council for such area.

23 "(2) Any such Council shall include representatives of

24 industry, labor, and public service employers from the area

25 to be served by the Council.
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1 "(3) The Secretary shall not conduct, in any area,

2 institutional training under any program established pur-

3 suant to subsection (b) of any type which is not related to

4 jobs of the type which are or are likely to become available

5 in such area as determined by the Secretary after taking

6 into account information provided by the Labor Market

7 Advisory Council for such area."

8 (4) (A) Section 433(a) of such Act is amended—

9 (i) by striking out "section 402" and inserting in

10 lieu thereof "section 402(a) (19) (G)"; and

11 (ii) by adding at the end thereof the following new

12 sentence: "The Secretary, in carrying out such program

13 for individuals so referred to him by a State, shall accord

14 priority to such individuals in the following order, taking

15 into account employability potential: first, unemployed

16 fathers; second, dependent children and relatives who

17 have attained age 16 and who are not in school, or

18 engaged in work or manpower training; third, mothers,

19 whether or not required to register pursuant to section

20 402(a) (19) (A), who volunteer for participation under

21 a work incentive program; fourth, all other individuals

22 so referred to him."

23 (B) Section 433(b) of such Act is amended to read as

24 follows:

25 "(b) (1) For each State the Secretary shall develop
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1 jointly with the administrative unit of such State administer-

2 ing the special program referred to in section 402(a) (19)

3 (.G) a statewide operational plan.

4 "(2) The statewide operational plan shall prescribe how

5 the work incentive program established by this part will be

6 operated at the local level, and shall indicate (i) for each

7 area within the State the number and type of positions which

8 will be provided for training, for on-the-job training, and for

9 public service employment, (ii) the manner in which informa-

10 tion provided by the Labor Market Advisory Council (estab-

11 lished pursuant to section 432(f)) for any such area will be

12 utilized in the operaticn of such program, and (iii) the par-

13 ticular State agency or administrative unit thereof which will

14 be responsible for each of the various activities and functions

15 to be performed under such program. Any such operational

16 plan for any State must be approved by the Secretary, the

17 administrative unit of such State administering the special

18 program referred to in section 402(a) (19) (G), and the

19 regional joint committee (established pursuant to seciiort 489)

20 for the area in which such State is located.

21 "(3) In carrying out any such statewide operational

22 plan of any State, there shall be developed jointly by the

23 Secretary and the administrative unit of the State adminis-

24 tering the special program referred to in section 402(a) (19)

25 (G) in each area of the State an employability plan for
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1 each individual residing in such area who is participating in

2 the work incentive program established by this part. Such

3 employability plan for any such individual shall (i) con-

4 form with the statewide operational plan of such State, (ii)

5 provide that the separate administrative unit referred to in

6 section 402(a) (19) (G) (ii) will provide the services referred

7 to in section 402 (a) (19) (G) (ii), and (iii) provide that

8 the Secretary shall be responsible for providing the training,

9 placement, and related services authorized under this part."

10 (C) (i) Section 433(e) (1) of such Act is amended &y

11 striking out "special work projects" and inserting in lieu

12 thereof "public service employment".

13 (ii) Seotiion 433(e) (2) (A) of such Act is amended

14 by striking out "a portion" and inserting in lieu thereof

15 "100 per centum (in the case of the first year that such

16 agreement is in effect, if such agreement is in effect at least

17 three years) and 90 per centum (if such agreement is in

18 effect less than three years; or, if such agreement is in effect at

19 least three years, in the case of any year after the first year

20 that such agreement is in effect)".

21 (iii) Section 433(e) (2) (B) of such Act is amended

22 by striking out "on special work projects of" and inserting

23 in lieu thereof "in public service employment for".

24 (iv) Section 433(e) (3) of sue/i Act is hereby repealed.

25 (D) Section 433(f) of such 4ct is amended by striking
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1 out "any of the programs established by this part" and in-

2 serting in lieu thereof "section 432(b) (3)".

3 (E) Section 433(g) of such Act is amended by striking

4 out "section 402(a) (19) (A) (i) and (ii)" and inserting

5 in lieu thereof "section 402(a) (19) (G)".

6 (F) Section 433(h) of such Act is amended by striking

7 out "special work projects" and inserting in lieu thereof

8 "public service employment".

9 (G) Section 434 of such Act is amended—

10 (i) by inserting "(a)" immediately after "SEC.

11 434.";and

12 (ii) •by adding at the end thereof the following new

13 subsection:

14 "(b) The Secretary of Labor is also authorized to pay,

15 to any member of a family participating in manpower train-

16 ing under this part, allowances for transportation and other

17 costs incurred by such member, to the extent such costs are

18 necessary to and directly relating to the participation by such

19 member in such training."

20 (5) (A) Section 435 (a) of such Act is amended, effective

21 July 1, 1971, by striking out "80 per centum" and inserting

22 in lieu thereof "90 per centum".

23 (B) Section 435(b) of such Act is amended by striking

24 out "; except that with respect to special work projects under

25 the program established by section 432(b) (3), the costs of
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1 carrying out this part shall include only the costs of admin-

2 istration".

3 (6) Section 436(b) of such Act is amended by striking

4 out "by the Secretary after consultation with" and insert-

5 ing in lieu thereof "jointly by him and".

6 (7) Section 437 of such Act is amended to read as

7 follows.

8 "SEc. 437. The Secretary is authorized to provide to an

9 individual who is rgistered pursuant to section 402 (a) (19)

10 (A) and who is unemployed relocation assistance (including

11 grants, loans, and the furnishing of svch services as will aid

12 an involuntarily unemployed individual who desires to re-

13 locate to do so in an area where there is assurance of regular

14 suitable employment, offered through the public employment

15 offices of the State in such area, which will lead to the earning

16 of income sufficient to make such individual and his family

17 ineligible for benefits under part A)."

18 (8) Section 438 of such Act is amended by striking out

19 "projects under".

20 (9) Section 439 of such Act is amended to read as

21 follows:

22 "SEc. 439. The Secretary and the Secretary of Health,

23 Education, and Welfare shall, not later than six months after

24 the date of enactment of the Social Security Amendments of

25 1970, issue regulations to carry out the purposes of thi$ part,
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i as amended by the Social Security Amendments of 1970.

2 Such regulations shall provide for the establishment, jointly

3 by the Secretary and the Secretary of Health, Education,

4 and Welfare, of (1) a national coordination committee the

5 duty of which shall be uniform reporting and similar require-

6 duty of which sall be to establish uniform reporting and

7 similar requirements for the administration of this part, and

8 (2) a regional coordination committee for each region which

9 shall be responsible for review and approval of statewide

10 operational plans developed pursuant to section 433(b) ."

ii (10) Section 441 of such Act is amended—

12 (A) by inserting "(a)" immediately after "SEC.

13 441.";

14 (B) by adding immediately after the last sentence

15 thereof the following sentence: "Nothing in this section

16 shall be construed as authorizing the Secretary to enter

17 into any contract with any organization after June 1,

18 1970, for the dissemination by such organization of infor-

19 mation about programs authorized to be carried on under

20 this part."; and

21 (0) by adding after and below such section the fol-

22 lowing new subsection:

23 "(b) The Secretary shall collect and publish monthly, by

24 State, by age group, and by sex, the following information
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1 with respect to individuals registered pursuant to section 402

2 (a)(19)(A)—

3 "(1) the number of individuals so registered, the

4 number of individuals receiving each particular type

5 of work training services, and the number of individuals

6 receiving no such services;

7 "(2) the number of individuals placed in jobs by

8 the Secretary under section 432(b) (1) (A), and the

9 average wages of the individuals so placed;

10 "(3) the number of individuals who begin but fail

11 to complete training, and the reasons for the failure of

12 such individuals to complete training; and the number of

13 individuals who register voluntarily but do not receive

14 training or placement;

15 "(4) the number of individuals who obtain employ-

16 ment following the completion of training, and the num-

17 ber of such individuals whose employment is in fields

18 related to the particular type of training received;

19 "(5) of the individuals who obtain employment fol-

20 lowing the completion of training, the average wages of

21 such individuals, and the number retaining such employ-

22 ment three months, six months, and twelve months, fol-

23 lowing the date of completion of such training;

24 "('6) the number of individuals in public service
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1 employment, by type of employment, and the average

2 wages of such individuals; and

3 "(7) the amount of savings, under Part A of this

4 title, realized by reason of the operation of each of the

5 programs established pursuant to this part."

6 (11) Section 442 is amended to read as follows:

7 "TECHNICAL ASSISTANCE FOR PROVIDERS OF EMPLOYMENT

8 OR TRAINING

9 "SEC. 442. The Secretary is authorized to provide tech-

10 nical assistance to providers of employment or training to

11 enable them to participate in the establishment and operation

12 of programs authorized to be established by section 432 (b) ."

13 (12) Section 443 is amended by striking out "20 per

14 centum" wherever it appears therein and inserting in lieu

15 thereof "10 per centum".

16 (13) (A) Section 402(a) (8) (A) (ii) of the Social

17 Security Act is amended by striking out everything that fol-

18 lows "determination," and inserting in lieu thereof the follow-

19 ing: "(I) the first $60 of earned income for individuals who

20 are employed at least 40 hours per week, or at least 35

21 hours per week and are earning at least $64 per week, and

22 (II) the first $30 of earned income for other individuals,

23 plus in each case, one-third of up to $300 of additional

24 earnings, and one-fifth of such additional earnings in excess
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1 of $300, except that in each case reasonable child care ex-

2 penses (subject to such limitations as the Secretary may pre-

3 scribe in regulations) shall first be deducted before computing

4 such individual's earned income; and".

5 (B) Except as provided in section 570, clause (A) shall

6 be effective July 1, 1971, except that any State may elect to

7 modify its plan so as to provide for an earlier effective date.

8 (C) The anendments made by this section shall, except

as otherwise specified herein, take effect on January 1, 1.971.

10 EMERGENCY ASSISTANCE TO NEEDY MIGRANT WORKERS

11 WiTH CHILDREN

12 SEC. 530. (a) Section 402(a) of the Social Security

13 Act is amended by st'riking out "and" at the end of clause

14 (22), and by inserting immediately before the period at the

15 end of clause (23) the following: ", and (24) effective

16 July 1, 1971, provide that emergency assistance to needy

17 families, as defined in section 406 (e) (1), be furnished on a

18 Statewide basis to needy migrant workers with children in the

19 State."

20 (b) Section 406(e) of such Act is amended by striking

21 out paragraph (2).

22 (c) Section 403(a) (3) (A) of such Act is amended

23 (A) by striking out "or" at the end of clause (ii), (B) by

24 striking out "; plus" at the end of clause (iii) and inserting

25 in lieu thereof ", or", and (C) by inserting after clause (iii)

26 the following:
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1 "(iv) emergency assistance to needy fam

2 ilies, as defined in section 406(e) (1) which is

3 furnished to needy migrant workers with fam-

4 ilies pursuant to section 402(a) (24); plus"

5 (d) Except as provided in section 570, the amendments

6 made by this section shall be effective on July 1, 1971.

7 OBLIGATION OF DESERTING FATHER

8 SEC. 540. (a) Title IV of the Social Security Act is

a'mended by adding after section 410 the following new sec-

10 tion:

"PENALTY FOR CROSSING STATE LINES TO AVOID PARENTAL

12 RESPONSIBILITIES

13 "SEC. 411. Whoever, knowingly goes from one place

14 to another in interstate or foreign commerce for the purpose

15 of avoiding any responsibility imposed upon him under the

16 common law or under statutory law of any State pertaining

17 to the obligations of a parent to his child, shall be guilty of a

18 misdemeanor and upon conviction thereof shall be imprisoned

19 for not more than one year.

20 (b) Title IV of such Act is further amended by adding

21 after section 411 (as added by subsection (a.) of this section)

22
the following new section:

23 "FINANCIAL OBLIGATION OF DESERTING PARENT

24
"SEC. 412. (a) Except as provided in subsection (b),

25
any individual who has deserted his spouse, child, or chil-
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1 dren, with the result that such spouse, child, or children, be-

2 cause of financial need, obtained aid under this title, shall be

3 obligated to the United States in an amount equal to the

4 Federal share of such aid.

5 "(b) If a court of any State has issued a support order

6 against any individual described in subsection (a), the obli-

7 gation of such individual under this section shall be limited

8 to the amount specified in such court order less any amounts

9 actually paid by such individual pursuant to such court

10 order. The Attorney General of the United States is au-

11 thorized, in accordance with procedures applicable to the

12 recovery of obligations due to the United States, to enforce

13 such court order in any appropriate court and to distribute

14 the proceeds to the beneficiaries of such court order after

15 deducting the amount paid as aid under this title. He shall

16 refund to any State that portion of the amount so recovered

17 which constitutes the State's share of such aid.

18 "(c) If a State court has not issued a support order

19 against an individual described in subsection (a) the Attorney

20 General of the United States is authorized to recover from

21 such individual an amount equal to the Federal share of the

22 aid furnished under this title to the spouse and child or chil-

23 dren of such individual.

24 "(d) If the Attorney General of the United States (or
25

any other officer of the United States) obtains information
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I with respect to address or location of any individual described

2 in subsection (b) such officer is authorized to furnish, upon

3 request, such information to the deserted spouse, guardian,

4 or custodian of the child or children deserted, or their

5 counsel."

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

7 tive upon enactment of this Act.

8 DENIAL OF AID TO FAMILIES WITH DEPENDENT CHILDREN

9 WHERE THERE IS A CONTINUING PARENT-CHILD RELA-

10 TIONSHIP

11 SEC. 541. (a) Section 406(a) of the Social Security

12 Act is amended by adding at the end thereof the following

13 new sentences: "If the State plan of any State so provides,

14 a child shall be deemed not to have been deprived of parental

15 support or care by reason of the continued absence from the

16 home of a parent if there exists a continuing child-parent

17 type relationship between such child and an adult individual

18 who is not the father, mother, grandfather, grandmother,

19 adult brother, adult sister, adult stepbrother, adult stepsister,

20 adult uncle, adult aunt, adult first cousin, adult nephew, or

21 adult niece, of such child. For purposes of determin-

22 ing whether such a relationship exists between a child and

23 such an adult individual, only the following factors may

24 be taken into account: (A) the frequency with which such

25 child and such individual appear together in public, (B)
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1 whether such individual is the parent of a half brother or

2 half sister of such child, (C) whether such individual exer-

3 cises parental control over such child, (D) whether substan-

4 tial gifts are made by such individual to such child or to mem-

5 bers of the family of such child, (E) whether such individual

6 claims such child as a dependent for income tax purposes,

7 (F) whether such individual cares for or arranges for the

8 care of such child when the relative with whom such child

9 is living is ill or absent from home, (G) whether such mdi-

10 vidual assumes responsibility for such child when a crisis

occurs in such child's life, such as illness or detention of such

12 child by public authorities, (H) whether such individual is

13 listed as the parent or guardian of such child in school records

14 which are designed to indicate the parents or guardians of

15 children, (I) whether such individual makes frequent visits

16 to such household, (J) whether such individual gives or uses

17 as his address the address of such household in dealing with

18 his employer, his creditors, postal authorities, other public

19 authorities, or others with whom he may have dealings,
20 relationships, or obligations. Such a relationship between an
21 adult individual and a child may be determined to exist in
22 any case only after an evaluation of the factors referred
23 to in the preceding sentence, as well as any evidence which

24 may refute any inference supported by evidence related to
25 such factors."
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1 (b) The amendments made by this section shall be effec-

2 tive January 1, 1971.

3 DURATION OF RESIDENCE REQUIREMENTS UNDER PUBLIC

4 ASSISTANCE PROGRAMS

5 SEC. 542. (a) (1) Section 2(a) (10) of the Social

6 Security Act is amended (A) by striking out "and" at the

7 end of subparagraph (B), and (B) by adding at the end

8 thereof the following new subparagraphs:

9 "(D) except as provided in subparagraph (E),

10 provide that assistance shall not be furnished to

11 any individual unless such individual (i) is a resi-

12 dent of the State, and (ii) has resided in the State

13 continuously for one year immediately preceding

14 the application for assistance; and".

15 "(E) provide that assistance shall be furnished

16 under the State plan for a period not to exceed one

17 year to any individual who (i) has moved out of

18 such State, (ii) was receiving assistance under such

19 State plan in the month before the month in which

20 he moved out of such State, (iii) continues to meet

21 the eligibility requirements of such State plan except

22 for residency, and (iv) does not meet the duration

23 of residency requirements (if any) imposed under

24 the old-age assistance plan of the State in which

he is living;"
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1 (2) Section 2(b) of such Act is amended by adding at

2 the end thereof the following new sentence: "For purposes of

3 the preceding sentence, the requirement of subsection (a) (10)

4 (D) shall not apply, if compliance with such requirement

5 would be inconsistent with State law, or any rule or regula-

6 tion made pursuant to State law."

7 (3) Section 4(2) of such Act is amended by inserting

8 "(other than •the provision contained in section 2(a) (10)
9 (D)"immediately after "section 2(a)".

10 (b) (1) Section 402 of such Act (as amended by section

11 530 of this Act) is amended further by (A) striking out
12 "and" at the end of paragraph (23), and (B) by inserting

13 immediately before the period at the end of paragraph (24)

14 the following: ", (25) except as provided in paragraph (26),

15 provide that aid will not be furnished with respect to any
16 child unless such child (A) is a resident of the State, and
17 (B) (i) has resided in the State for one year immediately

18 preceding the application for such aid, or (ii) was born
19 within one year immediately preceding the application for

20 such aid, and the parent or other relative with whom the
21 child is living has resided in the State for one year imme-
22 diately preceding the birth of such child; and (26) provide
23 that aid shall be furnished under the State plan for a period
24 not to exceed one year to any individual who (A) has moved

25 out of such State, (B) was receiving aid under such State
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1 plan in the month before the month in which he moved out of

2 such State, (C) continues to meet the eligibility requirements

3 of such State plan except for residency, and (D) does not

4 meet the duration of residency requirements (if any) imposed

5 under the plan for aid to families with dependent children of

6 the State in which he is living."

7 (2) Section 402(b) of such Act is amended by adding

8 at the end thereof the following new sentence: "For purposes

9 of the preceding sentence, the requirement of subsection (a)

10 (25) shall not apply, if compliance with such requirement

11 would be inconsistent with State law, or any rule or regula-

12 tion made pursuant to State law."

13 (3) Section 404(a) (2) of such Act is amended by in-

14 serting "(other than the provision contained in section 402

15 (a) (25))" immediately after "section 402(a)".

16 (c) (1) Section 1002(a) of such Act (as amended by

17 section 505 of this Act) is further amended (A) by striking

18 out "and" at the end of paragraph (13), and (B) by

19 inserting immediately before the period at the end of

20 paragraph (14) the following: "; (15) except as provided in

21 paragraph (16), provide that aid will not be furnished to

22 any individual unless such individual (A) is a resident of

23 the State, and (B) has resided in the State continuously for

24 one year immediately preceding the application for aid; and

25 (16) provide that aid shall be furnished under the &ate plan
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1 for a period not to exceed one year to any individual who

2 (A) has moved out of such State, (B) was receiving aid

3 under such State plan in the month before the month in which

4 he moved out of such State, (C) continues to meet the eligi-

5 bility requirements of such State plan except for residency,

6 and (D) does not meet the duration of residency requirements

7 (if any) imposed under the plan for aid to the blind of the

8 State in which he is living.".

9 (2) Section 1002(b) of such Act is amended by adding

10 at the end thereof the following new sentence: "For purposes

11 of the first sentence of this subsection, the requirement of sub-

12 section. (a) (15) shall not apply, if compliance with such

13 requirement would be inconsistent with State law, or any rule

14 or regulation made pursuant to State law.".

15 (3) Section 1004(2) of such Act is amended by in-

16 serting "(other than the provision contained in section 1002

17 (a)(15))" immediately after "section 1002(a)".

18 (d) (1) Section 1402(a) of such Act is amended (A) by

19 striking out "and" at the end of paragraph (11), and (B)

20 by inserting immediately before the period at the end of para-
21 graph (12) the following: "; (13) except as provided in
22 paragraph (14), provide that aid will not be furnished to
23 any individual unless such individual (A) is a resident of
24 the State, and (B) has resided in the State continuously for
25 one year immediately preceding the application for aid; and
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1 (14) provide that aid shall be furnished under the State plan

2 for. a period not to exceed one year to any individual who

3 (A) has moved out of such State, (B) was receiving aid

4 under such State plan in the month before the month in which

5 he moved out of such State, (C) continues to meet the eligi-

6 bility requirements of such State plan except for residency,

7 and (D) does not meet the duration of residency requirements

8 (if any) imposed under the plan for aid to the disabled of the

9 State in which he is living."

10 (2) Section 1402(b) of such Act is amended by adding

11 at the end thereof the following new sentence: "For purposes

12 of the preceding sentence, the requirement of subsection (a)

13 (13) shall not apply, if compliance with such requirement

14 would be inconsistent with State law, or any rule or regulation

15 made pursuant to State law."

16 (3) Section 1404(2) of such Act is amended by insert-

17 ing "(other than the provision contained in section 1402 (a)

18 (13))" immediately after "section 1402(a)".

19 (e) (1) Section 1602(a) of such Act (as amended by

20 section 505 of this Act) is further amended (A) by strik-

21 ing out "and" at the end of paragraph (17), (B) by strik-

22 ing out the period at the end of paragraph (18) and inserting

23 a semicolon in lieu of such period, and (C) by adding after

24 paragraph (18) the following new paragraphs:

25 "(19) provide that aid to the aged, blind, or dis-
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1 abled shall not be furnished 'to any individual unless

2 such individual (A) is a resident of the State, and (B)

3 has resided in the State continuously for one year im-

4 mediately preceding the application for such aid, and

5 "(20) provide that aid to the aged, blind, or dis-

6 abled shall be furnished under the State plan for a

7 period not to exceed one year to any individual who (A)

8 has moved out of such State, (B) was receiving aid

9 under such State plan in the month before the month

10 in which he moved out of such State, (C) continues to

meet the eligibility requirements of such State plan ex-

12 cept for residency, and (D) does not meet the duration

13 of residency requirements (if any) im posed under the

14 plan for aid to the aged, blind, or disabled of the State

15 in which he is living."

16 (2) Section 1602(b) of such Act is amended by adding

17 at the end thereof the following new sentence: "For purposes

18 of the first sentence of this subsection, the requirement of

19 subsection (a) (19) shall not apply, if compliance with such

20 requirement would be inconsistent with State law, or any rule

21 or regulation made pursuant to State law.".

22 (3) Section 1604 of such Act is amended by inserting

23 "(other than the. provision contained in section 1602(a)

24 (19))" immediately after "section 1602" and immediately

25 after "any such provision".
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1 (f) Except as provided in section 570, the amendments

2 made by this section shall be effective as of July 1, 1971.

3 LIMITATION ON DURATION OF APPEALS PROCESS

4 SEC. 543. (a) Section 2(a) (4) of the Social Security

5 Act is amended by—

6 (1) striking out "(4) provide" and inserting in lieu

7 thereof "(4) provide (A)"; and

8 (2) inserting before the semicolon at the end thereof

9 the following: ", (B) that any hearing held before the

10 •State agency at the request of any individual to deter-

11 mine the matter of whether the assistance provided to

12 such individual under the State plan should be ter-

13 minated or the amount thereof reduced shall be corn-

14 pleted, and the State agency shall make a final decision

15 with respect to such matter, not later than thir4j days

16 after the date such individual is notified of the intention of

17 such agency to terminate or reduce the amount of such

18 as$istance, and (C) that if any individual is determined

19 under any such final decision to have received (prior to

20 such decision) as assistance under the State plan any

21 amount to which he was not entitled, such amount shall

22 be repaid by such individual to the State agency, and if

23 such amount is not so repaid it shall be withheld from

24 any future payments to which such individual would

25 otherwise be entitled under the State plan".
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1 (b) Section 402 (a) (4) of such Act is amended by—

2 (1) striking out "(4) provide" and inserting in

3 lieu thereof "(4) provide (A)"; and

4 (2) inserting before the semicolon at the end thereof

5 the following. ", (B) that any hearing held before the

6 State agency at the request of any individual to determine

7 the matter of whether the aid provided to such individual

8 (or to members of his family) under the State plan should

9 be terminated or the amount thereof reduced shall be corn-

10 pleted, and the State agency shall make a final decision

with respect to such matter, not later than thirty days

12 after the date such individual is notified of the intention

13 of such agency to terminate or reduce the amount of such

14 aid, and (C) that if any individual (or family) is de-

15 termined under any such final decision to have received

16 (prior to such decision) as aid under the State plan any

17 amount to which he (or his family) was not entitled, such

18 amount shall be repaid by such individual (or his family)

19 to the State agency, and if such amount is not so repaid

20 it shall be withheld from any future payments to which

21 such individual (or his family) would otherwise be en-

22 titled under the State plan".

23 (c) Section 1002 (a) (4) of such Act is amended by—

24 (1) striking out "(4) provide" and inserting in lieu
25 thereof "(4) provide (A)"; and



479

1 (2) inserting before the semicolon at the end thereof

2 the following: ", (B) that any hearing held before the

3 State agency at the request of any individual to determine

4 the matter of whether the aid provided to such individual

5 under the State plan should be terminated or reduced

6 shall be completed, and the State agency shall make a

7 final decision with respect to such matter, not later than

8 thirty days after the date such individual is notified of the

9 intention of such agency to terminate or reduce the

10 amount of such aid, and (C) that if any individual is

11 determined under any such final decision to have received

12 (prior to such decision) as aid under the State plan any

13 amount to which he was not entitled, such amount shall

14 be repaid by such individual to the State agency, and if

15 such amount is not so repaid it shall be withheld from

16 any future payments to which such individual would

17 otherwise be entitled under the State plan".

18 (d) Section 1402 (a) (4) of such Act is amended by—

19 (1) striking out "(4) provide" and inserting in

20 lieu thereof "(4) provide (A)"; and

21 (2) inserting before the semicolon at the end thereof

22 the following: ", (B) that any hearing held before the

23 State agency at the request of any individual to determine

24 the matter of whether the aid provided to such individual

25 under the State plan should be terminated or reduced



480

1 shall be completed, and the State agency shall make a final

2 decision with respect to such matter, not later than 30

3 days after the date such individual is notified of the in-

4 tention of such agency to terminate or reduce the amount

5 of such aid, and (C) that if any individual is determined

6 under any such final decision to have received (prior to

7 such decision) as aid under the State plan any amount to

8 which he was not entitled, such amount shall be repaid by

9 such individual to the State agency, and if such amount is

10 not so repaid it shall be withheld from any future pay-

11 ments to which such individual would otherwise be en-

12 titled under the State "plan".

13 (e) Section 1602 (a) (4) of such 4ct is amended by—

14 (1) striking out "(4) provide" and inserting ir

15 lieu thereof "(4) provide (A)"; and

16 (2) inserting before the semicolon at the end thereof

17 the following: ", (B) that any hearing held before the

18 State agency at the request of any individual to deter-

19 mine the matter of whether the aid provided to such

20 individual under the State plan should be terminated or

21 reduced shall be completed, and the State agency shall

22 make a final decision with respect to such matter, not

23 later than thirty days after the date such individual is

24 notified of the intention of such agency to terminate or
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1 reduce the amount of such aid, and (C) that if any mdi-

2 vidual is determined under any such final decision to have

3 received (prior to such decision) as aid under the State

4 plan any amount to which he was not entitled, such

5 amount shall be repaid by such individual to the State

6 agency, and if such amount is not so repaid it shall be

7 withheld from any future payments to which such mdi-

8 vidual would otherwise be entitled under the State plan".

9 (f) The amendments made by this section shall take effect

10 July 1, 1971.

11 REFUSAL TO NAME PUTATIVE FATHER OF CHILD

12 SEc. 544. Section 402(a) (10) of the Social Security

13 Act is amended by inserting immediately before the semicolon

14 at the end thereof the following: "(except that nothing in this

15 clause shall be construed to preclude the State agency

16 from seeking the assistance of the mother of a child born

17 out of wedlock, who is an applicant for or recipient of aid

18 under the State plan, in identifying the father of such child)".

19 DENIAL OF WELFARE FOR REFUSAL TO ALLOW CASE-

20 WORKER IN HOME

21 SEc. 545. Title XI of the Social Security Act is amended

22 by adding after section 1127 (as added by section 506 of this

23 Act) and before section 1151 (as added by section 245 of this

24 Act) the following new section:

HJt. 17550 16
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1 "AUTHORITY TO REQUIRE INSPECTION OF HOME IN AD

2 MINISTRATION OF STATE WELFARE PLANS

3 "Siw. 1128. Any State which has in effect a plan ap-

4 proved under title I, X, XIV, XVI, or part A or title IV may

5 require that any applicant for (or any individual presently

6 receiving) aid or assistance under any such plan agree, as

7 a condition of eligibility for such aid or assistance, to per-

8 mit inspection of his home, at reasonable times and with

9 reasonable notice, by any duly authorized person employed

10 by or on behalf of such State in the adiminist ration of such

11 plan."

12 PROHIBITION AGAINST USE OF FEDERAL FUNDS TO

13 UNDERMINE PUBLIC ASSISTANCE PROGRAMS

14 SEc. 546. Title XI of the Social Security Act is amended

15 by adding after section 1128 (as added by section 545 of

16 this Act) and before section 1151 (as added by section 245

17 of this Act) the following new section:

18 "PROHIBITION AGAINST USE OF FEDERAL FUNDS TO

19 UNDERMINE PROGRAMS UNDER THE SOCIAL SECURITY

20 ACT

21 "SEC. 1129. (a) No Federal funds shall be used

22 (whether directly or indirectly) to pay all or any part of the

23 compensation or expenses of any attorney or other person

24 who, as a part of his federally financed activity whether as an

25 employee in the executive branch or under a grant or con-
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1 tractual arrangement with the executive branch, engages in

2 any activity, for or on behalf of any client or other person

3 or class of persons, the purpose of which is (by litigation or

4 b actions related thereto) to nullify, challenge, or circumvent

5 any provision of the Social Security Act, or any of the pur-

6 poses or intentions of the Congress in enacting any such title

7 or provision thereof or relating thereto; and it shall be un-

8 lawful for any such attorney or other person who engages in

9 any such federally financed activity to accept or receive any

10 Federal funds to defray all or any part of his compensation.

11 "(b) Any person who authorizes the disbursement of any

12 Federal funds, and any attorney or other person who receives

13 or accepts any such funds, in violation of subsection (a),

14 shall be held accountable for and required to make good to the

15 United States the amount of funds so disbursed or received or

16 accepted."

17 REGULATIONS REQUIRING USE OF DECLARATION METHOD

18 IN DETERMINING ELIGIBILITY FOR PUBLIC ASSIST-

19 ANCE

20 SEC. 550. Section 1102 of the Social Security Act is

21 amended (1) by inserting "(a)" immediately after "SEC.

22 1102." and (2) by adding at the end thereof the following

23 new subsection:

24 "(b) Nothing contained in subsection (a) or any other

25 provision of law shall be construed to authorize or permit
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1 the Secretary of Health, Education, and Welfare to pre-

2 scribe any rule or regulation requiring any State, in the

3 operation of a State plan approved under title I, part A of

4 title IV, title X, title XIV, or title XVI, to utilize a simplified

5 or declaration method in determining eligibility for aid or

6 assistance under such plan."

7 DEPENDENT CHILDREN OF UNEMPLOYED FATHERS;

8 DEFINITION OF UNEMPLOYMENT

9 SEC. 551. (a) Section 407 of the Social Security Act

10 is amended by—

11 (1) striking out "(as determined in accordance with

12 standards prescribed by the Secretary)" in subsection

13 (a) and in subsection (b) (1) (A);

14 (2) striking out "and" at the end of paragraph (2 J

15 of subsection (d);

16 (3) striking out the period at the end 0' paragraph

17 (3) of subsection (d) and inserting in lieu thereof ";

18 and"; and

19 (4) inserting after such paragravh (3) th follow-

20 ing new paragraph:

"(4) An individual shall be considered to be unem-

ployed if—

"(A) he worked less than ten hours in the last

week prior to application for aid un er a State p an
25 aiproved under section 402, or
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1
"(B) he worked less than eighty hours in the

2 thirty days prior to application."

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

tive as of July 1, 1971.

ADVISORY COUNCILS FOR STATE PROGRAMS OF AID TO FAM-

6 ILIES WITH DEPENDENT CHILDREN NOT TO BE RE-

7 QUIRED UNDER REGULATIONS OF THE SECRETARY

8 SEC. 552. Section 1102 of the Social Security Act (as

amended by section 550 of this Act) is further amended by

io adding at the end thereof the following new subsection:

ii "(c) Nothing contained in subsection (a) or any other

12 provision of law shall be construed to authorize or permit the

13 Secretary of Health, Education, and Welfare to prescribe

14 any rule or regulation requiring any State, in the operation

15 of a State plan approved under title IV, to establish or pay

16 the expenses of any advisory council to advise the State with

17 respect to the programs under such title in such State."

18 USE OF SOCIAL SECURITY NUMBERS

19 SEC. 560. (a) Section 2(a) of the Social Security Act

20 (as amended by section 542 of this Act) is further amended

21 (A) by striking out "and" at the end of paragraph (12),

22 (B) by striking out the period at the end of paragraph (13)

23 and inserting in lieu of such period "; and", and (C) by

24 adding after paragraph (13) the following new paragraph:
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1 "(14) effective January 1,1972, provide (A)

2 that, as a condition of eligibility under the plan, each

3 applicant for or recipient of assistance shall furni$h to

4 the State agency his social security account number; and

5 (B) that such State agency shall utilize such account

6 numbers in the administration of such plan."

7 (b) Section 402(a) of such Act (as amended by section

8 542 of this Act) is further amended (A) by striking out

9 "and" at the end of paragraph (25), and (B) by inserting

10 immediately before the period at the end of paragraph (26),

11 the following: "; and (27) effective January 1, 1972, pro-

12 vide (A) that, as a condition of eligibility under the plan,

13 each applicant for or recipient of aid shall furnish to the

14 State agency his social security account number; and (B)

15 that such State agency shall utilize such account numbers in

16 the administration of such plan."

17 (c) Section 1002(a) of such Act (as amended by sec-

18 tion 542 of this Act) is further amended (A) by striking out

19 "and" at the end of paragraph (15), and (B) by inserting

20 immediately before the period at the end of paragraph (16)

21 the following: ", and (17) effective January 1, 1972, pro-

22 vide (A) that, as a condition of eligibility under the plan,

23 each applicant for or recipient of aid shall furnish to the

24 State agency his social security account number; and (B)
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1 that such State agency shall utilize such account numbers in

2 the administration of such plan."

(d) Section 1402 (a) of such Act (as amended by section

542 of this Act) is further amended (A) by striking out

"and" at the end of paragraph (13), and (B) by inserting

6 immediately before the period at the end of paragraph (14)

7 the following: "; and (15) effective January 1, 1972, pro-

8 vide (A) that, as a condition of eligibility under the vian.

9 each applicant for or recipient of aid shall furnish to the

10 State agency his social security account number; and (B) that

ii. such State agency shall utilize such account numbers in the

12 administration of such plan."

13 (e) Section 1602(a) Of such Act (as amended by section

14 542 of this Act) is further amended (A) by striking out

15 "and" at the end of paragraph (19), (B) by striking out

16 the period at the end of paragraph (20) and inserting in lieu

17 of such period "; and", and (C) by adding after paragraph

18 (20) the following new paragraph:

19 (21) effective January 1, 1972, provide (A) that,

20 as a condition of eligibility under the plan, each appli-

21 cant for or recipient of aid shall furnish to the State

22 agency his social security account number; and (B) that

23 such State agency shall utilize such account numbers in

24 the administration of such plan."
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1 TESTING OF ALTERNATIVES TO PROGRAM OF AID TO

2 FAMILIES WITH DEPENDENT CHILDREN

3 SEC. 561. (a) For purposes of this section—

4 (1) The term "family assistance test program" means

5 a program which contemplates that—

6 (A) the assets and resources of families will (ex-

7 cept to the extent otherwise prescribed by the Secretary)

8 be taken into account in determining eligibility for or

9 amount of payments under the program;

10 (B) there will be established minimum income levels

11 for families of various sizes;

12 (C) money payments will be made (periodically)

13 to families whose income is less than the applicable mini-

14 mum income level so established;

15 (D) such money payments will be denied to any

16 adult member of a family (other than such a member

17 who is ill, aged, or disabled, is caring for another member

18 of such family who is ill or disabled, or is caring for

19 another member of such family who is a child of pre-

20 school age) who refuses without good cause to accept

21 employment or participate in a vocational training or

22 $imilar training program which is designed to prepare

23 such member to engage in employment;

(E) incentives for members of familics to engage

25 in employment will be provided by disregarding a por-
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1 tion of the earnings of such family for purposes of deter-

2 mining eligibility for and the amounts of the money

3 payments payable to such family under the program;

4 and

5 (F) there will be provided to the families partici-

6 pating in such program (in appropriate cases) (i)

7 placement and employment training services, (ii) child

8 care services when needed to facilitate participation, by

9 adult members of such families, in employment or a

10 vocational training or similar training program, (iii)

11 family planning services, and (iv) other appropriate

12 supportive services.

13 (2) The term "workfare test program" means a pro-

14 gram which contemplates that—

15 (A) the assets and resources of families will (ex-

16 cept to the extent otherwise prescribed by the Secretary)

17 be taken into account in determining eligibility to par-

18 ticipate in the program;

19 (B) families headed by an adult, who (by reason

20 of advanced age, illness, or disability, caring for another

21 member of the family who is ill or disabled, or caring

22 for a member of such family who is a child of pre-school

23 age) is presumed to be unable to engage in employment,

24 will be entitled to receive welfare assistance in the form

25 of money payments the amount of which shall be based
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1 on standards of need developed for families of various

2 sizes, with provision for disregarding a portion of the

3 earnings of such family for purposes of determining

4 eligibility for and the amounts of the money payments

5 payable to such family under the program;

6 (C) adult individuals who are heads of families

7 and who are unemployed (or underemployed) will be

8 eligible to register to participate in employment or in a

9 training program designed to qualify them for specific

10 jobs available in the locality in which they live;

11 (D) all registrants will be placed in employment

12 (including subsidized public service employment) or such

13 a training program;

14 (E) registrants placed in employment for wages at

15 less than the rate of the minimum wage would receive

16 wage supplement payments (in amounts which shall not

17 be greater than the difference between any registrant's

18 hourly wage and the minimum wage) for hours (not in

19 excess of 40 liours for any week) during which work is

20 performed by them in such employment;

21 (F) training allowances would be paid to regis-

22 trants with appropriate reductions in the amount of such

23 allowances in cases where registrants participate in train-

24 ing on less than a full-time basis; and

25 (G) there will be provided to the families partic-
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1 ipating in such program (i) child care services when

2 needed to facilitate participation, by any registrant, in

3 employment or a vocational training or similar training

4 program, (ii) family planning services, and (iii) other

5 appropriate supportive services.

6 (3) The term "family" means a family with children.

7 (b) (1) The Secretary of Health, Education, and Wel-

8 fare (hereinafter in this section referred to as the "Secre-

9 tary") is authorized, effective January 1, 1971, to plan for

10 and conduct, in accOrdance with the provisions of this see-

11 tion, not more than four test programs. One4alf of such pro-

12 grams shall be family assistance test programs and one-

13 half of such programs shall be workf are test programs.

14 (2) Whenever a family assistance test program is corn-

15 menced, there shall commence, on the same date as such pro-

16 gram, a workf are test program, and both such programs

17 shall (except as may otherwise be authorized by the Congress)

18 terminate on the same date. Except as may otherwise be au-

19 thorized by the Congress, no test program under this secticn

20 shall be conducted for a period of less than 24 months.

21 (3) Any such test program shall be conducted only in

22 and with respect to an area which consists of a State, one or

23 more political subdivisions of a State, or part of a political

24 subdivision of a State, and shall be applicable to all the

25 individuals who are residents of the State or the area of the
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1 State in and with respect to which such program is con-

2 ducted.

3 (4) During any period for which any such test pro-

4 gram is in effect in any State or in any area of a State, in-

5 dividuals residing in such State or the area of the State in

6 which such program is in effect shall not be eligible for aid

7 or assistance under any State plan or program for which the

8 State receives Federal financial assistance under part A of

9 title IV of the Social Security Act.

10 (5) The Secretary, in determining the areas in which

11 test programs under this section shall be conducted, shall

12 select areas with a view to assuring—

13 (A) that the number of participants in anj such

14 program will (to the maximum extent practicable) be

15 equal to the number of participants in any other such

16 program; and

17 (B) that the area in which any family assistance

18 test program is conducted shall be comparable (in terms

19 of size and composition of population, of average per

20 capita income, rate of unemployment, and other relevant

21 criteria) to an area in which a workf are test program

22 is conducted.

23 (c) (1) No test program under this section shall be con-

24 ducted in any State (or any area thereof) unless such State
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1 shall have entered into an agreement with the Secretary

2 under which the State agrees—

3 (A) to participate in the costs of such test program;

4 and

5 (B) to cooperate with the Secretary in the conduct

6 of such program.

7 (2) Under any such agreement, no State shall be re-

8 quired to expend, with respect to any test program conducted

9 within such State (or any area thereof), amounts greater

10 than the amounts which would have been expended with re-

11 spect to such State or area thereof (as the case may be),

12 during the period that such test program is in effect, under

13 the State plan of such State approved under part A of title

14 IV of the Social Security Act. For purposes of determining

15 the amount any State would have expended under such a plan

16 during the period that any such test program is in effect with-

17 in such State (or any area thereof), it shall be assumed that

18 the rate of State expenditure (from non-Federal funds)

19 under such plan would be equal to the average rate of State

20 expenditure (from non-Federal funds) under such plan for

21 the 12-month period immediately preceding the commence-

22 ment of such test program.

23 (d) (1) The Secretary shall, upon completion of any

24 plan8 for and prior to the commencement of any test pro-
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1 gram under this section, submit to the Committee on Finance

2 of the Senate and the Committee on Ways and Means of the

3 House of Representatives a complete and detailed description

4 of such program and shall invite and give consideration to

5 the comments and suggestions of such committees with respect

6 to such program.

7 (2) During the period that test programs are in opera-

8 tion under this section, the Secretary shall from time to time

9 (but not less frequently than once during any 12-month

10 period) submit to the Congress a report on such programs

11 which shall contain full and complete information and data

12 with respect to such programs and the operation thereof, to-

13 gether with such recommendations and comments of the

14 Secretary with respect to such programs as he deems

15 desirable.

16 (3) At the earliest practicable date after the termina-

17 tion of all test programs authorized to be conducted by this

18 section, the Secretary shall submit to the Congress a full and

19 complete report on sue/i pro grams and their operation to-

20 gether with the Secretary's evaluation of such programs and

21 such comments or recommendations of the Secretary with

22 respect to such programs as lie deems desirable.

23 (e) (1) The Secretary shall—

24 (A) in the planning of any test program under this

25 section; or

26 (B) in assembling information, statistics, or other
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1 materials, to be contained in any report to Congress

2 under this section;

3 consult with, and seek the advice and assistance of, the Gen-

4 eral Accounting Office and the General Accounting Office

5 shall consult with the Secretary and furnish such advice and

6 assistance to him upon request of the Secretary or at such

7 times as the Comptroller General deems de$irable.

8 (2) The operations of any test program conducted under

9 this section shall be reviewed by the General Accounting Of-

10 fice, and the books, records, and other documents pertaining

11 to any such program or its operation shall be available to the

12 General Accounting Office at all reasonable times for pur-

13 poses of audit, review, or inspection. The books, records, and

14 documents of each such program shall be audited by the Gen-

15 eral Accounting Office from time to time (but not less fre-

16 quently than once each year).

17 (3) During the period that test programs are in opera-

18 tion under this section, the Comptroller General shall from

19 time to time (but not less frequently than once during any 12-

20 month period) submit to the Congress a report on such pro-

21 grams which shall contain full and complete information and

22 data with respect to such programs and the operation there-

23 of, together with such recommendations and comments of the

24 Comptroller General with respect to such programs as he

25 deems desirable.
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1 (4) At the earliest practicable date after the termination

2 of all test programs authorized to be conducted by this sec-

3 tion, the Comptroller General shall submit to the Congress a

4 full and complete report on such programs and their opera-

5 tion together with his evaluation of, and comments and rec-

6 ommendations (if any) with respect to, such programs.

7 (f) In the administration of test programs under this

8 section, the Secretary shall provide safeguards whioh restrict

9 the use or disclosure of information identifying participants

10 in such programs to purposes directly connected with the ad-

11 ministration of such programs (except that nothing in this

12 subsection shall be construed to prohibit the furnishing of rec-

13 ords or information concerning participants in such pro-

14 grams to the Committee on Finance of the Senate or the Corn-

15 mittee on Ways and Means of the House of Representatives).

16 (g) For the purpose of enabling the Secretary to formu-

17 late operational plans and to conduct test programs under

18 this section, there are authorized to be appropriated for each

19 fiscal year such sums as may be necessary.

20 PILOT PROJECT TO BE ADMINISTERED BY REHABILITATION

21 SERVICES ADMINISTRATION

22 SEC. 562. (a) (1) The Secretary of Health, Educa-

23 tion, and Welfare is authorized to utilize the personnel and

24 facilities of the Rehabilitation Services Administration to con-
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1 duct in one location a pilot project of a welfare program for

2 needy families with children (including families where the

head of the family is employed but whose earnings are insuffi-

4 cient adequately to meet family needs) headed by individuals

5 who are able (or when provided with needed counseling, re-

6 habilitative services, and vocational training, have a potential

7 for becoming able) to work.

8 (2) (A) The pilot project authorized by this section shall

9 commence on the same date as the commencement of the first

10 family assistance test program to be commenced under sec-

11 tion 561 and such project shall terminate on the date of

12 termination of such test program.

13 (B) The Secretary, in determing the area in which such

14 pilot project shall be conducted, shall select an area which is

15 comparable (in terms of size and composition of population,

16 of acreage per capita income, rate of unemployment, and

17 'ther relevant criteria) to 'the area in which such family

18 assistance test program is to be conducted.

19 (b) (1) It shall be the purpose and objective of such pro j-

20 ect to encourage and assist adult individuals who are able to

21 work (or have a potential for becoming able to work) to pre-

22 pare for and obtain employment.

23 (2) Such individuals shall be provided with such coun-
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1 seling, rehabilitative, social, and other services (inaluding

2 child care services), such as vocational training as may

3 be necessary or appropriate to prepare them for and enable

4 them to accept employment.

5 (3) To the maximum extent feasible, such individuaLs

6 shall be prepared for and assisted in obtaining employment

7 the remuneration from which will be sufficient adequately to

8 meet family needs.

9 (c) Individuals who are residents of the area wherein

10 such pilot project is condncted shall not, during the period that

11 such project is in effect, be eligible for aid or assistance under

12 any State plan or program for which the State receives Fed-

13 eral financial assistance under part A of title IV of the

14 Social Security Act; but, such pilot project shall be admin-

15 istered in such manner that such individuals who would,

16 except for such pilot project, be eligible for aid or assistance

17 under any such plan or program, shall receive benefits equal

18 to those which would have been provided to them under such

19 plan or program.

20 (d) The Secretary may consult with the Secretary of

21 Labor concerning training or other manpower services to be

22 provided under any pilot project conducted under this sec-
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1 tion, and may with the consent of the Secretary of Labor

2 utilize, on a reimbursable basis, the personnel and facilities

3 of the Department of Labor in providing such services under

4 any such pilot project.

5 (e) The provisions of subsections (c), (d), (e), and

6 (f) or section 561 of this Act shall be applicable to the pilot

7 project authorized under this section in like manner as if

8 such project were a test program under such section 561.

9 (f) There are authorized to be appropriated such sums

10 as may be necessary to carry ovt the provisions of this section.

CERTAiN EFFECTIVE DATES POSTPONED IF STATE LEGIS-

12 LATURE DOES NOT CONVENE BEFORE 197f

13 SEC. 570. The requirements im posed by sections 520

14 (b) (14), 530, and 542 of this Act shall not be requirements

15 for the State plan of any State prior to July 1, 1972, if the

16 legislature of such State does not meet in a regular session

17 which closes before July 1, 1971.

18 TITLE m VI—MISCELLANEOUS PROVISIONS

19 MEANING OF TERM "SECRETARY"

20 SEc. 601. As used in titles I, II, IV, and V of this

21 Act, and in the provisions of the Social Security Act amended

22 by this Act, the term "Secretary," unless the context other-
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1 wise requires, means the Secretary of Health, Education,

2 and Welfare.

3 DEDUCTIBILITY OF ILLEGAL MEDICAL REFERRAL

4 PAYMENTS, ETC.

5 SEC. 602. (a) Section 162(c) of the Internal Revenue

6 Code of 1954 (relating to bribes and illegal kickbacks) is

7 amended—

8 (1) by striking out paragraphs (2) and (3) and
9 inserting in lieu thereof the following new paragraph.

10 "(2) OTHER ILLEGAL PAYMENTS.—No deduction

11 shall be allowed under subsection (a) for any payment

12 (other than a payment described in paragraph (1))
13 made, directly or indirectly, to any person, if the pay-

14 ment constitutes an illegal bribe or kickback under any

15 law of the United States, or under any law of a State

16 (but only if such State law is generally enforced), which

17 subjects the payor to a criminal or civil penalty (includ-

18 ing the loss of license or privilege to engage in a trade or

19 business). For purposes of this paragraph, a bribe or

20 kickback includes a payment in consideration of the

21 referral of a client, patient, or customer."; and

22 (2) by striking out "BRIBES AND ILLEGAL KICK-

23 BACKS." in the heading of such section and inserting in
24 lieu thereof "ILLEGAL BRIBES, KICKBACKS, ETC.".
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1 (b) The amendments made by subsection (a) shall ap-

2 ply with respect to payments made after Decenther 30, 1969.

3 REQUIRED INFORMATION RELATING TO EXCESS MED-

4 ICARE TAX PAYMENTS BY RAILROAD EMPLOYEES

SEC. 603. (a) Section 6051 (a) of the Internal Revenue

6 Code of 1954 (relating to requirement of receipts for em-

7 plo yees) is amended—

(1) by striking out "section 3101, 3201, or 3402"

9 in the matter preceding paragraph (1) and inserting in

io lieu thereof "section 3101 or 3402";

11 (2) by inserting "and" at the end of paragraph

12 (5), and by striking out "; and" at the end of paragraph

13 (6) and inserting in lieu thereof a period; and

14 (3) by striking out paragraphs (7) and (8).

15 (b) Section 6051 (c) of such Code (relating to addi-

16 tional requirements) is amended by striking out "sections

17 3101 and 3201" in the second sentence and inserting in lieu

18 thereof "section 3101".

19 (c) Section 6051 of such Code (relating to receipts for

20 employees) is amended by adding at the end thereof the fol-

21 lowing new subsection:

22 "(e) RAILROAD EMPLOYEES.—

23 "(1) ADDITIONAL REQUIREMENT.—E very person
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1 required to deduct and withhold tax under section 3201

2 from an employee shall include on or with the statement

3 required to be furnished such employee under subsection

4 (a) a notice concerning the provisions of this title with

5 respect to the allowance of a credit or refund of the tax
6 on wages imposed by section 3101 (b) and the tax on

7 compensation imposed by section 3201 or 3211 which
8 is treated as a tax on wages imposed by section 3101 (b).

9 "(2) INFORMATION TO BE SUPPLIED TO EM-

10 PLOYEES.—Each person required to deduct and withhold

tax under section 3201 during any year from an em-
12 ployee who has also received wages during such year
13 subject to the tax imposed by section 3101 (b) shall, upon

14 request of such employee, furnish to him a written state-

15 ment showing—

16 "(A) the total amount of compensation with

17 respect to which the tax imposed by section 3201

18 was deducted,

19 "(B) the total amount deducted as tax under
20 section 3201, and

21 "(C) the portion of the total amount deducted

22 as tax under section 3201 which is for financing the

23 cost of hospital insurance under part A of title

24 XVIII of the Social Security Act."
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1 (d) The amendments made by this section shall apply

2 in respect of remuneration paid after December 31, 1969.

3 REPORTING OF MEDICAL PAYMENTS

4 Siic. 604. (a) Subpart B of part III of subchapter A

5 of chapter 61 of the Internal Revenue Code of 1954 (re-

6 lating to information concerning transactions with other

7 persons) is amended by adding at the end thereof the follow-

8 ing new section:

"SEC. 6050A. RETURNS REGARDING PAYMENTS TO PRO-

10 VIDERS OF HEALTH CARE SERVICES.

11 "(a) REQUIREMENT OF REPORTING.—

12 "(1) PAYMENTS TO PROVIDERS.—Every person

13 who during any calendar year (beginning with calendar

14 year 1971) makes payments aggregating $600 or more

15 to a provider of health care services for health care serv-

16 ices furnished by such provider or by another such pro-

17 vider shall make a return according to the forms or

18 regulations prescribed by the Secretary or his delegate

19 setting forth the total amount of such payments made to

20 such provider during the calendar year, and the name

21 and address of such provider.

22 "(2) PAYMENTS IN REIMBURSEMENT OF CERTAIN

23 AMOUN2S PAID OR PAYABLE TO PROVIDERS UNDER

24 GOVERNMENT PROGRAMS .—Every person who during
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1 any calendar year (beginning with calendar year 1972)

2 makes payments to one or more persons in reimburse-

3 ment of amounts aggregating $600 or more paid or pay-

4 able to a provider of health care services for health care

5 services furnished by such provider or by another such

6 provider under a Government health care program shall

7 make a return according to the forms or regulations pre-

8 scribed by the Secretary or his delegate setting forth the

9 total amount paid or payable to such provider during the

10 calendar year with respect to which such reimburse-

ments were made, and the name and address of such

12 provider.

13 "(b) EXCEPTIONS.—

14 "(1) EXEMPT ORGANIZATION&—Subsectjons (a)

15 (1) and (2) shall not apply to any payment to, or

16 amount paid or payable to, an organization—

17 "(A) which is described in section 501 (c) (3)

18 and is exempt from taxation under section 501 (a), or

19 "(B) which is an agency or instrumentality of

20 the United States or of any State or political sub-

21 division thereof.

22 "(2) CERTAIN DIRECT PAYMENTS.—Subsection

23 (a) (1) shall not apply to—

24 "(A) any payment by an individual for health
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1 care services furnished to himself or any other in-

2 dividual (other than any such payment made in the

3 course of a trade or business), or

4 "(B) any payment of wages (as defined in sec-

5 tion 3401 (a)) with respect to which a statement is

6 made under section 6051.

7 "(3) PAYMENTS SPECIFIED IN REGULATIONS.—

8 The Secretary or his delegate may by regulations specify

9 payments to which subsection (a) (1) shall not apply

10 and amounts paid or payable to which subsection (a) (2)

11 shall not apply.

12 "(c) DEFINITIONS.—For purposes of this section—

13 "(1) HEALTH CARE SERVICES.—The term 'health

14 care services' means—

15 "(A) services described in paragraphs (1)

16 throngh (9) of section 1861 (s) of the Social Secu-

17 rity Act, or (to the extent not described therein) in

18 paragraphs (1) through (15) of section 1905(a) of

19 such Act, and

20 "(B) such other services (similar or related to

21 the services described in subparagraph (A)) as the

22 Secretary or his delegate may prescribe by

23 regulations.
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1 "(2) PROVIDERS OF SERVICES.—The term 'pro-

2 vider of health care services' means any person who fur-

3 nihes health care services, except any such person whose

4 services are principally the selling or leasing of items of

5 personal property.

6 "(3) GOVERNMENT HEALTH CARE PROGRAMS.—

7 The term 'Government health care program' means any

8 program for providing health care services which is ad-

9 mini$tered by any department, agency, or instrumen-

10 tality of the Government of the United Statesor is funded

11 to a substantial extent by the United States, and includes

12 (but is not limited to) the programs provided under—

13 "(A) titles V, XVIII, and XIX of the Social

14 Security Act,

15 "(B) chapter 89 of title 5, United States Code,

16 and the Retired Federal Employees Health Benefits

17 Act,

18 "(C) chapter 55 of title 10, United States
19 Code, and

20 "(D) chapter 17 of title 38, United States
21 Code.

22 "(d) RETURNS BY GOVERNMENT OFFICERS.—Any re-
23 turn required under subsectiin (a) with respect to pay-
24 ments or reimbursements made by the United States, any
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1 State or political subdivision thereof, or any agency or in-

2 strumentality of the foregoing, shall be m,ade by the officers

or employees having information as to such payment .9 or

4 reimbursements.

5 "(e) STATEMENTS To BE FURNISHED TO PROVIDERS

6 WITH RESPECT TO WHOM INFORMATION Is FUR-

7 NISHED.—Every person making a return under subsection

8 (a) shall furnish to each provider of health care services

9 whose name is set forth in such return a written statement

showing—

11 "(1) the name and address of the person making

12 such return, and

13 "(2) the total amount of payments described in sub-

14 section (a) (1) made to the provider as shown on such

15 return, and the total amounts paid or payable to the

16 provider with respect to which reinthurseirtents described

17 in subsection (a) (2) were made as shown on such return.

18 The written statement required under the preceding sentence

19 shall be furnished to the provider on or before January 31 of

20 the year following the calendar year for which the return

21 under subsection (a) was made.

22 "(f) RECIPIENT To FURNISH REQUIRED INFORMA-

23 TION.—UpOfl demand of a person making payments to, or in



508

1 reimbursement of amounts paid or payable to, a provider of

2 health care services, there shall be furnished to such person

3 by such provider—

4 "(1) his name and address, and (if different) the

5 address used for purposes of filing his income tax return,

6 and

7 "(2) such identifying number as may be prescribed

8 for securing proper identification of such provider.

9 "(g) RETENTION OF RECORDS.—Every person making

10 a return under subsection (a) shall—

11 "(1) retain the records and other documents relat-

12 ing to the payments and reimbursements with respect to

13 which such return is made for such time as the Secretary

14 or his delegate prescribes by regulations, and

15 "(2) make such records and documents available to

16 the Secretary or his delegate whenever in the judgment

17 of the Secretary or his delegate such records and docu-

18 ments are necessary to the determination of the tax im-

19 posed on any person under subtitle A.

20 "(h) STUDY OF PRACTICES IN COLLECTING PAYMENTS

21 HEALTH CARE SERVICES.—

22 "(1) JOINT STUDY BY SECRETARIES OF TREASURY

23 AND HEALTH, EDUCATION, AND WELFARE.—The Secre-

24 tary and the Secretary of Health, Education, and Wel.

25 fare shall make a joint continuing study of the practices
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1 of providers of health care services in collecting payments

2 for health care services (A) from insurance companies

3 which provide health care insurance coverage for mdi-

4 viduals and (B). from the individuals for whom such

5 services are furnished.

6 "(2) REPORTS TO CONGRESSIONAL COMMITTEES.—

7 The Secretary and the Secretary of Health, Education,

8 and Welfare shall, on or betore June 30 of each year

9 (beginning with 1971), report the results of their study

10 under paragraph (1) to the Committee on Finance of

11 the Senate and the Committee on Ways and Means of the

12 House of Representatives."

13 (b) (1)The table of sections for subpart B of part III

14 of subchapter A of chapter 61 of the Internal Revenue Code

15 of 1954 is amended by adding at the end thereof the follow-

16 ing new item:

"Sec. 8050A. Retwrne regarding payments to providers of
health care services."

17 (2) Section 6041 (a) of such Code (relating to in-

18 formation at source) is amended by striking out "or 6049

19 (a) (1)" and inserting in lieu thereof "6049 (a) (1), or

20 6050A (a)".

21 (3) Section 6652 (a) of such Code (relating to failure

22 to file certain information returns) is amended—

23 (A) by striking out "or" at the end of paragraph

24 (2);
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1 (B) by inserting "or" at the end of paragraph (3);

2 (0) by inserting after paragraph (3) the following

3 new paragraph:

4 "(4) to make a return required by section 6050A

5 (a) (relating to reporting payments made to providers of

6 health care services, etc.) with respect to payments to a

7 provider of health care services and amounts paid or

8 payable to such a provider for which reimbursements

were made,"; and

10 (D) by striking out "(2) or (3)" and inserting in

lieu thereof "(2), (3), or (4)".
12 (4) Section 6678 of such Code (relating to failure to

13 furnish certain statements) is amended—

14 (A) by inserting "6050A (e)," before "or 6052

15 (b)"; and

16 (B) by inserting "6050A (a)," before "or 6052

17 (a)".

18 (c) Title XI of the Social Security Act is amended by

19 adding after section 1129 (as added by section 546 of this

20 Act) and before section 1151 (as added by section 245 of

21 this Act) the following new section.

22 "RECORDS WITH RESPECT TO MEDICAL AND HEALTH CARE

23 ITEMS AND SERVICES

24 "SEc. 1130. (a) It shall be the duty of the Secretary to

25 compile, keep, and maintain, for each calendar year (be-
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1 ginning with the calendar year 1970), such records as may

2 be necessary accurately to indicate—

3 "(1) the. identity (by name, address, medical or

4 health care specialty, and such other identifying criteria

5 as may be appropriate) of each person who, during the

6 calendar year, furnishes medical or health care items or

7 services to any individual, the number of individuals

8 to whom such items or services were furnished by

9 such person during such year, and the items and

10 services furnished to such individuals by such per-

son during such year, if all or any part of the cost

12 or charge attributable to the provision of such items or

13 services is payable under a pro grain established by title

14 XVIII or under any program or project under or estab-

15 lished pursuant to this title, title V, or title XIX; and

16 "(2) with respect to each person referred to in para-

17 graph (1), the aggregate of the amounts of the costs or

18 charges attributable, under each program or project

19 referred to in such paragraph, to medical or health care

20 items or services furnished, during the calendar year, by

21 such person to individuals under such programs and pro j-

22 ects (including, in the aggregate amount of costs or

23 charges so attributable, the amount.s paid to individuals

24 by reason or on account of the furnishing by such per-

25 son of such items or services to such individuals).
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1 "(b) (1) In order to carry out the provisions of sub-

2 section (a), the Secretary shall require persons, agencies, or

3 agents (including carriers and intermediaries utilized under

4 title XVIII and fiscal agents and insurers utilized under any
5 program established under or pursuant to title V or XIX)
6 administering, or assisting in the administration of, any pro-
7 gram or project referred to in subsection (a) (1) to collect,

8 and submit to the Secretary at such time or times as the See-
9 retary may require, such data and information as the See-

10 retary may deem necessary or appropriate. Such persons,
11 agents, carriers, intermediaries, fiscal agents, and insurers
12 shall utilize, in supplying the data and information provided

13 for in the preceding sentence, the identifying numbers re-

14 quired under paragraph (2) as the basic means of identify-

15 ing persons referred to in subsection (a) (1).

16 "(2) The Secretary shall require, for purposes of iden-

17 tifying the persons referred to in subsection (a) (1), the em-

18 ployment of the identifying numbers utilized on returns re-
19 quired with respect to payments to such persons pursuant to

20 section 6050A of the Internal Revenue Code of 1954.
21 "(c) (1) The Secretary shall submit to the Committee on

22 Finance of the Senate and the Committee on Ways and
23 Means of the House of Representatives with respect to each
24 calendar year, beginning with the calendar year 1970, a
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1 report indicating the name, address, and medical or health

2 care specialty of each person who, during such year, fur'-

3 n,ished medical or health care items or services to individuals

4 the costs of or charges for which give rise to payments under

5 one or more. of the programs or projects referred to in subsec-

6 tion (a) (1) of $25,000 or more. Such report shall indicate

7 the amount of payments under each of such programs or

8 projects attributable to such items or services furnished dur—

9 ing such year by each such person, the number of different

10 individuals to whom such items or services were furnished by

11 such person during such year, and the items and services fur-

12 nished to such individuals by such person during such year.

13 "(2) Such report for the calendar year 1970 shall be

14 submitted not later than June 30, 1971, and such report for

15 each succeeding calendar year shall be submitted not later

16 than June 30 of the following calendar year."

17 APPOINTMENT AND CONFIRMATION OF ADMINISTRATOR OF

18 SOCIAL AND REHABILiTATION SERVICES

19 SEC. 605. Appointments made on or after the date of

20 enactment of this Act to the office of the Administrator of the

21 Social and Rehabilitation Service, within the Department of

22 Health, Education, and Welfare, shall be made by the

23 Predent, by and with the advice and consent of the Senate.

H.R. 17550 17
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1 ADVISORY COUNCIL ON SOCIAL SECURITY; CHANGE IN

2 REPORTING DATE

3 Siic. 606. So much of section 706(d) of the Social

4 Security Act as precedes paragraph (1) is amended by

5 inserting immediately after "appointed," the following:

6 "(except that the Council appointed in 1969 shall submit

7 its reports to the Secretary not later than March 1, 1971)".
8 VETERANS' PENSIONS

9 SEC. 607. (a) (1) The table in subsection (b) of section

10 521 of title 38, United States Code, is amended to appear

as follows:

"Column I Column II

Annual income

More than— but Equal to or
les., than—

$400
$400 500
500 600
600 700
700 800

110

800
106

900 1,000
102

1, 000
1,100
1,200

1, 100

1,200
1,300

94
90

1,300 1,400 81
1,400
1,500

1,500
1,800

76

1,600 1,700
1, 700

1,800
1,900
2,000

1, 800

1,900
2,000
2,100

84
58
52
46
38

2, 100 2, 200
2, 200 2, 300

34
30".
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1 (2) The table in subsection (c) of such section 521 is

2 amended to appear as follows:

"Column I Column II Column III Column IV

Annual income

More Equal to
than— but or less

than—

One
dependent

Two
dependents

Three
or more

dependents

$600
700
800
900

1,000
1,100
1,200
1,300
1,400
1,500
1,800
1, 700
1,800
1,900
2,000
2,100
2,200
2,300
2,400
2,500
2,600
2,700
2,800
2,900
3,000
3,100
3,200
3,300
3,400
3,500

$600
700
800
900

1,000
1,100
1,200
1,300
1,400
1,500
1,600
1,700
1,800
1,900
2,000
2,100
2,200
2,300
2,400
2,500
2,600
2, 700
2,800
2,900
3,000
3,100
3,200
3,300
8,400
3,500
3,800

$180
128
126
124
122
120
118
116
114
112
110
107
104
101
98
95
92
89
88
83
80
77
74
71
68
84
80
58
51
48
35

$185
133
181
129
127
125
122
119
116
113
110
107
104
101
98
95
92
89
86
83
80
77
74
71
88
64
80
58
51
48
85

$140
187
134
131
128
125
122
119
118
113
110
107
104
101
98
95
92
89
88
83
80
77
74
71
68
64
80
56
51
43
35"
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1 (3) The table in subsection (b) of section 541 of title

2 38, United States Code, is amended to appear as follows:

"Column I Column II

Annual income

More than— but Equal to or
lees than—

$400
500
600
700
800
900

1,000
1,100
1,200
1,300
1,400
1,500
1, 600
1, 700
1,800
1, 900
2,000
2,100
2, 200

$400
500
600
700
800
906

1,006
1,100
1,200
1,300
1,400
1,500
1,600
1, 700
1, 800
1,900
2, 000
2,100
2,200
2, 300

$80
78
76
74
72
69
86
63
60
57
54
51
47
43
39
35
30
24
21
18"
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1 (4) The table in subsection (c) of such section 541

2 is amended to appear as follows:

"Column I Column II

Annual income

More than— but Equal to or
1e88 than—

$600
700
800
900

1,000
1,100
1,200
1,300
1,400
1,500
1,600
1, 700
1,800
1,900
2,000
2, 100
2, 200
2, 300
2,400
2, 500
2, 600
2, 700
2, 800
2,900
3,000
3,100
3, 200
3,300
3, 400
3,500

$600
700
800
900

1,000
1,100
1,200
1,300
1,400
1,500
1,600
1,700
1, 800
1,900
2,000
2,100
2, 200
2,300
2, 400
2, 500
2,600
2, 700
2, 800
2, 900
3,000
3,100
3,200
3, 300
3, 400
3,500
3, 600

$97
98
95
94
98
92
91
89
87
85
83
81
79
77
75
73
71
89
67
85
63
61
59
57
55
53
51
49
47
45
42"

(5) Subsection (d) of such section 541 is amended by

striking out "$16" and inserting in lieu thereof "$17".

(6) Section 542 (a) of title 38, United States Code, is

6 amended by striking out "$40" and "$16" and inserting in

lieu thereof "$43" and "$17", respectively.
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1 (b) (1) The table in subsection (b) (1) of section 415

2 of title 38, United States Code, is amended to appear as

3 follows:

"Column I Column II

Total annual income

More than— but Equal to or
less than—

$800
900

1, 000
1, 100
1,200
1, 300
1,400
1,500
1, 600
1, 700
1,800
1, 900
2, 000
2, 100
2,200

$800
.900

1,000
1, 100
1, 200
1,800
1, 400
1,500
1,800
1, 700
1, 800
1,900
2, 000
2, lOG
2, 200
2,300

$94
90
86
82
78
89
62
55
48
41
34
28
22
16
14
12"

4 (2) The table in subsection (c) of such section 415

5 is amended to appear as follows:

"Column I Column II

Total annual income

More than— but Equal to or
less than—

$800
900

1, 000
1, 100
1, 200
1, 300
1, 400
1, 500
1, 600
1, 700
1,800
1,900
2,000
2, 100
9,200

$800
900

1, 000
1, 100
1, 200
1, 300
1, 400
1, 500
1, 600
1, 700
1, 800
1,900
2,000
2,100
2, 200
2,300

$63
61
58
54
51
47
42
37
32
28
24
21
18
15
13
12"
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(3) The table in subsection (d) of such section 415 is

2 amended to appear as follows:

"Column I Column II

Total combined annual income

More than— but Equal to or
less than—

$1, 000 $63
$1,000 1,100 62

1,100 1,200 60
1,200 1,300 58
1,300 1,400 56
1,400 1,500 54
1,500 1,600 52
1,600 1,700 50
1,700 1,800 48
1,800 1,900 46
1,900 2,000 44
2,000 2,100 42
2,100 2,200 40
2, 200 2, 300 38
2, 300 2, 400 36
2, 400 2, 500 34
2, 500 2, 600 32
2, 600 2, 700 30
2, 700 2, 800 28
2, 800 2, 900 26
2, 900 3, 000 24
3, 000 3, 100 22
3,100 3,200 20
3,200 3,300 18
3,300 3,400 16
3,400 3,500 14
3,500 3,600 12"

3 (c) Clause (G) of section 415(g) (1) of title 38,

4 United States Code, and clause (6) of section 503 of such

5 title are hereby repealed.

6 (d) The amendments rmade by this section shall be-

7 come effective January 1, 1971.

8 DISREGARDING OF SOCIAL SECURITY INCREASES UNDER

9 WELFARE PROGRAMS

10 SEC. 608. (a) Section 1007 of the Social Security

11 Amendments of 1969, as amended by section 2(b) of Public

12 Law 91—306, is amended to read as follows:
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1 "SEc. 1007. In addition to the requirements imposed by

2 law as a condition of approval of a State plan to provide

3 aid to individuals under title I, X, XIV, or XVI of the
4 Social Security Act, there is hereby imposed the requirement

5 (and the plan shall be deemed to require) that, in the case

6 of any individual found eligible (as a result of the require-
7 ment imposed by this section or otherwise), for aid for any
8 month after March 1970 and before January 1.972 who also

receives in such month—

10 "(1) a monthly insurance benefit under title II of

such Act, the sum of the aid received by him for such
12 month, plus the monthly insurance benefit received by
13 him in such month, shall not be less than the sum of the
14 aid which would have been received by him for such month
15 under the State plan as in effect for March 1970, plus
16 either

17 "(A) the monthly insurance benefit which was
18 or would have been received by him in March 1970
19 without regard to the other provisions of this title plus
20 $4, or

21 "(B) the monthly insurance benefit which was
22 or would have been received by him in March 1.970
23 under the provisions of this title,
24 whichever is less (whether this requirement is satisfied
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1 by disregarding a portion of his monthly insurance

2 benefit or otherwise), or

3 "(2) a monthly payment of annuity or pension

4 under the Railroad Retirement Act of 1937 or the Rail-

5 road Retirement Act of 1935, the sum of the aid received

6 by him in such month, plus the monthly payment of such

7 annuity or pension received by him in such month (not

8 including any part of such annuity or pension which is

9 disregarded 'under section 1006), shall (except as other-

10 wise provided in the succeeding sentence) not be less

11 than the sum of the aid which would have been received

12 by him for such month under such plan as in effect for

13 March 1970, plus either

14 "(A) the monthly payment of annuity or pen-

15 sion which was or would have been received by him

16 in March 1970 without regard to the provisions of

17 any Act enacted after May 30, 1970, and before

18 December 31, i971, whiekprovides general increases

19 in th amount of such monthly payment of annuity

20 or pension plus $4, or

21 "(B) the monthly payment of annuity or pen-

22 sion which was or would have been received by him

23 in March 1970, taking into account the provisions

24 of such Act (if any),
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ii whichever is less (whether this requirement is satisfied by

2 disregarding a portion of his monthly paym.ent of annuity

3 or pension or otherwise)."

4 (b) Notwithstanding the provisions of sections 2(a)

5 (10), l002(a) (8), 1402(a) (8), and 1602(a) (13) and

6 (14) of the Social Security Act, each State, in determining

7 need for aid or assistance under a State plan approved tinder

8 title I, X, XIV, or XVI, of such Act, shall disregard (and

9 the plan shall be deemed to require the State to disregard),

10 in addition to any other amounts which the State is required

11 or permitted to disregard in determining such need, any

12 amount paid to an individual under title II of such Act (or

13 under the Railroad Retirement Act of 1937 by reason of the

14 first proviso in section 3(e) thereof), in any mont/i after

15 December 1970, to the extent that (1) such payment is at-

16 tributable to the increase in monthly benefits under the old-

17 age, survivors, and disability insurance system for January

18 or February 1971 resulting from the enactment of this Act,

19 and (2) the amount of such increase is paid separately

20 from the rest of the monthly benefit of such individual for

21 January or February 1971.

22 (c) In addition to the requirements imposed by law as

23 a condition of approval of a State plan to provide aid or

24 assistance to individuals under title I, X, XIV, or XVI
25 of the Social Security Act, there is hereby imposed the re-

26 quirement (and the plan shall be deemed to require) that, for
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1 months after March 1971, and before January 1972, the

2 amount of aid or assistance payable to any individual under

3 any such plan shall be corn puted in such manner as the

4 Secretary of Health. Education, and Welfare shall by regu-

5 lations prescribe to assure that any increase n the amount

6 of such aid or assistance which is required by reason of the

7 provisions of section 502 of this Act shall be in addition to,

8 and not in lieu of, any increase in the amount of such aid

9 or assistance which is or would be required by section 1007

10 of the Social Security Amendments of 1969, as amended.

11 ACCEPTANCE OF MONEY GIFTS MADE UNCONDITIONALLY

12 TO THE SOCIAL SECURITY ADMINISTRATION

13 SEC. 609. (a) The second sentence of section 201 (a)

14 of the Social Security Act is amended by inserting after

15 "in addition," and before "such amounts" the following:

16 "snch gifts and bequests as may be made thereto, and".

17 (b) The second sentence of section 201 (b) of such

18 Act is amended by inserting after "consist of" and before

19 "such amounts" the following: "such gifts and bequests as

20 may be made thereto, and"..

21 (c) Section 201 of such Act is further amended by

22 adding after subsection (h) the following new subsection:

23 "(i) (1) The Managing Trustee of the Federal Old-

24 Age and Survivors Insurance Trust Fund, the Federal Dis-

25 ability Insurance Trust Fund, the Federal Hospital Insur-



524

1 ance Trust Fund, and the Federal Supplementary Medical

2 Insurance Trust Fund is authorized to accept on behalf of

3 the United States gifts and bequests made unconditionally

4 to such Trust Funds or to the Social Security Administra-

5 tion.

6 "(2) Any such gift accepted pursuant to the authority

7 granted in paragraph (1) of this subsection shall be deposited

8 in—

9 "(A) the specific trust fund designated by the
10 donor, or

11 "(B) if the donor has not so designated, to the
12 Federal Old-Age and Survivors Insurance Trust
13 Fund."

14 (d) The second sentence of section l817(a) of such
15 Act is amended by inserting after "consist of" and before
16 "such amounts" the following: "such gifts and bequests as
17 may be made thereto, and".

18 (e) The second sentence of section 1841 (a) of such
19 Act is amended by inserting after "consist of' and before
20 "such amounts" the following: "such gifts and bequests as
21 may be made thereto, and".

22 (f) The amendments made by this section shall apply
23 with respect to gifts received after the date of enactment

of this Act.

25 (g) For the purpose of Federal income, estate, and gift
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1 taxes, any gift or bequest to the Federal Old-Age and Survi-

2 vors Insurance Trust Fund, the Federal Disability Insurance

3 Trust Fund, the Federal Hospital Insurance Trust Fund,

4 or the Federal Supplementary Medical Insurance Trust

5 Fund, or the Social Security Administration, which is

6 accepted by the Managing Trustee of such Trust Funds under

7 the authority of section 201(i) of the Social Security Act,

8 shall be considered as a gift or bequest to or for the use of the

9 United States and as made for exclusively public purposes.

10 LOANS TO ENABLE CERTAIN FACILITIES TO MEET REQUIRE-

11 MENTS OF LIFE SAFETY CODE

12 SEC. 610. (a) It is the purpose of this section to provide

13 assistance in the form of loans to hospitals and extended care

14 facilities, which are providers of service participating in the

15 health insurance program established by title XVIII of the

16 Social Security Act, in meeting requirements of the Life

17 Safety Code of the National Fire Protection Association.

18 (b) The Secretary of Health, Education, and Welfare

19 (hereinafter referred to as the "Secretary") is authorized

20 for a period of five years commencing January 1, 1971, to

21 lend to any hospital or extended care facility described in

22 subsection (a) a sum sufficient to enable such hospital or

23 extended care facility to install sprinkler systems and such

24 as are necessary to meet the requirements of the Life Safety

25 Code of the National Fire Protection Association, bnf only

FER. 17550 18
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1 if a State planning agency described in section. 314(a), sec-

2 tion 314(b), or section 604(a) of the Public Health Service

3 Act (or such other appropriate planning agency as may be

4 designated by the Secretary) determines that the proposed

5 expenditure should be made to permit the continued participa-

6 tion of such hospital or extended care facility in the program

7 established by title XVIII f the Social Security Act, and

8 that the proposed investment is not inconsistent with, or in-

9 appropriate in terms of area needs for the facility concerned.

10 (c) (1) Loans under this section shall be made only

11 upon application there for and shall be made by the Secretary

12 in such amounts as the Secretary determines to be appropriate

13 to carry out the purposes of this section and protect the

14 financial interests of the United States.

15 (2) The rate of interest to be charged for any loan under

16 this sectiom shall be the average of the rates of interest on

17 obligations issued for purchase by the Federal Hospital In-

18 surance Trust Fund as determined at the time such loan is
19 made.

20 (3) Such loans shall be repaid over a period of not to
21 exceed 10 years, in equal periodic installments to be made
22 not less frequently than annually.

23 (4) Such loans shall become due and payable in full at
24 once if the Secretary determines (A) that the funds in ques-
25 tion were not used for the purpose specified in the loan
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1 application, or (B) that the facility has ceased to make its

2 services available to a reasonable proportion of persons en-

3 titled to benefits under title XVIII of the. Social Security

4 Act in the area served by such facility and who require

5 such services.

6 (d) No hospital or extended care facility shall be eligible

7 for a loan under this section unless—

8 (1) it was in operation and participating as a pro-

9 vider of services under title XVIII of the Social Security

10 Act on January 1, 1971,

11 (2) the building in which the sprinkler system is to

12 be installed was constructed prior to January 1, 1971,

13 and

14 (3) the Secretary is satisfied that• the applicant is

15 unable to secure such loan from other sources or. is unable

16 to secure such loan from other sources at a reasonable

17 rate of interest and on reasonable terms and conditions.

18 (e) There are authorized to be appropriated for the

19 fiscal year ending June 30, 1970, and for each of the netct

20 five fiscal years such sums as may be necessary to carry out

21 this section.

22 RETIREMENT INCOME CREDIT

23 SEC. 611. (a) Section 37(d) of .the Internal Revenue

24 Code of 1954 (relating to limitation on retirement income) is

25 amended—
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1 (1) by striking out "$1,524" in the matter preced-

2 ing paragraph (1) and inserting in lieu thereof

3 "$1,872";

4 (2) by striking out "$1,200" in paragraph (2)
5 (B) and inserting in lieu thereof "$1,680"; and

6 (3) by striking out "$1,700" each place it appears
7 in paragraph (2) (B) and inserting in lieu thereof

8 "$2,880".

9 (b) Section 37(i) of such Code (relating to special rules
10 for married couples) is amended by striking out "$2,286"

in paragraph (2) (B) and inserting in lieu thereof "$2,808".
12 (c) The amendments made by this section shall apply to
13 taxable years beginning after December 31, 1970.

14 TAX CREDIT FOR CERTAIN EXPENSES INCURRED IN WORK

15 iNCENTIVE PROGRAMS

16 SEC. 612 (a) Subpart A of part IV of subchapter
17 A of chapter 1 of the Internal Revenue Code of 1954 (relat-
18 ing to credits allowable) is amended by renumbering section
19 40 as section 41, and by inserting after section 39 the follow-
20 irtg new section:

21 "SEC. 40. EXPENSES OF WORK INCENTIVE PROGRAMS.

22 "(a) GENERAL RULE.—Tliere shall be allowed, as a
23 credit against the tax imposed by this chapter, the amount
24 determined under subpart C of this part.
25 "(b) REGULATIONS.—The Secretary or his delegate
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1 shall prescribe such regulations as may be necessary to carry

2 out the purposes of this sectiin and subpart C."

3 (b) Part IV of subchapter A of chapter 1 of such Code

4 (relating to credits against tax) is amended by adding at the

5 end thereof the following new subpart:

6 "Subpart C—Rules for Computing Credit for Expenses of

7 Work Incentive Programs

"Sec. 50. Amount of credit.
"Sec. SOA. Definitions; special rules.

8 "SEC. 50. AMOUNT OF CREDIT.

9 "(a) DETERMINATION OF AMOUNT.—

10 "(1) GENERAL RULE.—The amount of the credit

11 allowed by section 40 for the taxable year shall be equal

12 to 20 percent of the work incentive program expenses

13 (as defined in section 50A (a)).

14 "(2) LIMITATIoN BASED ON AMOUNT OF TAX.—

15 Notwithstanding paragraph (1), the credit allowed by

16 section 40 for the taxable year shall not exceed—

17 "(A) so much qf the liability for the taxable

18 year as does not exceed $25,000, plus

19 "(B) 50 percent of so much of the liability for

20 tax for the taxable year as exceeds $25,000.

21 "(3) LIABILITY FOR TAX.—For purposes of para-

22 graph (2), the liability for tax for the taxable year

23 shall be the tax imposed by this chapter for such year,

24 reduced by the sum of the credits allowable under—
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1 "(A) section 33 (relating to foreign tax

2 credit),

3 "(B) section 35 (relating to partially tax

4 exempt interest),

5 "(C) section 37 (relating to retirement in-

6 come), and

7 "(D) section 38 (relating to investment in cer-

8 tam depreciable property).

9 For purposes of this paragraph, any tax imposed for the

10 taxable year by section 531 (relating to accumulated

11 earnings tax), section 541 (relating to personal holding

12 company tax), or section .1378 (relating to tax on

13 certain capital gains of subchapter S corporations), and

14 any additional tax imposed for the taxable year by sec-

15 tion 1351(d) (1) (relating to recoveries of foreign ex-

16 propriation losses), shall not be considered tax imposed

17 by this chapter for such year.

18 "(4) MARRIED INDIVIDUALS. In the case of a

19 husband or wife who files a separate return, the amount

20 specified under subparagraphs (A) and (B) of para-

21 graph (2) shall be $12,500 in lieu of $25,000. This

22 paragraph shall not apply if the spouse of the taxpayer

23 has no work incentive program expenses for, and no

24 unused credit carryback or carryover to, the taxable year

25 of such spouse which ends within or with the taxpayer's

26 taxable year.
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1 "(5) CONTROLLED GROUPS.—ifl the case of a con-

2 trolled group, the $25,000 amount specified under para-

graph (2) shall be reduced for each component member

of such group by apportioning $25,000 among the corn-

5 ponent members of such group in such manner as the See-

6 retary or his delegate shall by regulations prescribe. For

7 purposes of the preceding sentence, the term 'controlled

s group' has the meaning assigned to such term by section

9 1563(a).

10 "(b) CARRYBACK AND CARRYOVER OF UNUSED

11 CREDIT.—

12 "(1) ALLowANCE OF CREDIT.—If the amount of

13 the credit determined under subsection (a) (1) for any

14 taxable year exceeds the limitation provided by sub-

15 section (a) (2) for such taxable year (hereinafter in

16 thi3 subsection referred to as 'unused credit year'), such

17 excess shall be—

18 "(A) a work incentive program credit carry-

19 back to each of the 3 taxable years preceding the

20 unused credit year, and

21 "(B) a work incentive program credit carry-

22 over to each of the 7 taxable years following the

23 unused credit year,

and shall be added to the amount allowable as a credit

25 by section 40 for such years, except that such exces3
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1 may be a car ryback only to a taxable year beginning

2 after December 31, 1970. The entire amount of the

3 unused credit for an unused credit year shall be carried

4 to the earliest of the 10 taxable years to which (by

5 reason of subparagraphs (A) and (B)) such credit

6 may be carried, and then to each of the other 9 taxable

7 years to the extent that, because of the limitation con-

8 tamed in paragraph (2), such unused credit may not

9 be added for a prior taxable year to which such unused

10 credit may be carried.

11 "(2) LIMITATwN.—The amount of the unused

12 credit which may be added under paragraph (1) for

13 any preceding or succeeding taxable year shall not

14 exceed the amount by which the limitation provided by

15 subsection (a) (2) .f or such taxable year exceeds the sum

16 of—

17 "(A) the credit allowable under subsection (a)

18 (1) for such taxable year, and

19 "(B) the amounts which, by reason of this

20 subsection, are added to the amount allowable for

21 such taxable year and attributable to taxable years

22 preceding the unused credit year.

23 "(c) EARLY TERMINATION OF EMPLOYMENT BY.

24 EMPLOYER, ETC.—
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1 "(1) GENERAL RULE.—Under regulations pre-

2 scribed by the Secretary or his de.le gate—

3 "(A) WORK INCENTIVE PROGRAM El-

4 PENSES.—If the uzxpayer terminates the employ-

5 ment of any employee with respect to whom work

6 incentive program expenses are taken into account

7 under subsection (a) at any time during the first

8 12 months of such employment (whether not

9 consecutive) or before the close of the 12th calendar

10 month after the calendar month in which such

11 employee completes 12 months of employment, with

12 the taxpayer, the tax under this chapter for the

13 taxable year in which such employment is termi-

14 nated shall be increased by an amount (determined

15 under such regulations) equal to the credits allowed

16 under section 40 for such taxable year and all prior

17 taxable years attri&utable to work incentive program.

18 expenses paid or incurred with respect to such

19 employee.

20 "(B) CARRYBACKS AND CARRYOVERS AD-

21 JUSTED.—In the case of any termination, of em ploy-

22 ment to which subparagraph (A) applies, the carry-

23 ' backs and carryovers under subsection (b) shall be

24 properly adjusted.
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1 "(2) SUBSECTION NOT TO APPLY IN CERTAIN

2 CASES.—

3 "(A) IN GENERAL.—Paragraph (1) shall not

4 apply to—

5 '.' (i) a termination of employment of an

6 employee who voluntarily leaves the em ploy-

7 ment of the taxpayer, or

8 "(ii) a termination of employment of an

individual who, before the close of the period

1Q referred to in paragraph (1) (A), becomes dis-

11 abled to perform the services of such employment,

12 unless such disability is removed before the close

13 of such period and the taxpayer fails to offer

14 reemployment to such individual.

15 "(B) CHANGE IN FORM OF BUSINESS, ETC.—

16 For purposes of paragraph (1), the employment

17 relationship between the taxpayer and an employee

18 shall not be treated as terminated—

19 "(i) by a transaction to which section 381

20 (a) applies, if the employee continues to be

21 employed by the acquiring corporation, or

22 "(ii) by reason of a mere change in the

23 form of conducting the trade or business of the

24 taxpayer, if the employee continues to be em-

25 ployed in such trade or business and the tax-
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1 payer retains a substantial' interest in such trade

2 or business.

3 "(3) SPECIAL RULE.—Any increase in tax u,nder

4 paragraph (1) shall not be treated as 'tax imposed by this

5 chapter for purposes of determining the amount of any

6 credit allowable under subpart A.

7 "SEC. 50A. DEFINITIONS; SPECIAL RULES.

8 "(a) WORK INCENTIVE PROGRAM EXPENSES.—FOr

9 purposes of this subpart, the term' 'work incentive program

10 expenses' means the wages and salaries of employees who

11 are certified by the Secretary of Labor as having been placed

12 in employment under a work incentive program established

13 under section 432(b) (1) (B) of the" Social Security Act

14' which are paid or incurred for serviOes rendered by such

15 employees during the first 12 months "of such employment

16 (whet/icr o'r not consecutive).

17 "(b) LIMITATIONS.—

18 ' "(1) TRADE OR BUSINESS EXPENSE&—No item

19 shall be taken into' account under' subsection (a) unless

20 such item is allowable as a deduction under section 162

21 (relating to trade or business expenses).

22 ' "(2) REiMBURSED ExPENSES.—No item shall be

23 taken into account under subsection (a) to the extent

24 that the taxpayer is reimbursed for such item.
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1 "(3) GEOGRAPHICAL LIMITATJON.—No item

2 shall be taken into account under subsection (a) with

3 respect to any expense paid or incurred by the taxpayer

4 for training conducted outside of the territory of the

5 United States.

6 "(4) MAXIMUM PERIOD OF TRAINiNG OR IN-

7 STRUCTION.—No wages or salary of an employee shall

8 be taken into account under subsection (a) after the

9 end of the 24-month period beginning with the date of

10 initial employment of such employee by the taxpayer.

11 "(5) INELIGIBLE INDIVIDUALS.—No item shall

12 be taken into account under subsection (a) with respect

13 to an individual who—

14 "(A) bears any of the relationships described

15 in paragraphs (1) through (8) of section 152(a)

16 to the taxpayer, or, if the taxpayer is a corporation,

17 to an individual who owns, directly or indirectly,

18 more than 50 percent in value of the outstanding

19 stock of the corporation (determined with the appli-

20 cation of section 267(c)), or

21 "(B) if the taxpayer is an estate or trust, is a

22 grantor, beneficiary, or a fiduciary of the estate or

23 trust, or is an individual who bears any of the reta-

24 tionships described in paragraphs. (1) through (8)

25 of section 152 (a) to a grantor, beneficiary, or fidu-

26 ciary of the estate or trust.
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1 "(c) SUBCHAPTEE S CORPORATIONS.—In case of an

2 electing small business corporation (as defined in section

3 1371)—

4 "(1) the work incentive program expenses for each

5 taxable year shall be apportioned pro rata among the

6 persons who are shareholders of such corporation on the

7 last day of such taxable year, and

8 "(2) any person to whom any expenses have been.

9 apportioned under paragraph (1) shall be treated (for

10 purposes of this subpart) as the taxpayer with respect to

11 such expenses.

12 "(d) ESTATES AND TRUSTS.—In the case of an estate

13 or trust—

14 "(1) the work incentive program expenses for any

15 taxable year shall be apportioned between the estate or

16 trust and the beneficiaries on the basis of th income of

17 the estate or trust allocable to each,

18 "(2) any beneficiary to whom any expenses have

19 been apportioned under paragraph (1) shall be treated

20 (for purposes of this subpart) as the taxpayer with

21 respect to such expenses, and

22 "(3) the $25,000 amount specified under sub para-

23 graphs (A) and (B) of section 50(a) (2) applicable

24 to such estate or trust shall be reduced to an amount

25 which bears the same ratio to $25,000 as the amount of
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1 the expenses allocated to the trust under paragraph (1)

2 bears to the entire amount of such expenses.

3 "(e) LIMITATiONS WITH RESPECT TO CERTAIN PER-

4 SONS.—In the case of—

5 "(1) an organization to which section, 593 applies,

6 "(2) a regulated investment company or a real

7 estate investment trust subject to taxation under sub-

8 chapter M (section 851 and following), and

9 "(3) a cooperative organization described in sec-

10 tion 1381 (a),

11 rules similar to the rules provided in section 46(d) shall

12 apply under regulations prescribed by the Secretary or his

13 delegate.

14 "(f) CROSS REFERENCE.—

"For application of thi8 subpart to certain acquiring cor-
porations, see section 88i(c)(94),"

15 (c) (1) The table of subparts for part IV of subchapter

16 A of chapter 1 of such Code is amended by adding at the

17 end thereof the following:

"Subpart C. Rule8 for coraputing credit for expenses of
work incentive programs."

18 (2) The table of sections of subpart A of part IV of

19 subchapter A of chapter 1 of such Code is amended by

20 striking out the last item and inserting in lieu thereof the

21 following:

"Sec. 40. Expenses of work incentive programs.
"Sec. 41. Overpayments of tax."
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1 (•) Section 381 (c) of such (lode (relating to items

2 taken into account in certain corporated acquisitions) is

3 amended by adding at the end thereof the following new

4 paragraph:

5 ' "(24) CREDIT UNDER SECTION 40 FOR WORK IN-

6' CENTIVE PROGRAM EXPENSES .—T he acquiring cor-

7 poration shall take into account' (to the, extent proper to

8 carry out the purposes of this section and section 40, and

9 under such, regülation as may be prescribed by the

10 'Secretary or his delegate) the items required to be taken

11 into account for' purposes of section 40 in respect of the

12 distributor or transferor corporation."

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

14 tawable years beginning after December 31, 1970.

15 CHANGE IN EXECUTiVE SCHEDULE—COMMISSIONER OF

16 SOCIAL SECURITY

17 SEC. 613. (a) Section 5316 of title 5, United States

18 Code (relating to positions at level V of the Executive Sched-

19 ule), is amended by striking out:

20 "(51) Commissioner of Social Security, Depart-

21 ment of Health, Education, and Welfare.".

22 (b) Section 5315 of title 5, United States (lode (relat-

23 ing to positioiis at level IV of the Executive Schedule), is

24 amended by adding at the end thereof the following:
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1
"(94) Commissioner of Social Security, Depart-

2
ment of Health, Education, and Welfare.".

(c) The amendments made by the preceding provisions

of this section shall take effect on the first day of the first pay

period of the Commissioner of Social Security, Department

6 of Health, Education, and Welfare, which commences- on or

after January 1, 1971.

Passed the House of Representatives May 21, 1970.

Attest: W. PAT JENNINGS,

Clerk.
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