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[PuBLIc LAW 734-81ST CONGRESS]

[CHAPTER .809-2D SESSIONI


[H. R. 6000]


AN ACT 
To extend and improve the Federal Old-Age and Survivors Insurance System,

to amend the public assistance and child welfare provisions of the Social 
Security Act, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That this Act, with 
the following table of contents, may be cited as the "Social Security 
Act Amendments of 1950". 
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TITLE I-AMENDMENTS TO TITLE II OF THE SOCIAL 
SECURITY ACT 

OLD-AGE AND SURVIVORS INSURANCE BENEFITS 

SEC. 101. (a) Section 202 of the Social Security Act is amended to 

read as follows: 

"O0LD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS 

"Old-Age Insurance Benefits 

"SEc. 202. (a) Every individual who
"6(1) is a fully insured individual (as defined in section 214 

(a)) 
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"(2) has attained retirement age (as defined in section 216 
(a)), and 

"(3) has filed application for old-age insurance benefits, 
shall be entitled to an old-age insurance benefit for each month, begin
ning with the first month after August 1950 in which such individual 
becomes so entitled to such insurance benefits and ending with the 
month preceding the month in wjhich he dies. Such individual's old-
age insurance benefit for any month shall be equal to his primary 
insurance amount (as defined in section 215 (a)) for such month. 

"Wife's Insurance Benefits 
"(b) (1) The wife (as defined in section 216 (b) ) of an individual 

entitled to old-age insurance benefits, if such wife
'' (A) has filed application for wife's insurance benefits, 
"(B) has attained retirement age or has in her care (individ

ually or jointly with her husband) at the time of filing such 
application a child entitled to a child's insurance benefit on the 
basis of the wages and self -employment income of her husband, 

"(C) was living with such individual at the time such applica
tion was filed, and 

"(D) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than one-half of 
an old-age insurance benefit of her husband, 

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

" J2) Such wife's insurance benefit for each month shall be equal to 
one-half of the old-age insurance benefit of her husband for such 

month. 
"Husband's Insurance Benefits 

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

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

"(B) has attained retirement Age,

"(C) was living with such individual at the time such applica


tion was filed, 
" (D) was receiving at least one-half of his support, as deter

mined in 'accordance with regulations prescribed by the Admin
istrator, from such individual at the time she became entitled to 
old-age insurance benefits and filed proof of such support within 
two years after the month in which she became so entitled, and 

"(E) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than one-half of 
an old-age insurance benefit of his wife, 

shall be, entitled to a husband's insurance benefit for each month, 
beginning with the first month aftei' August 1950 in which he becomes 
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so entitled to such insurance benefits and ending with the month pre
ceding the month in which any of the following occurs: he dies, his wife 
dies, they are divorced a vinculo matrimonii, or he becomes entitled 
to 'an old-age insurance benefit equal to or exceeding one-half of 
an old-age insurance benefit of his wife. 

"(2) Suich husband's insurance benefit for each month shall beequaI 
to one-half of the old-age insurance benefit of his wife for such month. 

"Child's Insurance Benefits 

"4(d) (1) Every child (as defined in~section 216 (e)) of an individual 
entitled to old-age insurance benefits, or of an individual who died 
a fully or currently insured individual after 1939, if such child

"(A) has filed application for child's insurance benefits, 
"t(B) at the time such application was filed was unmarried and 

had not attained the age of eighteen, and 
"(C) was dependent upon such individual at the time such 

application was filed, or, if such. individual has died, was depend
ent upon such individual at the time of such individual's death2 

shall be entitled to a child's insurance benefit for each month, begin
ning with the first month after August 1950 in which such child becomes 
so entitled to such insurance benefits and ending with the month pre
ceding the first month in which any of the following occurs: such 
child dies, marries, is adopted (except for adoption by a stepparent, 
grandparent, aunt, or uncle subsequent to the death of such fully or 
currently .insured.individual), ,or attains the age o~f eighteen. 

"(2) Such child's insurance benefit for each month shall, if the in
dividual on the basis of whose wages and self-employment income the 
child is entitled to such benefit has not died prior to the end of such 
month, be equal to one-half of the old-age insurance benefit of such 
individual for such month. Such child's insurance benefit for each 
month shall, if such individual has. died in or prior to such month, 
be equal to three-fourths of the primary insurance amount of such 
individual, except that, if there is more than one child entitled to 
benefits on the basis of such individual's wage3 and self-employmnent 
income, each such child's insurance benefit for such month shall be 
equal to the sum of ()one-half of the primary insurance amount 
of such individual, and (B) one-fourth of such primary insurance 
amount divided by the number of such children. 

" (3) A child shall be deemed dependent upon his f ather or adopting 
father at the' time specified in paragraph (1) (C) unless, at such 
time, such individual was not living with or contributing to the support 
.of such child and

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

"1(B) such child had been adopted by some other individual, or 
"4(C) such child was living with and was receiving more than 

one-half of his support from his stepfather. 
"(4) A child shall be deemed dependent upon his stepfather at the 

time specified in paragraph (1) (C) if, at such time, the child was 
living with or was receiving at least one-half of his support from such 
stepfather. 

" (5) A child shall be deemed dependent upon his natural or adopt
ing mothe;r at the time specified in paragrapli (1) (C) if such mnother 



9 [PVB. LAW 734.] 

or adopting mother was a currently insured individual. A child shall 
also be deemed dependent upon his natural or adopting mother, or 
upon his stepmother, at the time specified in paragraph (1) (C) if, 
at such time, (A) she was living with or contributing to the support
of such child, and (B) either (i) such child was neither living with 
nor receiving contributions from his father or adopting father, or 
(ii) Suich child was receiving at least one-half of his support from her. 

"Widow's Insurance Benefits 

"(e) (1) The widow (as defined in section 216 (c) ) of an individual 
who died a fully insured individual after 1939, if such widow

"(A) has not remarried, 
'(B) has attained retirement age, 
"(C) has filed application for widow's insurance benefits or was 

entitled, after attainment of retirement age, to wife's insurance 
benefits, on the basis of the wages and self-employment income of 
such individual, for the month preceding the month in which he 
died. 

"(D) was living with such individual at the time of his death, 
and 

" (E) is not entitled to old-age insurance benefits, or is entitled 
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance-amount of her deceased husband, 

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

"1(2) Such widow's insurance benefit for each month shall be equal 
to three-fourths of the primary insurance amount of her deceased 
husband. 

"Widower's Insurance Benefits 

"t(f)(1) The widower (as defined in section 216 (g))of anindivid
ual who died a fully and currently insured individual after August
1950, if such widower

"(A) has not remarried, 
"1(B) has attained retirement age,
"(C) has filed application for widower's insurance benefits or 

was entitled to husband's insurance benefits, on the basis of the 
wages and self-employment income of such individual, for the 
month preceding the month in which she died, 

D)was living with such individual at the time of her death,
"(E) (i) was receiving at least one-half of his support, as 

determined in accordance with regulations prescribed by the 
Administrator, from such individual at the time of her death and 
fild proof of such support within two years of such date of death, 
or (ii) was receiving at least one-half of his support, as determined 
in accordance with regulations prescribed by the Administrator, 
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from such individual, and she was a currently insured individual, 
at the time she became entitled to old-age insurance benefits and 
filed proof of such support within two years after the month in 
which she became so entitled, and 

"4(F) is not entitled to old-age insurance benefits, or is entitled 
to old-ag-e insurance benefits each of which is less than three-
fourths of the primary insurance amount of his deceased wife, 

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

"1(2) Suchiwidower's insuirance beniefit for each month shall be equal 
to three-fourthis of the primary insurance am-ount of his deceased 
wife. 

"Mother's Insurance Benefits 

"1(g) (1) The widow and every former wife divorced (as defined 
in section 216 (d)) of an individual who died a fully or currently 
insured individual after 1939, if such -widow or former wife divorced

"(A) has not remarried, 
"(B) is not entitled to a wi'dow's insurance benefit, 
"(C) is not entitled to old-age insurance benefits, or is entitled 

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

" (D) has filed application for mother's insurance benefits, 
"4(E) at the time of filing such application has in her care a 

child of such individual entitled to a child's insurance benefit, 
and 

"(F) (i) in the case of a widow, was living with such individual 
at the time of his death, or (ii) in the case of a formner wife 
divorced, was receiving from such individual (pursuant to agree
ment or court order) at least one-half of her support at the time 
of his death, and the child referred to in clause (E) is her son, 
daughter, or legally adopted child and the benefits referred to 
in such clause are payable on the basis of such individual's wages 
and self-employment income, 

shall be entitled to a mother's insurance benefit for each month, begin
ning with the first month after August 195G in which she becomes so 
entitled to such insurance benefits and ending with the month preced
ing the first month in which any of the following occurs: no child of 
such deceased individual is entitled to a child's insurance benefit, 
such widow or former wife divorced becomes entitled to an old-age 
insurance benefit equal to or exceeding three-fourths of the primary 
insurance amount of such deceased individual, she, becomes entitled 
to a widow's insurance benefit, she remarries, or she dies. Entitlement 
to such benefits shall also end, in the case of a former wife divorced, 
with the month immediately preceding the first month in which no 
son, daughter, or legally adopted child of such former wife divorced 
is entitled to a child's inslurance benefit on the basis of the wages and 
self-employment income of such deceased individual. 
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"(2) Such mother's insurance benefit for each month shall be equal
to three-fourths of the primary insurance amount of such deceased 
individual. 

"Parent's Insurance Benefits 
"(h) (1) Every parent (as defined in this subsection) of an indi

vidual who died a flully insured individual after 1939, if such indi-_
vidual did not leave a widow who meets the conditions in subsection 
(e M(1) (D and (E), a widower who meets the conditions in sub
section (f 1) (D), (E), and (F), or an unmarried child under the 
age of eighteen deemed dependent -on such individual under sub
section (d) (3), (4), or (5), and if such parent

"(A) has attained retirement age,
"(B) was receiving at least one-half of his support from such 

individual at the tme of such individual's death and filed proof
of such support within two years of such date of death,

" (C) has not married sin~ce such individual's death,
"(D) is not entitled to old-age insurance benefits, or is entitled 

to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such deceased indi
vidual, and 

"(E) has filed application for parent's insurance benefits, 
shall be entitled to a parent's insurance benefit for each month begin
ning with the first month after August 1950 in which such parent
becomes so entitled to such parent's insurance benefits and ending with 
the month preceding the first month in which any of the following
occurs: such parent dies, marries, or becomes entitled to an old-age
insurance benefit equal to or exceeding three-fourths of the primary
insurance amount of such deceased individual. 

"6(2) Such parent's insurance benefit for each month shall be equal 
to three-fourths of the primary nuac muto uhdcae 
individual. yInuac muto uhdcae 

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

"Lumip-Sum Death Payments 
"(i) Upon the death, after Augst1950, of an individual who died 

a fully ocurnlinueidvdual, an amount equal to three times 
such indiiulspiayisrne amount shall be paid in a lump 
sum to th esn fay eemnd by the Administrator to be the 
widow orwdwro h eesdand to have been living with the 
deceased at the time of death. If there is no such person, or if such 
person dies before receiving payment., then such amount shall be paid
to any person or persons, equitably entitled thereto, to the extent and 
in the proportions that he or they shall have paid the expenses of 
burial of such insured individual. No payment shall be made to any 
person under this subsection unless application therefor shall have 
been filed, by or on behalf of any such person (whether or not legally
competent), prior to the expiration of two years after the date of death 
of such insured individual. 
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"Application for Monthly Insurance Benefits 

"(j) (1) An individual who would have been entitled to a benefit 
undersubsection (a), (b), (c), (d), (e), (f), (g), or (h) for anymonthi 
after August 1950 had he filed application therefor prior to the end 
of such month shall be entitled to such benefit for such month if he 
files application therefor prior to the end of the sixth month imme
diately succeeding such month. Any benefit for a month prior to the 
month in which application is filed shall be reduced, to any extent 
that may be necessary, so that it will not render erroneous any bene
fit which, before the filing of such application, the Administrator has 
cert-ified for payment for such p-rior month. 

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

"Simultaneous Entitlement to Beinefits 
"(k) (1) A- child, entitled to child's insurance benefits on the basis 

of the wages and self-employment income of an insured individual, 
who would be entitled, on filing application, to child's insurance bene
fits on the basis of the wages and self -employment income of some other 
insured individual, shall'be deemed entitled, subject to the provisions 
of paragraph (2) hereof, to child's insurance benefits on the basis of 
the wages and self-employment income of such other individual if an 
application for child's insurance benefits on the basis of the wages and 
self-employment income of such other individual has been ifiled by 
any other child who would, on filing application, be entitled to child's 
insurance benefits on the basis of the wages and self-employment 
income of both such insured individuals. 

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

"(B3) Any individual who under the preceding provisions of this 
section is entitled for any month to more than one monthly-insurance 
benefit (other than an old-age insurance benefit) under this title shall 
be entitled to only one such monthly benefit for such month, such 
benefit to be the largest of the monthly benefits to which hie (but for 
this subparagraph (B)) would otherwise be entitled for such month. 

"(3) If an individual is entitled to an old-age insurance benefit for 
any month and to any other monthly insurance benefit for such mnonth, 
such other insurance benefit for such month shall be reduced (after 
any reduction under section 203 (a)) by an amount equal to such 
old-age insurance benefit. 

"Entitlement to Survivor Benefits Under Railroad Retirement Act 
"(1) If any person would be entitled, upon filing application there

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

(b) (1) Except as provided in paragraph (3), the amendment made 
by subsection (a) of this section shall take effect September 1, 1950. 

(2) Section 205 (in) of the Social Security Act is repealed effective 
with respect to monthly benefits under section 202 of the Social 
Security Act, as amended by this Act, for months after August 1950. 

(3) Section 202 (j) (2) of the Social Security Act, as amended by
this Act, shall take effect on the date of enactment of this Act. 

(c) ~(1) Any individual entitled to primary insurance benefits or 
widow s current insurance benefits ufider section 202 of the Social 
Security Act as in effect prior to its amendment by this Act who would,
but for the enactment of this Act, be entitled to such benefits, for 
September 1950 shall be deemed to be entitled to old-age insurance 
benefits or mother's insurance benefits (as the case may be) under 
section 202 of the Social Security Act, as amended by this Act, as 
though such individual became entitled to such benefits in such month. 

(2) Any individual entitled to any other monthly insurance benefits 
under section 202 of the Social Security Act as in effect prior to its 
amendment by this Act who would, but for the enactment of this Act,
be entitled to such benefits for September 1950 shall be deemed to be 
entitled to such benefits under section 202 of the 'Social Security Act, 
as amended by -this Act, as though such individual became entitled to 
such benefits in such month. 

(3) Any individual who files application after August 1950 for 
monthly benefits under any subsection of section 202 of the Social 
Security Act who would, but for the enactment of this Act, be entitled 
to benefts under such subsection (as in effect prior to such enactment)
for any month prior to September 1950 shall be deemed entitled to 
such benefits for such month prior to September 1950 to the same 
extent and in the same amounts as though this Act had not been 
enacted. 

(d) Lumnp-sum death payments shall be made in the case of indi
viduals -who died prior to September 1950 as though this Act had not 
been enacted; except that in the case of any individual who died 
outside the forty-eight'States and the District of Columbia after 
December 6, 1941, and prior to August 10, 1946, the last sentence of 
section 202 (g) of the Social Security Act as in effect prior to the 
enactment of this Act shall not be applicable if application for a 
lump-sum death payment is filed prior to September 1952. 

MAXIMUK~ BENEFITS 

SEc. 102. (a) So much of section 203 of the Social Security Act as 
precedes subsection (d) is amended to read as follows: 

"REUCTION OF INSURANCE BENEFITS 

"Maximum Benefits 

"SEC. 203. (a) W~henever the total of monthly benefits to which 
individuals are entitled under section 202 for a'month on the basis of' 
the wages and self-employment income of all insured individual 
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exceeds $150, or is more than $40 and exceeds 80 per centum of his 
average monthly wage (as determined under subsection (b) or (c) 
of section 215, whichever is applicable), such total of benefits shall, 
after any deductions under this section, be reduced to $150 or to 80 
per centum of his average monthly wage, whichever is the lesser, but 
in no case to less than $40, except that when any of such individuals 
so entitled would (but for the provisions of section 202 (k) (2) (A) 
be entitled to child's i~nsurance benefits on the basis of the wages and 
self-employment income of one or more other insured individuals, 
such total of benefits shall, after any deductions under this section, 
be reduced to $150 or to 80 per centum of the sum of the average 
monthly wages of all such insured individuals, whichever is the lesser, 
but in no case to less than $40. Whenever a reduction is made under 
this subsection, each benefit, except the old-age insurance benefit, shall 
be proportionately decreased." 

(b) The amendment made by subsection (a) of this section shall 
be applicable with respect to benefits for months after August 1950. 

DEDUCTIONS FROM BENEFITS 

SEC. 103. (a) Subsections (d), (e), (f), (g), and (h) of section 
203 of the Social Security Act are amended to read as follows: 

"Deductions on Account of Work or Failure To Have Child in Care 

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

"1(1) in which such individual is under the age of seventy-five 
and in which he rendered services for wages (as determined 
under section 209 without regard to subsection (a) thereof) of 
more than $50; or 

"1(2) in which such individual is under the ag(e of seventy-five 
and for which month he is charged, under the provisions of sub
section (e) of this section, with net earnings from self-employment 
of more than $50; or 

"1(3) in which such individual, if a wife under retirement age 
entitled to a wife's insurance benefit, did not have in her care 
(individually or jointly with her husband) a child of her husband 
entitled to a child's insurance benefit; or 

"4(4) in which such individual, if a widow entitled to a mother's 
insurance benefit, did not have in her care a child of her deceased 
husband entitled to a child's insurance benefit; or 

"6(5) in which such individual, if a former wife divorced entitled 
to a mother's insurance benefit, did not have in her care a child, 
of her deceased former husband, who (A) is her son, daughter, 
or legally adopted child and (B) is entitled to a child's insurance 
benefit on the basis of the wages and self-employment income of 
her deceased former husband. 

"Deductions From Dependents' Benefits Because of Work by Old-Age 
Insurance Beneficiary 

"(c) Deductions shall be made from any wife's, husband's, or child's 
insurance benefit to which a wife, husband, or child is entitled, until 



15 	 [PUB. LAW 734.1 

the total of such deductions equals such wife's, husband's, or child's 
insurance benefit or benefits under section 202 for any month

"(1) in which the individual, on the basis of whose wages and 
self-employment income such benefit was payable, is under the 
age of seventy-five and in which he rendered services for wages
(as determined under section 209 without -regard. to subsection 
(a) 	 thereof) of more than $50; or 

"(2) in which the individual referred to in paragraph (1) is 
under the agre of seventy-five and for which month he is charged, 
under the provisions of subsection (e) of this section, with net 
earnings from self-employment of more than $50. 

"Occurrence of More Than One Event 
"(d) If more than one of the events specified in subsections (b) and 

(c) occurs in any one month which would occasion deductions equal 
to a benefit for such month, only an amount equal to such benefit shall 
be deducted. The charging of net earnings from self-employment to 
any month shall be treated as an event occurring in the month to 
which such net earnings are charged. 

"Months 'to Which Net Earnings From Self-Employment Are 
Charged 

"(e) For the purposes of subsections (b) and (c) 
"(1) If an individual's net earnings from self-employment for 

his taxable year are not more than the product of $50 times the 
number of months in such year, no month in such year shall be 
charged with more than $50 of net earnings from self-employment.

" (2) If an individual's net earnings from self-employment for 
his taxable year are more than the product of $50 times the number 
of months in such year, each month of such year shall be charged
with $50 of net earnings from self-employment, and the amount 
of such net earnings in excess of such product shall be further 
charged to months as follows: The first $50 of such excess shall be 
charged to the last month of such taxable year, and the balance, 
if any, of such excess shall be charged at the rate of $50 per month 
to each preceding month in such year until all of such balance has' 
been applied, except that no part of such excess shall be charged 
to any month (A) for which such individual was not entitled to a 
benefit under this title, (B) in which an event described in para
graph (1), (3), (4), or (5) of subsection (b) occurred, (C) in 
which such individual was age seventy-five or over, or (D) in 
which such individual did not engage in self -employment.

" (3) (A) As used in paragraph (2), the term 'last month of 
such taxable year' means the latest month in such year to which 
the charging of the excess described in such paragraph is not pro
hibited by the application of clauses (A), (B), (C), and (D)
thereof. 

"(B) For the purposes of clause (D) of paragraph (2), an 
individual will be p resumed, with respect to any month, to have 
been engaged in self-employment in such month until it is shown 
to the satisfaction of the Administrator that such individual 
rendered no substantial services in such month with respect to any
tradc or business the net inconic or loss of which is includible in 



[PuB. LAW 734.] 16 

computing his net earnings from self-employment for any taxable 
year. The Administrator shall by regulations prescribe the meth
ods and criteria for determining whether or not an individual has 
rendered substantial services with respect to any trade or business. 

"Penalty for Failure to Report Certain Events 
"(f) Any individual in receipt of benefits subject to deduction under 

subsection (b) or (c) (or who is in receipt of such benefits on behalf 
of another individual), because of the occurrence of an event specified 
therein (other than an event described in subsection (b) (2) or (c) 
(2)), shall report such occurrence to the Administrator prior to the 
receipt and acceptance of an insurance benefit for the second month 
following the month in which such event occurred. Any such indi
vidual having knowledge thereof, who fails to report any such occur
rence, shall suffer an additional deduction equal to that imposed under 
subsection (b) or (c), except that the first additional deduction 
imposed by this subsection in the case of any individual shall not exceed 
an amount equal to one month's benefit even though the failure to 
report is with respect to more than one mouth. 

"Report to Administrator of Net Earnings From Self-Employment 
"(g) (1) If an. individual is entitled to any monthly insurance 

benefit under section 202 during any taxable year in which he has net 
earnings from self-employment in excess of the product of $50 times 
the number of months in such year, such individual (or the individual 
who is in receipt of such benefit on his behalf) shall make a report to 
the Administrator of his net earnings from self-employment for such 
taxable year. Such report shall be made on or before the fifteenth 
day of the third month following the close of such year, and shall 
contain such information and be made in such manner as the Admin
istrator may by regulations prescribe. Such report need not be made 
for any taxable year beginning with or after the month in which such 
individual attained the-age of seventy-five. 

"(2) If an individual fails to make a report required under para
graph (1), within -the time prescribed therein, of his net earnings 
from self-employment for any taxable year and any deduction is 
imposed under subsection (b) (2) by reason of such net earnings

"(A) such individual shall suffer one additional deduction in 
an amount equal to his benefit or benefits for the last month in 
such taxable year for which he was entitled to a benefit under 
section 202; and 

"(B) if the failure to make such report continues after the close 
of the fourth calendar month following the close of such taxable 
year, such individual shall suffer an additional deduction in the 
same amount for each month during all or any part of which such 
failure continues after such fourth month; 

except that thc number of the additional deductions required by this 
paragraph shall not exceed the number of months in such taxable 
year for~which such individual received and accepted insurance bene
fits under section 202 and for which deductions are imposed under sub
section (b) (2) by reason of such net earnings from self-employment. 
If more than one additional deduction would be imposed under this 
paragraph with respect to a failure by an individual to file a report 
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required by paragraph (1) and such failure is the first for which any 
additional deduction is imposed under this paragraph, only one addi
tional aeduction shall be imposed with respect to such first failure. 

"(3) If the Administrator determines, on the basis of information 
obtained by or submitted to him, that it may reasonably be expected 
that an individual entitled to benefits under section 202 for any taxable 
year will suffer deductions imposed under subsection (b) (2) by reason 
of his net earnings from self-employment for such year, the Adminis
trator may, before the close of such taxable year, suspend the payment 
for each month in such year (or for only such months as the Adminis
trator may specify) of the benefits payable on the basis of such indi
vidual's wages and self-employment income; and such suspension shall 
remain in effect with respect to -the benefits for any month until the 
Administrator has determined whether or not any deduction is 
imposed for such month under subsection (b). The Administrator 
is authorized, before the close of the taxable year of an individual 
entitled to benefits during such year, to request of such individual 
that he make, at such time or times as the Administrator may specify, 
a declaration of his estimated net earnings from self-employment for 
the taxable year and that he furnish to the Administrator such other 
information with respect to such net earnings as the Administrator 
may specify. A failure by such individual to comply with any such 

requst hal initself constitute justification for a determination under 
thispargrah tat it may reasonably be expected that the individual 
wil (b) by reason ofsuferdedctions imposed under subsection (2)

his net earning from self-employment for such year. 

"Circumstances Under Which Deductions Not Required 
"(h) Deductions by reason of subsection (b), (f), or (g) shall, not~ 

withstanding the provisions of such subsection, be made from the 
benefits to which an individual is entitled only to the extent that they 
reduce the total amount which would otherwise be paid, on the basis 
of the same wages and self-employment income, to him and the other 
individuals living in the same household. 

"Deductions With Respect to Certain Lump Sum Payments 
cc(i) Deductions shall also be made from any old-age insurance 

benefit to which an individual is entitled, or from any other insurance 
benefit payable on the basis of such individual's wages and self-employ
ment income, until such deductions total the amount of any lump sum 
paid to such individual under section 204 of the Social Security Act 
in force prior to the date of enactment of the Social Security Act 
Amendments of 1939. 

"Attainment of Age Seventy-five 
"(j) For the purposes of this section, an individual shall be con

sidered as seventy-five years of age during the entire month in which 
he attains such age."1 

(b) The amendments made by this section shall take effect Septem
ber 1, 1950, except that the provisions of subsections (d), '(e), and 
(f) of section 203 of the Social Security Act as in effect prior to the 
emnactment of this Act shall be applicable for months prior t~o September 
1950. 
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SEc. 104. (a) Title II of the Social Security Act is amended by 
striking out section 209 and inserting in lieu thereof the following: 

"tDEFINITION or WAGES 

"SEc. 209. For the purposes of this title, the term 'wages' means 
remuneration paid prior to 1951 which was wages for the purposes of 
this title under the law applicable to the payment of such remunera
tion, and remuneration paid after 1950 for employment, including the 
cash value of all remuneration paid in any medium other than cash; 
except that, in the case of remuneration paid after 1950, such term 
shall not include

"(a) That 'part of the remuneration which, after remunera
tion (other than remuneration referred to in the succeeding sub
sections of this section) equal to $3,600 with respect to employment 
has been paid to an individual during any calendar year, is paid 
to such individual during such calendar year; 

"1(b) The amount of any payment (including any amount paid 
by an employer for insurance or annuities, or into a fund, to 
provide for any such payment) made to, or on behalf of, an em
ployee or any of his dependents under a plan or system established 
by an employer which makes provision for his employees gen
erally (or for his employees generally and their dependents) or 
for a class or classes of his employees (or for a class or classes 
of his employees and their dependents), on account of (1) retire
ment, or (2) sickness or accident disability, or (3) medical or hos
pitalization expenses in connection with sickness or accident dis
ability, or (4) death; 

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

" (d) Any payment on account of sickness or accident disability, 
or medical or hospitalization expenses in connection with sick
ness or accident disability, made by an employer to, or on behalf 
of, an employee after the expiration of six calendar mionths follow
ing the last calendar month in which the employee worked for 
such employer; 

"t(e) Any payment made to, or on behalf of, an employee or 
his beneficiary (1) from or to a trust exempt from tax under sec
tion 165 (a) of the Internal Revenue Code at the time of such 
payment unless such payment is made to an emnployee of the trust 
as remuneration for services rendered as such employee and not 
as a beneficiary of the trust, or (2) under or to an annuity plan 
which, at the time of such payment, mneets the requirements of sec
tion 165 (a)(3), (4), (5), and (6) of such code; 

" (f ) The payment by an employer (without deduction from the 
remuneration of the employee) (1) of the tax imposed upon an 
employee under section 1400 of the Internal Revenue Code, or 
(2) of any payment required from an employee under a State 
unemployment compensation law; 

"4(g) (1) Remuneration paid in any medium other than cash 
to an employee for service not in the course of the employer's 
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trade or business or for domestic service in a private home of the 
employer; 

"(2) Cash remuneration paid by an employer in any calendar 
quarter to an employee for domestic service in a private home of 
the employer, if the cash remuneration paid in the quarter for 
such service is less than $50 or the employee is not regularly 
employed by the employer in such quarter of payment. For the 
purposes of this paragraph, an employee shall be deemed to be 
regularly employed by an employer during a calendar quarter 
only if (A) on each of some twenty-four days during the quarter 
the employee performs for the employer for some portion of the 
day domestic service in a private home of the employer, or (B) the 
employee was regularly employed (as determined under clause 
(A)) by the employer in the performance of such service during 
the preceding calendar quarter. As used in this paragraph, the 
term 'domestic service in a private home of the employer' does not 
include service described in section 210 (f) (5) 

"(h) Remuneration paid in any medium other than cash for 
agricultural labor; 

"1(i) Any payment (other than vacation or sick pay) made to 
an employee after the month in which he attains retirement age 
(as defined in section 216 (a) ), if he did not work for the employer 
in the period for which such payment is made; or 

"(j) Remuneration paid by an emiployer in any quarter to an 
employee for service described in section 210 (k) (3) (C) (relat
ing to home workers), if the cash remuneration paid in such 
quarter by the employer to the employee for such service is less 
than $50. 

"For purposes of this title, in the case of domestic service described 
in subsection (g) (2), any payment of cash remuneration for such 
service which is more or less than a whole-dollar amount shall, under 
such conditions and to such extent as may be prescribed by regulations 
made under this title, be computed, to the nearest dollar. For the 
purpose of the computation to the nearest dollar, the payment of a 
fractional part of a dollar shall be disregarded unless it amounts to 
one-half dollar or more, in which case it shall be increased to $1. The 
amount of any payment of cash remuneration so computed to the near
est dollar shall, in lieu of the amount actually paid, be deemed to 
constitute the amount of cash remuneration for purposes of subsection 
(g) (2). 

"9DEFINITION OF EMPLOYMENT 

"SEC. 210. For the purposes of this title

"Employment 

"(a) The term 'employment' means any service performed after 
1936 and prior to 1951 which was employment for the purposes of 
this title under the law applicable to the period in which such service 
was performed, and any service, of whatever nature, performed after 
19-50 either (A) by an employee for the person employing him, irre
spective of the citizenship or residence of either, (i) within the United 
States, or (ii) oil or in connection with an American vessel or American 
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aircraft under a contract of service which is entered into within the 
United States or during the performance of which and while the 
employee is employed on the vessel or aircraft it touches at a port 
in the United States, if the employee is employed on and in connection 
with such vessel or aircraft when outside the United States, or (B) 
outside the United States by a citizen of the United States as an 
employee for an American employer (as defined in subsection (e)) ; 
except that, in the case of service performed after 1950, such term 
shall not include

"1(1) (A) Agricultural labor (as defined in subsection (f) of 
this'section) performed in any calendar quarter by an employee, 
unless the cash remuneration paid for such labor (other than 
service described in subparagraph (B3)) is $50 or more and stich 
labor is performed for an employer by an individual who is 
regularly employed by such employer to perform such agricul
tural labor. For the purposes of this subparagraph, an indi
vidual shall be deemed to be regularly employed by an employer 
during a calendar quarter only if

"(i) such individual performs agricultural labor (other 
than service described in subparagraph (B3)) for such 
employer on a full-time basis on sixty days during such 
quarter, and 

" (ii) the quarter was immediately preceded by a qualify
ing quarter. 

For the purposes of the preceding sentence, the term 'qualifying 
quarter' means (I) any quarter during all of which such indi
vidual was continuously employed by such employer, or (II) any 
subsequent quarter which meets the test of clause (i) if, after 
the last quarter during all of which such individual was con
tinuously employed by such employer, each intervening quarter 
met the test of clause' (i). Notwithstanding the preceding pro
visions of this subparagraph, an individual shall also be deemed 
to be regularly employed by an employer during a calendar 
quarter if such individual was regularly employed (upon applica
tion of clauses (i) and (ii)) by such employer during the 
preceding calendar quarter. 

"t(B)Service performed in connection with the production or 
harvesting of any commodity defined as an agricultural commodity 
in section 15 (g) of the Agricultural Marketing Act, as amended, 
or in connection with the ginning of cotton; 

"c(2) Domestic service performed in a local college club, or 
local chapter of a college fraternity or sorority, by a student who 
is enrolled and is regularly attending classes at a school, college, 
or university; 

"(3) Service not in the course of the employer's trade or business 
performed in any calendar quarter by an employee, unless the cash 
remuneration paid for such service is $50 or more and such service 
is performed by an individual who is regularly employed by such 
employer to perform such service. For the purposes of this para
graph, an individual shall be deemed to be regularly employed by 
an employer during a calendar quarter only if (A) on each of some 
twenty-four days during such quarter such individual performs 
for such employer for~some portion of the day service not in the 
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course of the employer's trade or business, or (B) such individual 
was eguarlemloyd (s determined under clause (A)) by 
suc emlo~erin he erormance of such service during the 
preedig uarer.As used in this paragraph, the termclenar 
'sevici corseofthe employer's trade or business' doesno th 

not include domestic service in a private home of the employer 
and does not include service described in subsection (f) (5) ; 

"(4) Service performed by an individual in the employ of his 
son, daughter, or spouse, and service performed by a child under 
the agre of twenty-one in the employ of his father or mother; 

"(5) Service performed by an individual on or in connection 
with a vessel' not an American vessel, or on or in connection with 
an aircraft not an'American aircraft, if the individual is employed 
on and in connection with such vessel or aircraft when outside the 
United States; 

" (6) Service performed in the employ of any instrumentality 
of the United States, if such instrumentality is exempt from the 
tax imposed by section 1410 of the Internal Revenue Code by 
virtue of any provision of lw hihspecifically refers to such 
section in granting such exemption; 

"c(7) (A) Service performed in the employ of the United States 
or in the employ of any instrumentality of the United States, if 
such service is covered by a retirement system established by a 
law of the United States; 

"(B) Service performed in the employ of an instrumentality 
of the United States if such an instrumentality was exempt from 
the tax imposed by section 1410 of the Internal Revenue Code on 
December 31, 1950, except that the provisions of this subparagraph 
shall not be applicable to

" (i) service performed in the employ of a corporation 
which -is wholly owned by the United States; 

" (ii) service performed in the employ of a national farm 
loan association, a production credit association, a Federal 
Reserve Bank, or a Federal Credit Union; 

"(iii) service performed in the employ of a State, county, 
or community committee under the Production and Market
inF Administration; or 

' (iv) service performed by a civilian employee, not comn
pensated from funds appropriated by the Congress, in the 
Army and Air Force Exchange Service, Army and Air Force 
Motion Picture Service, Navy Exchanges, Marine Corps 
Exchanges, or other activities, conducted by an instrumen
tality of the United States subject to the jurisdiction of the 
Secretary of Defense, at installations of the Department of 
Defense for the comfort, pleasure, contentment, and mental 
and physical improvement of personnel of such Department; 

"(C) Service performed in the employ of the United States 
or in the employ of any instrumentality of the United States, if 
such service is performed

"i)as the President or Vice President of the United 
States or as a Member, Delegate, or Resident Commissioner, 
of or to the Congress; 

"(ii) in the legislative branch; 
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"1(iii) in the field service of the Post Office Department 
unless performed by any individual as an employee who is 
excluded by Executive order from the operation of the Civil 
Service Retirement Act of 1930 because he is serving under a 
temporary appointment pending final determination of eligi
bility. for permanent or indefinite appointment; 

" (iv) in or under the Bureau of the Census of the Depart
ment of Commerce by temporary employees employed for 
the taking of any census; 

" (v) by airy individual as an employee who is excluded by 
Executive order fromn the operation of the Civil Service 
Retirement Act of 1930 because he is paid on a contract or fee 
basis; 

"(vi) by any individual as an employee receiving nominal 
compensation of $12 or less per annum;

"(vii) in a hospital, home, or other institution of the United 
States by a patient or inmate thereof ; 

"(viii) by any individual as a consular agent appointed 
under authority of section 551 of the Foreign Service Act of 
1946 (22 U. S. Csec. 951); 

" (ix) by. any individual as an employee included under 
section 2 of the Act of August 4, 1947 (relating to certain 
interns, student nurses, and other student employees of hos
pitals of the Federal Government; 5 U. S. C., sec. 1052) ; 

"(x) by any individual as an employee serving on a tem
porary basis in case of fire, storm, earthquake, flood, or other 
similar emergency; 

"(xi) by any individual as an employee who is employed 
under a Federal relief program to relieve him from unemploy
ment: 

"1(xii) as a member of a State, county, or community com
mittee under the Production and Marketing Administration 
or of any other board, council, committee, or other similar 
body, unless such board, council, committee, or other body is 
composed exclusively of individuals otherwise in the full-
time employ of the United States; or 

"1(xiii) by an individual to whom the Civil Service Retire
ment Act of 1930 does not apply because such individual is 
subject to another retirement system; 

"(8) Service (other than service included under an agreement 
under section 218 and other than service which, under subsection 
(1), constitutes covered transportation service) performed in 
the employ of a State, or any political subdivision thereof, or any 
instrumentality of any one or more of the foregoing which is 
wholly owned by one or more States or political subdivisions; 

"(9) (A) Service performed by a duly ordained, commissioned, 
or licensed minister of a church in the exercise of his ministry or 
by a member of a religious order in the exercise of duties required 
by,such order; 

"(B) Service performed in the employ of a religious, chari
table, educational, or other organization exempt from income tax 
under section 101 (6) of the Internal Revenue Code, but this 
subparagraph shall not apply to service performed during the 
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period for which a certificate, filed pursuant to section 1426 (1)
of the Internal Revenue Code is in effect if such service is per
formed by an employee (i) wilose signature appears on the list 
filed by such organization under such section 1426 (1), or (ii)
who became an employee of such organization~ after the calendar 
quarter in which the certificate was filed;

"(10) Service performed by an individual as an employee or 
employee representative as defined in-section 1532 of the Internal 
Revenue Code; 

"(11) (A) Service performed in any calendar quarter in the 
employ of any organization exempt from income tax under section 
101 of the Internal Revenue Code, if the remuneration for such 
service is less than $50; 

"(B) Service performed in the employ of a school, college, or
university if such service is performed by a student who is enrolled 
and is regularly attending classes at such school, college, or 
university; 

"(12) Service performed in the employ of a foreign govern
ment (including service as a consular or other officer or employee 
or a nondiploma7tic representative)

"(I13) Service performed in the employ of an instrumentality
wholly owned by a foreign grovernment

"(A) If the service is of a character similar to that per
formed in foreign couintries by employees of the United States 
Government or of an instrumentality thereof ; and 

" (B) If the Secretary of State shall certify to the Secret~ry
of the Treasury that the foreigan government, with respect to 
whose instrumentality and employees thereof exemption is 
claimed, grants an equivalent exemption with respect to sim
ilar service performed in the foreign country by employees
of the United States Government and of instrumentalities 
thereof; 

"(14) Service performed as a student nurse in the employ of a 
hospital or a nurses' training school by an individual who is 
enrolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law; and service 
performed as an interne in tl,.e employ of a hospital by an indi
vidual who has completed a four years' course in a medical school 
chartered or approved pursuant to State law; 

"(15) Service performed by an individual in (or as an officer 
or member of the crew of a vessel while it is engaged in) the 
catching, taking, harvesting, cultivating, or farming of any kind 
of fish, shiellfishi, crustacea, sponges, seatweeds, or other aquatic
forms of animal and vegetable life (including service performed
by any such individual as an ordinary incident to any such 
activity), except (A) service performed in connection with the 
catching or taking of salmon or halibut, for commercial purposes,
and (B) service performed on or in connection with a vessel of 
more than ten net tonls (determined in the manner provided for 
determining the register tonnage of merchant vessels under the 
laws of the United States) 

"(16) (A) Service performed by an individual under the age of 
eighteen in the delivery or distribution of newspapers or shopping 
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news, not including delivery or distribution to any point for subse
quent delivery or distribution; 

"4(B) Service performed by an individual in, and at the time of, 
the sale of newspapers or magazines to ultimate consumers, -under 
an arrangement under which the newspapers or magazines are to 
be sold by him at a fixed price, his compensation being based on 
the retention of the excess of such price over the amount at which 
the newspapers or magazines are charged to him, whether or not 
he is guaranteed a minimum amount of compensation for such 
service, or is entitled to be credited with the unsold newspapers 
or magazines turned back; or 

"(17) Service performed in the employ of an international 
organization entitled to enjoy privileges, exemptions, and immuni
ties as an international organization under the International 
Organizations Immunities Act (59 Stat. 669). 

"Included and Excluded Service 

"4(b) If the services performed during one-half or more of any 
pay period by an employee for the person employing him constitute 
employment, all the services of such employee for such period shall 
be deemed to be employment; but if the services performed during 
more than one-half of any such pay period by an employee for the 
person employing him do not constitute employment, then none of the 
services of. such employee for such period shall be deemed to be 
employment. As used in this subsection, the term 'pay period' means 
a period (of not more than thirty-one consecutive days) for which a 
payment of remuneration is, ordinarily made to the employee by the 
person employing him. This subsection shall not be applicable with 
respect to services performed in a pay period by an employee for the 
person employing him, where any of such service is excepted by para
graph (10) of subsection (a). 

"American Vessel 

"1(c) The term 'American vessel' means any vessel documented or 
numbered under the laws of the United States; and includes any vessel 
which is neither documented or numbered under the laws of the Unitedt 
States nor documented under the laws of any foreign country, if its 
crew is employed solely by one or more citizens or residents of the 
United States or corporations organized under the laws of the United 
States or of any State. 

"American Aircraft 

"1(d) The term 'American aircraft' means an aircraft registered 
under the laws of the United States. 

"American Employer 

"1(e) The term 'American employer' means an employer which is 
(1) the United States or any instrumentality thereof, (2) a State or 
any political subdivision thereof, or any instrumentality of any one 
or more of the foregoing, (3)a idividual who is a resident of the 
United States, (4) a partnersip, if two-thirds or more of the partners 
are residents of the United States, (5) a trust, if all of the trustees 
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are residents of the United States, or (6) a corporation organized

under the laws of the United States or of any State.


"Agricultural Labor 

"(f) The term 'agricultural labor' includes all service performed
"(1) On a farm, in the employ of any person, in connection 

with cultivating the soil, or in connection with raising or harvest
irig any agricultural or horticultural commodity, including the 
raising, shearing, feeding, caring for, training, and management 
of livestock, bees, poultry, and fur-bearing animals and wildlife. 

"(2) In the employ of the owner or tenant or other operator 
of a farm, in connection with the operation, management, conser
vation, improvement, or maintenance of such farm and its tools 
and equipment, or in salvaging timber or clearing land of brush 
and other debris left by a hurricane, if the major part of such 
service is performed on a farm. 

" (3) In connection with the production or harvesting of -any 
commodity defined as an agricultural commodity in section 15 
(g) of the Agricultural Marketing Act, as amended, or in connec
tion with the ginning of cotton, or in connection with the opera
tion or maintenance of ditches, canals, reservoirs, or waterways, 
not owned or operated for profit, used exclusively for supplying 
and storing water for farming purposes. 

"(4.) (A) In the employ of the operator of a farm in handling, 
planting, drying, packing, packaging, processing, freezing, grad
ing, storing, or delivering to storage or to market or to a carrier 
for transportation to market, in its unmnanufactured state, any 
agricultural or horticultural commodity; but only if such operator 
produced more than one-half of the commodity with respect to 
which such service is performed. 

"(B) In the employ of a group of operators of farms (other 
than a cooperative organization) in the performance of service 
described in subparagraph (A), but only if such operators pro
duced all of the commodity with respect to which such service 
is per-Formed. For the purposes of this subparagraph, any unin
corporated group of operators shall be deemed a cooperative or
ganization if the number of operators comprising such group is 
more than twenty at any time during the calendar quarter in 
which such service is performed. 

"(5) On a farm operated for profit if such service is not in the 
course of the employer's trade or business or is domestic service 
in a private home of the employer. 

The provisions of subparagraphs (A) and (B) of paragraph (4) shall 
not be deemed to be applicable with respect to service performed in 
connection with commercial canning or commercial freezing or in 
connection with any agricultural or horticultural commodity after its 
delivery to a terminal market for distribution for consumption. 

"Farm 
"(g). The term 'farm' includes stock, dairy, poultry, fruit, fur-bear

ing animal, and truck farms, plant~ations, ranches, nurseries, ran es, 
greenhouses or other similar structures used primarily for the raising 
of agricultural or horticultural commodities, and orchards. 
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"State 

"(h) The term 'State' includes Alaska, Hawaii, the District of 
Columbia, and the Virgin Islands; and on and after the effective date 
specified in section 219 such term includes Puerto Rico. 

"United States 

"(i) The term 'United States' when used in a geographical sense 
mneans the States, Alaska, Hawaii, the District of Columbia, and the 
Virgin Islands; and on and after the effective date specified in section 
219 such term includes Puerto Rico. 

"Citizen of Puerto Rico 

"(j) An individual who is a citizen of Puerto Rico (but not other
wise a citizen of the United States) and 'who is not a resident of tha 
United States shall not be considered, for the p urposes of this section, 
as a citizen of the United States prior to the effective date specified in 
.section 219. 

"Employee 

"(k) The term 'employee' means
"9(1) any officer of a corporation; or 
"(2) any individual who, under the usual common law rules 

applicable in determining the employer-employee relationship, has 
the status of an employee; or 

"(3) any individual (other than an individual who is an 
employee under paragraph (1) or (2) of this subsection) who 
performs services for remuneration for any person

"(A) as an agent-driver or commission-driver engaged in 
distributing meat products, vegetable products, fruit prod
ucts, bakery products, beverages (other than milk), or laun
dry or dry-cleaning services, for his principal; 

"(B) as a full-time life insurance salesman; 
"(C) as a home worker performing work, according to 

specifications furnished by the person for whom the services 
are performed, on materials or goods furnished by such per
son which are required to be returned to such person or a 
person designated by him, if the performance of such services 
is subject to licensing requirements under the laws of the 
State in which such services are performed; or 

"(D) as a traveling or city salesman, other than as an 
agent-driver or commission-driver, engaged upon a full-time 
basis in the solicitation on behalf of, and the transmission to, 
his principal (except for side-line sales activities on behalf of 
some other person) of orders from wholesalers, retailers, 
contractors, or operators of hotels, restaurants, or other simi
lar establishments for merchandise for resale or supplies for 
use in their business operations; 

if th3- contract of service contemplates that substantially all of 
such services are to be performed personally by such individual; 
except that an individual shall not be included in the term 
'employee' under the provisions of this paragraph if such indi
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vidual has a substantial investment in facilities used in connection 
with the performance of such services (other than in facilities 
for transportation), or if the services are in the nature of a single 
transaction not part of a continuing relationship with the person 
for whom the services are performed. 

"Covered Transportation Service 

"(1) (1) Except as provided in paragraph (2), all service per
formed in the employ of a State or political subdivision in connection 
with its operation of a public transportation system shall constitute 
covered transportation service if any part of the transportation sys
tem was acquired from private ownership after 1936 and prior to 1951. 

" (2) Service performed in theempo of a State or political sub
diviionin wit opration of its public transportationcnnetio th 

system shall not constitute covered transportation service if
" (A) any part of the transportation system was acquired from 

private ownership after 1936 and prior to 1951, and substantially 
all service in connection with the operation of the transportation 
system is, on December 31, 1950, covered under a general retire
ment system providing benefits which, by reason of a provision of 
the State constitution dealing specifically with retirement systems 
of the Sta-,te or political subdivisions thereof, cannot be diminished 
or impaired; or 

"1(13) no part of the transportation system operated by the State 
or political subdivision on December 31, 1950, was acquired from 
private ownership after 1936 and prior to 1951; 

except that if such State or political subdivision makes an acquisition
after 1950 from private ownership of any part of its transportation 
system, then, in the case of any employee who

"(C) became an employee of such State or political subdivision 
in connection with and at the time of its acquisition after 1950 
of such part, and 

"(D) prior to such acquisition rendered service in employment 
in connection with the operation of such part of the transportation 
system acquired by the State or politicafrsubdivision, 

the service of such employee in connection with the operation of the 
transportation system shall constitute covered transportation service, 
commencing with the first day of the third calendar quarter following
the calendar quarter in which the acquisition of such part took place, 
unless on such first day such service of such employee is covered by a 
general retirement system which does not, with respect to such em
ployee, contain special provisions applicable only to employees de
scribed in subparagraph (C).

"c(3) All service performed in the employ of a State or political
subdivision thereof in connection with its operation of a public trans
portation system shall constitute covered transportation service if 
the transportation system was not operated by the State or political 
subdivision prior to 1951 and, at the time of its first acquisition (after
1950) from private ownership of any part of its transportation system,
the State or political subdivision 19not have a general retirement 
system covering substantially all service performed in connection with 
the operation of the transportation system. 
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"(4) For the purposes of this subsection
"4(A) The term 'general retirement system' means any pension, 

annuity, retirement, or similar fund or system established by a 
State or by a political subdivision thereof for employees of the 
State, political subdivision, or both; but such term shall not in
clud~e such a fund or system which covers only service performed 
in positions connected with the operation of its public transporta
tion system. 

"4(B) A transportation system or a part thereof shall be con
sidered to have been acquired by a State or political subdivision 
from private ownership if prior to the acquisition service per
formed by employees in connection with the operation of the 
system or part thei'eof acquired constituted employment under 
this title, and some of such employees became employees of the 
State or political subdivision in connection with and at the time 
of such acquisition. 

"9(C) The term 'political subdivision' includes an instrumen
tality of (i) a State, (ii) one or more political subdivisions of a 
State, or (iii) a State and one or more of its political subdivisions. 

"SELF-EMPLOYMENT 

"SEC. 211. For the purposes of this title

"Net Earnings From Self-Employment 

"(a) The term 'net earnings from self-employment' means the gross 
income, -as computed under chapter 1 of the Internal Revenue Code, 
derived by an individual from any trade or business carried on by 
such individual, less the deductions allowed under such chapter which 
are attributable to such trade or business, plus his distributive share 
(whether or not distributed) of the ordinary net income or loss, as 
computed under section 183 of such code, from any trade or business 
carried on by a partnership of which he is a member; except that in 
computing such gross income and deductions and such distributive 
share of partnership ordinary net income or loss

" (1) There shall be excluded rentals from real estate (including 
personal property leased with the real estate) and deductions 
attributable thereto, unless such rentals are received in the course 
of a trade or business as a real estate dealer; 

"(2) There shall be excluded income derived from any trade or 
business in which, if the trade or business were carried on exclu
sively by employees, the major portion of the services would con
stitute agricultural labor as defined in section 210 (f) ; and there 
shall be excluded all deductions attributable to such income; 

"c(3) There shall be excluded dividends on any share of stock, 
and interest on any bond, debenture, note, or certificate, or other 
evidence of indebtedness, issued with interest coupons or in regis
tered form by any corporation (including one issued by a govern
ment or political subdivision thereof), unless such dividends and 
interest (other than interest described in section 25 (a) of the 
Internal Revenue Code) are received in the course of a trade or 
business as a dealer in stocks or securities; 
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"(4) There shall be excluded any gain or loss (A), which is 
considered under chapter 1 of thie Internal Revenue Code as gain 
or loss from the sale or exchange of a capital asset, (B) from the 
cutting or disposa'l of timber if section 117 (j) of such code is 
applicable to such gain or loss, or (C) from the sale, exchange,
involuntary conversion, or other disposition of property if such 
property is neither (i) stock in trade or other property of a kind 
which would properly be includible in inventory if on hand at the 
close of -he taxable year, nor (ii) property held primarily for sale 
to customers in the ordinary course of the trade or business; 

"(5) The deduction for net operating losses provided in section 
23 (s) of such code shall not be allowed;

"(6) (A) If any of the income derived from a trade or busi
ness (other than a trade or business carried on by a partnership)
is community income under community property laws applicable 
to such income, all of the gross income and deductions attributable 
to such trade or business shall be treated as the gross income and 
deductions of the husband unless the wife exercises substantially
all of the management and control of such trade or business, in 
which case all of such gross income and deductions shall be treated 
as. the gross income and deductions of the wife; 

"4(B) If any portion of a partner's distributive share of the 
ordinary net income or loss from a trade or business carried on 
by a partnership is community income or loss under the com
munity property laws applicable to such share, all of such dis
tributive share shall be included in computing the net earnings
from self-employment of such partner, and no part of such share 
shall be taken into account in computing the net earnings from 
self-employment of the spouse of such partner;

"(7) In the case of-any taxable year beginning on or after the 
effective date specified in section 219, (A) the term 'possession of 
the United States' as used in section 251 of the Internal Revenue 
Code shall not include Puerto Rico, and (B) a citizen or resident 
of Puerto Rico shall compute his net earnings from self -employ
ment in the same manner as a citizen of the United States and 
without regard to the provisions of section 252 of such code. 

If the taxable year of a partner is different from that of the partner
ship, the distributive share which he is required to include in comn
puting his net earnings from self-employment shall be based upon
the ordinary net income or loss of the partnership for any taxable 
year of the partnership (even though beginning prior to 1951) ending
within or with his taxable year. 

"Self-Employment Income 

"(b) Tbe term 'self-employment income' means the net earnings
from self-employment derived by an individual (other than a, non
resident alien individual) during any taxable year beginning after 
1950; except that such term shall not include

" (1) That part of the net earnings from self-employment which 
is in excess of: (A) $3,600, minus (B) the amount of the wages 
paid to such individual during the taxable year; or 

"(2) The net earnings from self-eniployment, if such net eqrn
ings for the taxable year are less than $400. 
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In the case of any taxable year beginning prior to the effective date 
specified in section 219, an individual who is a citizen of Puerto Rico 
(but not otherwise a citizen of the United States) and who is not a 
resident of the United States during such taxable year shall be con
sidered, for the purposes of this subsection, as a nonresident alien 
individual. An individual who is not a citizen of the United States 
but who is a resident of the Virgin Islands or (after the effective date 
specified in section 219) a resident of Puerto Rico shall not, for the 
purposes of this subsection, be considered to be a nonresident alien 

indivdual."Trade or Business 

"(c) The term 'trade or business', when used with reference to self-
employment income or net earnings from self-employment, shall have 
the same meaning as when used in section 23 of the Internal Revenue 
Code, except that such term shall not include

"(~1) The performance of the functions of a public office; 
"2) The performance of service by an individual as an 

employee (other than service described in section 210 (a) (16) 
(B) performed by an individual who has attained the age of 
eighteen),; 

1(3) The performance of service by an individual as an 
employee or employee representative as defined in section 1532 
of the Internal Revenue Code; 

"1(4) The performance of service by a duly ordained, com
missioned, or licensed minister of a church in the exercise of his 
ministry or by a member of a religious order in the exercise of 
duties required by such order; or 

"f46(5) The performance of service by an individual in the exercise 
of is profession as a physician, lawyer, dentist, osteop~ath veter

inarian, chiropractor, naturopath, optometrist, Christian Acience 
practitioner, architect, certified public accountant, accountant 
registered or licensed as an accountant under State or municipal 
law, full-time practicing public accountant, funeral director, or 
professional engineer; or the performance of such service by a 

partersip. "Partnership and Partner 

"1(d) The term 'partnership' and the term 'partner' shall have the 
same meaning as when used in supplement F of chapter 1 of the 
Internal Revenue Code. 

"Taxable Year 

"1(e) The term 'taxable year' shall have the same meaning as when 
used in chapter 1 of the Internal Revenue Code; and the taxable year 
of any individual shall be a calendar year unless he has a different 
taxable year for the purposes of chapter 1 of such code, in which case 
his taxable year for the purposes of this title shall be the same as his 
taxable year under such chapter 1. 

"CCREDITING OF SELF-EMPLOYMENT INCOME TO CALENDAR QUARTERS 

"SEc. 212. For the purposes of determining average monthly wage 
and quarters of coverage the amount of self-employment income 
derived during any taxable year shall be credited to calendar quarters 
as follows: 
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"(a) In the case of a taxable year -which is a, calendar year the 
self-employment inicome,.of such taxable year shall be credited 
equally to each quarter of such calendar year.

" (b) In the case of any other taxable year the self-employment
income shall be credited equally to the calendar quarter in which 
such taxable year ends and to each of the next three or fewer 
preceding quarters any part of which is in such taxable year. 

"QUARTErAND QUARTER OF COVER1AGE 

"Definitions 
"SEC. 2113. (a) For thie purposes of this title
"(1) The term -quarter', and the teain 'calendar quarter', means a 

period of three calendar months ending on March 31, June 30, Septem
ber 30, or December 31. 

" (2) (A) The term 'quarter of coverage' means, in the case of any
quarter occurring prior to 1951, a quarter in which the individual has 
been paid $50 or more in wages. In the case of any individual who has 
been paid, in a calendar year prior to 1951, $3,000 or more in wages
each quarter of such year following his first quarter of coverage shall 
be deemed a quarter of coverage, excepting any quarter in such year in
which such individual died or became entitled to a primary insurance 
benefit and any quarter succeeding such quarter in which he died or 
became so entitled. 

"(B) The term 'quarter of coverage' means, in the case of a quarter
occurring after 1950, a quarter in whiich the individual has been paid
$50 or more in wages or for which he has been credited (as determined 
under section 212) with $100 or more of self-employment income, 
except that

"i)no quarter after the quarter in which such individual died 
shall be a quarter of coverage;

"(ii) if the wages paid to any individual in a calendar year
equal or exceed $33,600, each quarter of such year shall (subject to 
clause (i)) be a quarter of coverage;

"(iii) if an individual has self-employment income for a 
taxable year, and if the sum of such income and the wages paid
to him during such taxable year equals $3,600, each quarter any
part of which falls in such year shall be a quarter of coverage;
and 

"(iv) no quarter shall be counted as a quarter of coverage prior
to the beginning of such quarter. 

"Crediting of Wages Paid in 1937 
"(b) With respect to wages paid to an individual in the six-month 

periods commencing either January 1, 1937, or July 1, 1937; (A) if 
wages of not less th~an $100 were paid in any such period, one-half of 
the total amount thereof shall be deemed to have been paid in each of 
the calendar quarters in such period; and (B) if wages of less thfan 
$100 were paid in any such period, the total amount thereof shall be 
deemed to have been paid in the latter quarter of such period, except,
that if in any such period, the individual attained age sixty-five, all 
of the wages paid in such period shall be deemed to have been paid
before such age was attained. 
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"INSURED STATUS FOR PURPOSES OF OLD-AGE AND SURVIVORS 
INSURANCE BENEFITS 

"SEC. 214. For the purposes of this title

"Fully Insured Individual 

"(a) (1) In the case of any individual who died prior to September 1, 
1950, the term 'fully insured individual' means any individual who 
had not less than one quarter of coverage (whenever acquired) for 
each two of the quarters elapsing after 1936, or after the quarter in 
which he attained the age of twenty-one, whichever is later, and up to 
but excluding the quarter in which he attained retirement age, or died, 
whichever first occurred, except that in no case shall an individual 
be a fully insured individual unless he has at least six quarters of 
coverage. 

"1(2) In the case of any individual who did not die prior to Septem
ber 1, 1950, the term 'fully insured individual' means any individual 
who had not less than

"(A) one quarter of coverage (whether acquired before or after 
such day) for each two of the quarters elapsing after 1950, or 
after the quarter in which he attained the age of twenty-one, 
whichever is later, and up to but excluding the quarter in which 
he attained retirement age, or died, whichever first occurred, 
except that in no case shall an individual be a fully insured 
individual unless he has at least six quarters of coverage; or 

"1(B) forty quarters of coverage. 
"(3) When the number of elapsed quarters specified in paragraph 

(1) or (2) (A) is an odd number, for purposes of such paragraph such 
number shall be reduced by one. 

"Currently Insured Individual 

"(b) The term 'currently insured individual' means any individual 
who had -not less than six quarters of coverage during the thirteen-
quarter period ending with (1) the quarter in which he died, (2) the 
quarter in which he became entitled to old-age insurance benefits, or 
(3) the quarter in which he became entitled to primary insurance 
benefits under this title as in effect prior to the enactment of this 
section. 

ccCOMPUTATION OF PRIMARY INSURANCE AMOUNT 

"SEc. 215. For the purposes of this title

"Primary Insurance Amount 

"(a) (1) Thle primary insurance amount of an individual who 
attained age twenty-two after 1950 and with respect to whom not less 
than six of the quarters elapsing after 1950 are quarters of coverage
shall be 50 per centumi of the first $100 of his average monthly wage 
plus 15 per centum. of the next $200 of such wage; except that if his 
average monthly wage is less than $50, his primary insurance amount 
shall be the amount appearing in column II of the following table on 
the line on which in column I appears his average monthly wage. 
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Average Monthly Wage Primary Insurance Amount 
$30 or less $20 
$31 $21 
$32 $22 
$33 $23 
$34 $24 
$35 to $49 $25 

"(2) The primary insurance amount of an individual who attained 
age twenty-two prior to 1951 and with respect to whom not less than 
six of the quarters elapsing after 1950 are quarters of coverage shall be 
whichever of the following is the larger

"(A) the amount computed as provided in paragraph (1) of 
this subsection; or 

"6(B) the amount determined under subsection (c). 
"(3) The primary insurance amount of any other individual shall 

be the amount determined under subsection (c). 

"Average Monthly Wage 
"(b) (1) An individual's 'average monthly wage' shall be the quo

tient obtained by dividing the total of
"(A) his wages after his starting date (determined under para

graph (2)) and prior to his wage closing date (determined under 
paragraph (3)), and"1(b) his self-employment income after such starting date and 
prior to his self-employment income closing date (determined 
under paragraph (3)) 

by the number of monthis elapsing after such starting date and prior to 
his divisor closing date (determined under paragraph (3)) excluding 
from such elapsed months any month in any quarter prior to the 
quarter in which he attained the age of twenty-two which was not a 
quarter of coverage, except that when the number of such elapsed 
months thus computed is less than eighteen, it shall be increased to 
eighteen. 

"c(2) An individual's 'starting date' shall be December 31, 1950, or, 
if later, the day preceding the quarter in which he attained the age of 
twenty-two, whichever results in the hig1her average monthly wage. 

"C(3) (A) Except to the extent provided in paragraph (D), an indi
vidual's 'wage closing date' shall be the first day of the second quarter 
preceding thfe quarter in which he died or beoame entitled to old-g 
insurance benefits, whichever first occurred.dae 

"(B) Except to the extent provided in paragraph (D), an indi
vidual's 'self-employment income closing date' shall be the day follow
ing the quarter in which ends his last taxable year (i) whi'ch ended 
before the month in which he died or became entitled to old-age insur
ance benefits, whichever first occurred, and (ii) during which he 
derived self-employment income. 

" (C) Except to the extent provided in paragraph (;), an indi
vidual's 'divisor closing date' shall be the later of his wage closing date 
and his self-employment income closing date. 

"(D) In the case of an individual who died or became entitled to 
old-age insurance benefits after the first quarter in which he both was 
fully insured and had attained retirement age, the determination of 
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his closing dates shall be made as though he became entitled to old-age 
insurance benefits in such first quarter, but only if it would result in a 
higher average monthly wage for such individual. 

"1(4) Notwithstanding the preceding provisions of this subsection, 
in computing an individual's average monthly wage, there shall not 
be taken into account any self-employment income of such individual 
for taxable years ending in or after the month in which he died or 
became entitled to old-age insurance benefits, whichever first occurred. 

"Determinations Made by Use of the Conversion Table 

"(c) (1) The amount referred to in paragraph (3) and clause (B) 
of paragraph (2) of subsection (a) for an individual shall be the 
amount appearing in column II of the following table on the line 
on which in column I appears his primary insurance benefit (deter
mined as provided in subsection (d)) and his average monthly wage 
shall, for purposes of section 203 (a), be the amount appearing on 
such line in column III. 

And the average 

If the primary insurance benefit (s Tepiay mnhywg o 
detrmneduner ubecton (d)as: insurance amount purpose of comn

detrmiedndr sbsetin ()) s. shall be: puting maximum 
benefits shall be: 

$10 ---------------------------------------- $20. 00 $40.00

$11 ---------------------------------------- 22. 00 44. 00 
$12 ---------------------------------------- 24. 00 48. 00 
$13 ---------------------------------------- 26. 00 52. 00 
$14 ---------------------------------------- 28. 00 56. 00 
$15-----------------------30. 00 .60. 00 
$16 ---------------------------------------- 31. 70 63. 40 
$17 ---------------------------------------- 33. 20 66. 40 
$18 ---------------------------------------- 34. 50 69. 00 
$19 ---------------------------------------- 35. 70 71. 40 
$20---------------------------------------- 37. 00 74. 00 
$21 ---------------------------------------- 38. 50 77. 00 
$22---------------------------------------- 40. 20 80. 40 
$23 -- - - - - - - - - - - - - -- - - -42. 20 84. 40 
$24 ---------------------------------------- 44. 50 89. 00 
$25 -- - - - - - - - -- - - - - - - - -46. 50 93. 00 
$26---------------------------------------- 48. 30 96. 60 
$27---------------------------------------- 50. 00 100. 00 
$28---------------------------------------- 51. 50 110. 00 
$29 ---------------------------------------- 52. 80 118 60 
$30---------------------------------------- 54. 00 126. 60 
$31---------------------------------------- 55. 10 134. 00 
$32----------------------------------- 56.20 141,. 30 
$33---------------------------------------- 57. 20 148.00 
$34---------------------------------------- 58. 20 154. 60 
$35---------------------------------------- 59. 20 161. 30 
$36---------------------------------------- 60. 20 168. 00 
$37---------------------------------------- 61. 20 174. 60 
$38---------------------------------------- 62. 20 181. 30 
$39-----------------------------------------63. 10 187. 30 
$40 ---------------------------------------- 64. 00 195. 00 
$41---------------------------------------- 64. 90 210. 00 
$42---------------------------------------- 65. 80 220. 00 
$43---------------------------------------- 66. 70 230O 00 

$4 -- -- ---- ---- ---- -- -- -- -67. 60 240. 00 
$44 ---------------------------------------- 68. 50 250.00 
$465----------------------------------------68. 50 1250. 00 
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"(2) In case the primary insurance benefit of an individual (deter
mined as provided in subsection (d) ) falls between the amounts on any
two consecutive lines in column I of the table, the amiount referred 
to in paragraph (3) and clause (B) of paragraph (2) of subsection 
(a) for such individual, and his average monthly wage for purposes
of section 203 (a), shall be determined in accordance with regulations
of the Administrator designed to obtain results consistent with those 
obtained for individuals whose primary. insurance benefits are shown 
in column I of the table. 

" (3) For the purpose of facilitating the use of the conversion table 
in computing any insurance benefit under section 202, the Adminims
trator is authorized to assume that the primary insurance benefit from 
which such benefit under section 202 is determined is one cent or two 
,cents more or less than its actual amount. 

"Primary Insurance Benefit for Purposes of Conversion Table 
"4(d) For the purposes of subsection (c), the primary insurance 

benefits of individuals shall be determined as follows: 
" (1) In the case of any indivjidual who was entitled to a primary

insurance benefit for August 1950, his primary insurance benefit shall,
except as provided in paragraph (2) , be the primary insurance benefit 
to which he was so entitled. 

"6(2) In the case of any individual to whom paragraph (1) is appli
cable and who is a World War II veteran or in August 1950 rendered 
services for wages of $15 or more, his primary insurance benefit shall
be whichever of the following is larger: (A) the primary insurance 
benefit to which he was entitled for August 1950, or (B) his primary
insurance benefit for August 1950 recomputed, under section 209 (q)
of the Social Security Act as in effect prior to the enactment of this
sEection, in the same manner as if such individual had filed application
for and was entitled to a recomputation for August 1950, except that
in making such recomputation section 217 (a) shall be applicable if 
such individual is a World War II veteran. 

" (3) In the case of any individual who died prior to September
1950, his primary insurance benefit shall be determined as provided in 
this title as in effect prior to the enactment of this section, except that 
section 217 (a) shall be applicable, in lieu of section 210 of this Act 
as in effect prior to the enactment of this section, but only if it results 
in a larger primary insurance benefit. 

"'(4) In the case of any other individual, lhis primary insurance
benefit shall be computed as provided in this tifle as in effect prior to 
the enactment of this section, except that

" (A) In the computation of such benefit, such individual's 
average monthly wage shall (in lieu of being determined under 
section 209 (f) of such title as in effect prior to the enactment of 
this section) be determined as provided in subsection (b) of this 
section, except that his starting date shall be December 31, 1936. 

"(B For purposes of such computation, the date he became 
entitled to old-age insurance benefits shall be deemed to be the date 
he became entitled to primary insurance benefits. 

"4(C) The 1 per centum addition provided 'for in section 209
(e) (2) of this Act as in effect prior to the enactment of this 
section shall be applicable only with respect to calendar years
prior to 1951. 
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" (D) The provisions of subsection (e) shall be applicable to 
such computation. 

"Certain Wages and Self-Employment Income Not To Be Counted 
"(e) For the purposes of subsections (b) and (d) (4) 

"6(1) in computing an individual's average monthly wage there 
shall not be counted, in the case of any calendar year after 1950, 
the excess over $3,600 of (A) the wages paid to him in such year, 
plus (B) the self-employment incom~e credited to such year (as 
determined under section 212) ; and 

"1(2) if an individual's average monthly wage computed under 
subsection (b) or for the purposes of subsection (d) (4) is not a 
multiple of $1, it shall be reduced to the next lower multiple of $1. 

"Recomputation of Benefits 

"(f) (1) After an individual's primary insurance amount has been 
determined under this section, there shall be no recomputation of such 
individual's primary insurance amount except as provided in this sub
section or, in the case of a World War II veteran who-died prior to 
July 27, 1954, as provided in section 217 (b). 

"(2) Upon application by an individual entitled to old-age insur
ance benefits, the Administrator shall recompute his primary insur
ance amount if application therefor is filed after the twelfth month for 
which deductions under paragraph (1) or (2) of section 203 (b) have 
been imposed (within a period of thirty-six months) with respect to 
such benefit, not taking into account any month prior to September 
1950 or prior to the earliest month for which the last previous com
putation of his primary insurance amount was effective, and if not 
less than six of the quarters elapsing after 1950 and prior to the quarter 
in which he filed such application are quarters of coverage. A recoin
putation under this paragraph shall be made only as provided in 
subsection (a) (1) and shall take into account only such wages and 
self-employment income as would be taken into account under sub
section (b) if the month in which application for recomputation is 
filed were deemed to be the month in which the individual became 
entitled to old-age insurance benefits. Such recomputation shall be 
effective for and after the month in which such application for 
recomputation is filed. 

"1(3) (A) Upon application by an individual entitled to old-age 
insurance benefits, filed at least six months after the month in which 
he became so entitled the Administrator shall recompute his primary 
insurance amount. ~uch recomputation shall be made in the manner 
provided in the preceding subsections of this section for computation 
of such amount except that his closing dates for puroeso subsection 
(b) shall be deemed to be the first day of the jqur~ter ino which hie 
became entitled to old-age insurance benefits. Such recomputation 
shall be effective for and after the first month in which he became 
entitled to old-age insurance benefits. 

" (B) Upon application by a person entitled to monthly benefits on 
the basis of the wages and self-employment income of an individual 
who died after August 1950, the Administrator shall recompute such 
individual's primary insurance amount if such application is filed at 
least six months after the month in which such individual died or 
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became entitled to old-age insurance benefits, whichever first occurred. 
Such recomputation shall be made in the manner provided in the 
preceding subsections of this section for computation of such amount 
except that his 'closing dates for purposes of subsection (b) shall be 
deemed to be the first day of the quarter in which he died or became 
entitled to old-age insurance benefits, whichever first occurred. Such 
recomputation shall be effective for and after the month in which 
such person who filed the application for recomputation became 
entitled to such monthly benefits. No recomputation under this para
graph shall affect the amount of the lump-sum death payment under 
subsection (i) of section 20J2 and no such recomputation shall render 
erroneous any such payment certified by the Administrator prior to 
the effective date of the recomputation.

"(4) Upon the death after August 1950 of an individual entitled to 
old-age insurance benefits, if any person is entitled to monthly benefits, 
or to a lump-sum death payment, on the basis of the wages and self-
employment income of such individual, the Administrator shall recom, 
lpute the decedent's primary insurance amount, but (except as provided
in paragraph (3) (B) ) only if

" (A) the decedent would have been entitled to a recomputation 
under paragraph (2) if he had filed application therefor in the 
month in which he died; or 

"(B) the decedent during his lifetime was paid compensation 
which is treated, under section 205 (o), as remuneration for 
employment. 

If the recomputation is permitted by subparagraph (A), the recoin
putation shall be made (if at all) as though he had filed application 
for a recomputation under paragraph (2) in the month in which he 
died, except that such recomputation shall include any compensation
(described in section 205 (o) ) paid to him prior to the divisor closing 
date which would have been applicable under such paragraph. If 
recomputation is permitted by subparagraph (B), the recomputation 
shall take into account only the wages and self-employment income 
which were taken into account in the last previous computation of his 
p)rimary insurance amount and the compensation (described in section 
205 (o) ) paid to him prior to the divisor closing date applicable to such 
computation. If both of the preceding senten~ces are applicable to an 
individual, only the recomputation which results in the larger primary 
insurance amount shall be made. 

"(5) Any recomputation under this subsection shall be effective 
only if such recomputation results in a higher primary insurance 
amount. 

"Rounding of Benefits 
"4(g) The amount of any primary insurance amount and the amount 

of any monthly benefit computed under'section 202 which (after reduc
tion under section 203 (a) ) is not a multiple of $0.10 shall be raised to 
the next hig-her multiple of $0. 10. 

"OTHER DEFINITIONS 

"SEC. 216. For the purposes of this title


."Retirement Age


"(a) Thieterm 'retiremenitage' means age sixty-five.
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"'Wife 

"(b) The term 'wife' means the wife of an individual, but only if 
she (1) is the mother of his son or daughter, or (2) was married to 
him for a period of not less than three years immediately preceding 
the day on which her application is filed. 

"Widow 

"(c) The term 'widow' (except when used in section 202 (i) ) means 
the surviving wife of an individual, but only if she (1) is the mother 
of his son or daughter, (2) legally adopted his son or daughter while 
she was married to him and while such son or daughter was under 
the age of eighteen, (3) was married to him at the time both of them 
legally adopted a child under the age of eighteen, or (4) was married 
to him for a period of not less than one year immediately prior to 
the day on which he died. 

"Former Wife Divorced 

"(d) The term 'former wife divorced' means a woman divorced 
from an individual, but only if she (1) is the mother of his son or 
daughter, (2) legally adopted his son or daughter while she was 
married to him and while such son or daughter was under the age 
Df eighteen, or (3) was married to him at the time both of them legalN 
adopted a child under the age of eighteen. 

"Child 

"(e) The term 'child' means (1) the child of an individual, and (2) 
in the case of a living individual, a stepchild or adopted child who 
has been such stepchild or adopted child for not less than three years 
immediately preceding the day on which application for child's bene
fits is filed, and (3) in the case of a deceased individual, (A) an 
adopted child, or (B) a stepchild who has been such stepchild for not 
less than one year immediately preceding the day on which such 
individual died. In determiniiig whether an adopted child has met 
the length of time requirement in clause (2), time spent in the relation
ship of stepchild shall he counted as time spent in the relationship 
of adopted child. "ubn 

cc(f) The ter 'husband' means the husband of an individual, but 
only ifh 1s the father of her son or daughter, or (2) was married 
to hrfrapiod of not less than three years immediately preceding 
the dyowhch his application is filed. 

"Widower 
"1(g) The term 'widower' (except when used in section 202 (i)) 

means the surviving husband of an individual, but only if he (1) is 
the father of her son or daughter, (2) legally adopted her son or 
daughter while he was married to her and while such son or daughter 
was under the age of eighteen, (3) was married to her at the time both 
of them legally adopted a child under the age of eighteen, or (4) was 
married to her for a period of not less than one year immediately prior 
to the day on which she died. 
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"Determination of Family Status 
"4(h) (1) In determnining whether an applicant is the wife, husband,widow, widower, child, or parent of a fully insured or currentlyinsured individual for purposes of this title, the Adiministrator shiallapply such law as would be applied

of inte~tate personal property by the 
in determining the devolution 
courts of the State in whichsuch insured individual is domiciled at the time such applicant files-apIplication, or, if such insured individual is dead, by the courts of theState in which lie was domiiciled at the time of his death, or if suchI~isure(1 individual is or was not so domiciled in any State, by thecourts of the District of Columbia. Applicants who according tos~uch law would have the same status relative to taking intestatepersonal property as a wife, husband, widow, widower, child, orparent shall be deemed such.

"4(2) A wife shall be deemed to be living with her husband if theyare both members of the samne household, or she is receiving regularcontributions from him toward her support, or he has been ordered byany court to contribute to her support; and a widow shall be deemedto have been living with her husband at the time of his death- if theywere both members of the same household on the date of his death, orshe was receiving regular contributions from him toward her supporton such date, or hie had been ordered by any court to contribute to hersupport.
"(3) .A husband shall be deemed to be living with his wife if theyare both members of the same household, or he is receiving regularcontributions from her toward his support, or she has been orderedby anyv court to contribute to his support; and a widower shalldeemed to have been living with his wife at the time of her death 

be
ifthey were both members of the same household on the date of her(leath, or hie was receiving regular contributions from her toward hissupport on such date, or she had been ordered by any court to contributeto his support."

(b) The amendment. made by subsection (a) shall take effect January1, 1951, except that sect~ions 214, 215, and 216 of the Social SecurityAct shall be applicable (1) in t~he case of monthly benefits for monthsafter August 1950, and (2) in the case of lump-sum death paymentswith respect to deaths after August 1950. 

WORLD WAR IT[VETERANS 
SEC. 105. Effective September 1, 1950, title IT of the Social SecurityAct is amended by Striking out section 210 and by adding after section216 (added by section 104 (a) of this Act) the following*. 

"BENEFITS IN CASE OF WORLD WAR II VETERANS 
the~c 217. (a) (1) For purposes of determining entitlement to andteamount of any monthly benefit for any month after August 1950,or entitlement to and the amount of any lump-sum death payment incase of a death after such month, payable under this title on the basis,of the wagres and self-employment income of any World War 1I velteran, such `veteran shall be deemed to have been paid wages (in additionto the wages, if any, actually paid to him) of $160 in each monthduring any part of which he served in the active military or navalservice of the United States during World-War II. This subsection 
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shall not be applicable in the case of any monthly benefit or lump-
sum death payment if

"C(A) aarger such benefit or payment, as the case xiflay be,
would beapayable without its application; or 

"() benei (other than a benefit payable in a lump sum 
unless it is a commutation of, or a substitute for, periodic pay
ments) which is based, in whole or in part, upon the active mili
tary or naval service* of such veteran, during World War II is 
determined by any agency or wholly owned instrumentality of the 
United States (other than the Veterans' Administration) to be 
payable by it under any other law of the United States or under 
a system established by such agency or instrumentality. 

"(2) Upon application for benefits or a lump-sum death payment on 
the basis of the wages and self -employment income of any World War 
II veteran, the Federal Security Administrator shall make a decision 
without regard to clause (B) of paragraph (1) of this subsection unless 
he' has been notified by some other agency or instrumentality of the 
U~nited States that, on the basis of the military or naval service of 
such veteran during World War II, a benefit descr ibed in clause (B) 
of paragraph (1) has been determined by such agency or in'stru
mentality to be payable by it. If he has not been so notified, the 
Federal Security Administrator shall then ascertain whether some 
other agency or wholly owned instrumentality of the United States 
has decided that a benefit described in clause (B3) of paragraph (1) 
is payable by it. If any such agency or instrumentality has decided, 
or thereafter decides, that such a benefit is payable by it, it shall 
so notify the Federal Security Administrator, and the Administrator 
shall certify no further benefits for payment or shall recompute the 
amount of any further benefits payable, as may be required by para. 
graph (1 ) of this subsection. 

"(3) Any agency or wholly owned instrumentality of the United 
States which is authorized by any law of the United States to pay 
benefits, or has a system of benefits which are based, in whole or in 
part, on military or naval service during World War II shall, at the 
request of the Federal'Security Administrator, certify to him, with 
respect to any veteran, such information as the Administrator deems 
necessary to carry out his functions under paragraph (2) of this 
-subsection. 

"(b) (1) Any World War II veteran who died during the period of 
three years immediately following his separation from the active 
military or inavar service of the United States shall be deemed to have 
died a fully'insured individual whose primary insurance amount is the 
amount determined under section 215 (c). Notwithstanding section 
215 (d), the primary insurance benefit (for purposes of section 215 
(c)) of such veteran shall be determined as provided in. this title 
as in effect prior to the enactment of this section, except that the 1 per 
centum addition provided for in section 209 (e) (2) of this Act as in 
effect prior to the enactment of this section shall be applicable only 
with respect to calendar years 'prior to 1951. This subsection shall not 
be applicable in the case of any monthly benefit or lump-sum death 
payment if

"(A) a larger such benefit or payment, as the case may be, 
would be payable, without its application; 
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"3)any pension or compensation is determined by the Vet
erans' Administration to be payable by it on the basis of the death 
of such veteran; 

"(C) the death of the veteran occurred while he was in the 
active military or naval service of the United States; or 

"(D) such veteran has been discharged or released from the 
active military or naval service of the United States subsequent 
to July 26, 1951. 

"(2) Upon an application for benefits or a lump-sum death pay
ment on the basis of the wages and self-employment income of any
World War 11 veteran, the Federal Security Administrator shall make 
a decision without regard to paragraph (1) (B) of this subsection 
unless he has been notified by the Veterans' Administration that
pension or compensation is determined to be payable by the Veterans' 
Administration by reason of the death of such veteran. The FeIeral 
Security Administrator shall thereupon report such decision to the 
Veterans' Administration. If the Veterans' Administration in any
such case has made an adjudication or thereafter makes an adjudica
tion that any pension or compensation is payable under any law 
administered by it, it shall notify the Federal Security Administrator,
and the Administrator shall certify no further benefits for payment, 
or shall recompute the amount of any further benefits payable, as 
may be required by paragraph (1) of this subsection. Any payments
theretofore certified by the Federal Security Administrator on the 
basis of paragraph (1) of this subsection to any individual, not 
exceeding the amount of any accrued pension or compensation payable
to him by the Veterans' Administration, shall (notwithstanding the 
provisions of section 3 of the Act of August 12, 1935, as amended (38e
U. S. C., sec. 454a)) be deemed to have been paid to him by such
Administration on account of such accrued pension or compensation.
No such payment certified by the Federal Security Administrator,
and no payment certified by him for any month prior to the first 
month for which any pension or compensation is paid by the Veterans' 
Administration shall be deemed by reason of this subsection to have 
been an erroneous payment.

"C(c) In the case of any World War II veteran to whom subsection 
(a) is applicable, proof of support required uender section 202 (h) 

may be filed by a parent at any time prior to July 1951 or prior to 
the expiration of two years after the date of the death of such veteran,
whichever is the later. 

" (d) For the purposes of this section
"c(1) The term 'World 'War II' means the period beginning with 

September 16, 1940, and ending at the close of July 24, 1947. 
"(2) The term 'World War II veteran' means any individual who 

served in the active military or naval service of the United States at 
aimy time during World War II and who, if discharged or released 
therefrom, was so discharged or released under conditions other than 
dishonorable after active service of ninety days or more or by reason 
of a disability or injury incurred or aggravated in service in, line of
duty; but such term Shall not include any individual who died while 
in the active military or naval service of the United States if his death 
was initd(other than by 91 clir-P1" of t1 le United Staf-os) as lawfil 
punishment for a military 'orniavl fes. 
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COVER~AGE OF STATE AND LOCAL EMPLOYEES 

SEC. 106. Title II of the Social Security Act is amended by adding 
after section 217 (added by section 105 of this Act) the following: 
"4VOLUNTARY AGREEMENTS FOR COVERAGE OF STATE AND LOCAL EMPLOYEES 

"Purpose of Agreement 

"SEC. 218. (a) (1) The Administrator shall, at the request of any 
State, enter into an agreemrent with such State for the purpose of 
extending the insurance system established by this title to services 
performed by individuals as employees of such State or any political 
subdivision thereof. Each such agreemlent s-hall contain suchl pro
visions, not inconsistent with the provisions of this section, as the State 
may request. 

"(2) Notwithstanding section 210 (a), for the purposes of this title 
the term 'employment' includes any service included under an agree
mnent entered into under this section. 

"Definitions 

"(b) For the purposes of this section
"(1) The term 'State' does not include the District of Columbia. 
"c(2) The term 'political subdivision' includes anl instrumen

tality of (A) a State, (B) one or more political subdivisions of 
a State, or (C) a State and one or more of its political subdivisions. 

"(3) The term 'employee' includes anl officer of a State or 
lpolitical subdivision. 

"(4) The term 'retirement system.' meanis a pension, annuity, 
retirement, or similar fund or system established by a State or by 
a political subdivision thereof. 

"(5) The term 'coverage group' means (A) employees of the 
State other than those engaged in performing service in con
nection with a proprietary function; (B) einployees of a political 
subdivision of a State Other than those engaged in performing 
service in connection -with a proprietary function; (C) emnployees 
of a State engaged in performing service in connection with a 
single proprietary function; or (D) employees of a political sub
division of a State eng-aged in performing service in connection 
with a single proprietary function. If under the preceding 
sentence an employee would be included in more than one coverage 
group by reason of the fact that hie performis service inl connection 
-with two or more proprietary functions or inl connection with 
both a p~roprietary function anid a nonproprietary function, hie 
shall be included in on-ly onie suchcoverage group. The determin
ation of the coverage gopiwhich such employee shall be 
included shall be masde in such maimer as may be specified in the 
agreemient. 

"Services Covered 

"(c) (1) An agreement under this sedtion shall be applicable to 
any one or more coverage groups desiganated by the State. 

"(2) In the case of each coverage group to which the agreement 
applies, the agreement must include all services (other than services 
-excluded by or pursuant to subsection (d) or paragraph (3), (5), or 
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(6) of this subsection) performed by individuals as members of such 
group.

"(3) Such agreement shall, if the State requests it, exclude (in the 
case of any coverage group) any services of an emergency nature or 
all services in any class or classes of elective positions, part-time posi
tions, or positions the compensation for which- is on a fee basis. 

" (4) The Administrator shall, at the request of any State, modify
the agreement with such State so as to (A) include any coverage 
group to which the agreement did not previously apply, or (B) include, 
in the case of any coverage group to which the agreement applies, 
services previously excluded :from the agreement; hut the agreement 
as so modified may not be inconsistent with the provisions of this section 
applicable in the case of an original agreement with a State. 

"(5) Such agreement shall, if the, State requests it, exclude (in the 
case of any coverage group) any agricultural labor, or service per
formed by a student, designated by the State. This paragraph shall 
apply only -withrespect to service which is excluded from employment 
by any provision of section 210 (a) other than paragraph (8) o~f such 
section1. 

"C(6) Suich agreement shall1 exclude
"4(A) service performed by an individual who is employed to 

relieve him from unemployment, 
"(B) service performediina liospital, home, or other institution 

by a patient or inmate thereof, 
"(C) covered transportation service (as determined under sec

tion 210 (l) ), and 
"(D) service (other than agricultural labor or service per

formed by a student) which is excluded from employment by any
provision of section 210 (a) other than paragraph (8) of such 
section. 

"Exclusion of Positions Covered by Retirement Systems 
"(d) No agreement with any State may be made applicabl e (either

in the original agreement or by any modification thereof) to any 
service performed by employees as members of any coverage group 
in positions covered by a retirement system on the date such agreement 
is made applicable to such coverage group. 

"Payments and Reports by States 
"(e ) ~Each agreement under this section shall provide

"(1) that the State will pay to the Secretary of the Treasury, at 
such time or times as the Administrator may by regulations pre
scribe, amounts equivalent to the sum of the taxes which would be 
imposed by sections 1400 and 1410 of the Iftternal Revenue Code 
if the services of employees covered by the -agreement constituted 
employment as defined in section 1426 of such code; and 

" (2) that the State will comply with such regulations relating 
to payments and reports as the Administrator may prescribe to 
carry out the purposes of this section. 

"Effective Date of Agreement 
"(f) Any agreement or modification of an agreement under this 

section shall be effective with respect to services performed after an 
effective date specified in such agreement or modification, but in no 
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case prior to January 1, 1951, and in no case (other than in the case 
of an agreement or modification agreed to prior to January 1, 1953) 
prior to the first day of the calendar year in which such agreement or 
niodification, as the case may be, is agreed to by the Administrator and 
the State. 

'Termination of Agreement 
"(g) (1) Upon giving at least two years' advance notice in writing 

to the Administrator, a State may terminate, effective at the end of 
a calendar quarter specified in the notice, its agreement with the 
Administrator either

"(A) in its entirety, but only if the agreement has been in 
effect from its effective date for not less than five years prior to 
tihe receipt of such notice; or 

"ig(B) with respect to any coverage group designated by the 
State, but only if the agreement has been in effect with respect 
to such coverage group for not less than five years prior to the 
recei'pt of such notice. 

"(2) If thre Administrator, after reasonable notice and opportunity 
for hearing to a State with whom he has entered into an agreement 
puLrisuant to this section, finds that the State has failed or is no longer 
legally able to comply substantially with any provision of such agree
mleat or of this section, hie shall notify such State that the agreement 
wRill be terminated in iths entirety2 or with respect to ainy one or more 
coverage groups designated by hirm, at such time, inot later than two 
years from the date of such notice, as lie deems appropriate, unless 
prior to such time he finds that there no longer is a-ny such failure 
or that the cause for such legal inability has been removed. 

"1(3) If any agreement entered into under this section is terminated 
in its entirety, the Administrator and the State may not again enter 
into an agreement pursuant to this section. If any such agreement is 
terminated! with respect to any coverage group, the Administrator 
andl the State may not thereafter modify such agreem-ent so as to again 
mnake the agreement applicable with respect to such coverage group. 

"Deposits in Trust Fund; Adjustmients 
"4(h) (1) All amounts received by the Secretary of the Treasury 

imder an agreement made pursuiant to this section shall be deposited 
in the Trust Fund. 

"(2) If more or less than the correct amount due under all agree
ment made pursuant. to this section is paid wvith respect to any payment 
of remuneration, proper adjustments with respect to the amiounts due 
uender such agreement shall be made, without interest, in such manner 

an t such times as may be prescribed by regulations of the 
Administrator. 

"(3) If an overpayment cannot be adjusted under paragraph (2), 
the amount thereof and the time or times it is to be paid shall be 
certified by the Administrator to the Managing Trustee, and the 
Managing Trustee, through the Fiscal Service of the Treasury Depart
ment and prior to any action thereon by the General Accounting 
Office, shiall make payment in accordance with such certification. The 
Managing Trustee shiall not be held personally liable for any payment 
or payments made in accordance with a. certification by time 
Administrator. 
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"iRegulations 

"1(i) Regulations of the Administrator to carry out the purposes of 
this section shall be designed to make the requirements imposed on 
States pursuant to this section the same, so far as practicable, as those 
imposed on employers pursuant to this title and subchapter A or E of 
chapter 9 of the Internal Revenue Code. 

"lo ailure To Make Payments 

`(j) In case any State does not make, at the time or times due, the 
payments provided for under an agreement pursuant to this section, 
there shall be added, as part of the amounts due, interest at the rate 
of 6 per centum per annum from the date due until paid, and the 
Administrator may, in his discretion, deduct such amounts plus 
interest from any amounts certified by him to the Secretary of the 
Treasury for payment to such State under any other provision of 
this Act. Amounts so deducted shall be deemed to have been paid 
to the State under such other provision of this Act. Amounts equal 
to the amounts deducted under this subsection are hereby appropriated 
to the Trust Fund. 

"Instrumentalities of Two or More States 

"(k) The Administrator may, at the request of any instrumentality 
of two or more States, enter into an agreement with such instrumen
tality for the purpose of extending the insurance system established 
by this title to services performed by individuals as employees of such 
instrumentality. Such. agreement, to the extent practicable, shall be 
governed by the provisions of this section applicable in the case of an 
agreement with a State. 

"Delegation of Functions 

"(1) The Administrator is authorized, pursuant to agreement with 
the head of any Federal agency, to delegate any of his functions under 
this section to any officer or employee of such agency and otherwise 
to utilize the services and facilities of such agency in carrying out such 
functions, and payment therefor shall be in advance or by way of re~m
bursement, as may be provided in such agreement." 

PUERTO RICO 

SEC. 107. Title II of the Social Security Act is amended by adding 
after section 218 (added by section 106 of this Act) the following: 

"ETFECTIVE DATE IN CASE OF PUERTO RICO 

"SEC. 219. If the Governor of Puerto Rico certifies to the President 
of the United States that the legislature of Puerto Rico has, by con
current resolution, resolved that it desires the extension to Puerto 
Rico of the provisions of this title, the effective date referred to in 
sections 210 (h), 210 (i), 210 (j, 211 (a) (7), and 211 (b shall be 
January 1 of the first calendar year -which begins more than ninety 
days after the date on which the President receives such certification." 
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RECORDS OF WAGES AND SELF-EMPLOYMENT INCOME 

SEC. 108. (a)Subsection (b) of section 205 of the Social Security 
Act is amended by inserting "former wife divorced, husband, wid
ower," after "'widow,". 

(b) Subsection (c) of section 205 of the Social Security Act is 
amended to read as follows: 

"(c) (1) For the purposes of this suibsect ion
"(A) The term 'year' means a calendar year when used with 

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

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

"6(C) The term 'survivor' means an individuial's spouse, former 
wife divorced, child, or parent, who survives such individuial. 

"(2) On the basis of information obtained by or submitted to the 
Administrator, and after such verification thereof as hie deems neces
sary, the Administrator Shall establish and maintain records of the 
amounts of wages paid to, and the amounts of self-emtployment income 
derived by, each individual and of the periods in which such w'ages 
were paid and such income was derived and, upon request, shiall 
inform any individual or his survivor, or the legal representative of 
such individual or his estate, of the amounts of wadtes dand Self-
employment income of such individual and the 1 )eriods (111rin~g which 
such wages were paid and such income was derived, as shown by such 
records at the time of such request. 

"t(3) The Administrator's records shall] be evidence for the purlpose
of proceedings before the Administrator or any court of the amounts 
of wages paid to, and self-employment income derived by, anl incdi
vidual and of the periods in which such wvages wvere lpaid anld such 
income was derived. The absence of an entry in such records as to 
wages alleged to have been paid to, or as to self-employm-ent income 
alleged to have been derived by, an individual in any period shall be 
evidence that no such alleged wages wvere paid to, or that no such 
allegyed income was derived by, such individual duiring such period. 

"(4) Prior to the expiration of the tim e liiato foloigln 
year the Administrator may, if it is broughlt to his attention that any 
entry~of wages or self-employment in~come in his records for such 
year is erroneous or that any itemn of wagesor self-eimplloymienit incomie 
for such year has been omitted from suche records, correct such enitry 
or include such omitted itemi in his records, as the case may be. After 
the expiration of the time limitation following-anly year

"(A) the Administrator's records (with changes, if anly, made 
pursuant to paragraph (5) ) of the amounts of wages paid to, 
and self-employment income derived by, ant individual during 
any period in such year shiall be Conclusive for the purposes Of 
this title; 

"1(B) the absence of ain entry in the Administrator's records 
as to the wages alleged to have been lpaid by anl employer to ant 
individual during any period in such year shall be presumptive 
evidence for the purposes of this title that no such alleged wages 
were paid to such individual in such period; and 

" (C)the absence of an entry in the Administrator's records as to 
the self-employment income allegd to have been derived by anl in
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dividual in such year shall -be conclusive for the purposes of this 
title that no such alleged self-employment income was derived by
such individual in such year unless it is shown that he filed a tax 
return of his self-employment income for such year before the 
expiration of 'the time limitation follow-ing such year, in which 
case the Admiinistrator shall include in his records the self-
employment income of such individual for such year.

(5) After the expiration of the time limitation following any year
in which wages were paid or alleged to have been paid to, or self-
employment income was derived or alleged to have been derived by, 
an individual, the Administrator may change or delete any entry with 
respect to wages or self-eirmlovm-ent income in his records of such year
for such individual or includle in his records of such year for such 
individual any omitted item of wages or self-employment income but 
only

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

"(B) if within the time limitation following such year an 
individual or his survivor makes a request for a chiange or 
deletion, or for an inclusion of an omitted item, and alleges in 
writing that the Administrator's records of the wages paid to, or 
the self-employment income derived by, such individual in such 
year are in one or more respects erroneous;- except that no such 
change, deletion, or inclusion may be made Ipursuant to this sub
paragraph after a final decision upon such request. Written 
notice of the Administrator's decision on any such request shall 
be given to the individual who made the request;

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

Board if such items were credited under this title when they
should have been credited under the Railroad Retirement Act, or 
to enter items transferred by the Railroad Retirement Board 
which have been credited under the Railroad Retirement Act 
when they should have been credited under this title; 

" (E) to delete or reduce the amount of any entry which is 
erroneous as a result of fraud; 

" (F) to conform his records to tax returns or portions thereof 
(including information returns and other written statements) 
filed with the Commissioner of internal Revenue under title VIII 
of the Social Security Act, under subchapter E of chapter 1 or 
subchiapter A of chapter 9 of the Internal Revenue Code, or under 
regulations made under authority of such title or subchapter, and 
to information retui'ns -filed by a State pursuant to an agreement
under section 218 or regulations of the Administrator thereunder; 
except that no amount of self-employment income of an individ
ual for any taxable year (if such return or statement was filed 
after the expiration of the time limitation following the taxable 
year) shall be included in the Administrator's records pursuant 
to this subparagraph in excess of the amount which has beeni 
deleted pursuant to this subparagraphl as payments erroneously 



[PuB. LAW M3.] 48 

ineludej1 in such records as wages paid to such individual in such 
taxable year; 

"(G) to correct errors made in the allocation, to individuals or 
periods, of wages or self -employment income entered in the 
records of the Administrator; 

"6(H) to include wages paid duiring any period in such year 
toan inditidual by anl employer if there is a.n absence of an 

entry in the Administrator's records of wages having been paid 
by such employer to such individual in such period; or 

"() to enter items which constitute remneinration for employ
ment under subsection (o), such entries to be in accordance with 
certified reports of records made by the Railroad Retirement 
Board pursuant to section 5 (k) (3) of the Railroad Retirement 
Act of 1937. 

"(6) Written notice of any deletion or reduction under paragraph
(4) or (5) shall be given to the individual -whose record is involved 
or to his survivor, except that (A) inthe case of a deletion or reduc
tion with respect to any entry Of wages such notice shall be given to 
such individual only if he has previously been notified by the Admiin
istrator of the amount of his wages for the period involved, anid (B) 
such notice shall be given to such survivor only if hie or the individual 
whose record is involved has previously been notified by the Admin
istrator of the amount of such individual's wages and self-employ
ment income for the period involved. e 

"(7) Uponrequestinwritiing (withiin such period, aifter any change 
or refusal of a request for a change of his records pursuant to this 
subsection, as the Administrator mnay prescribe), opportunity for 
hearing with respect to such change or refusal shall be afforded to 
any individual or his survivor. If a hearing is held pursuant to this 
paragraph the Administrator shall make findings of fact and a1deci
sion based upon the evidence adduced at such hearing and shall include 
any omitted items, or change or delete any entry, in hIs records as may 
be required by such findings and decision. 

"1(8) Decisions of the Administrator under this subsection shall be 
reviewable by commencing a civil action inl the United States district 
court as provided in subsection (g)." 

(c) Section 205 of the Social Security Act is amended by adding at 
the end thereof the following subsections: t 

"Crediting of Compensation Under the Railroad Retirement Act 
"1(o) If there is no person who would be entitled, upon a])plication 

therefor, to an annuity under section 5 of the Railroad Retirement 
Act of 1937, or to a lump-sumn payment under subsection (f) (1) of 
such section, with respect to the death of an employee (as defined 
in such Act), thenma, notwithstanding section 210 (a) (10) of this Act, 
compensation (as defined in sucsh Railroad Retirement Act, but exclud
ing compensation attributable as having been paid during any month 
on account of military service creditable under section 4 of such Act 
if wages are deem-ed to have been paid to such employee during such 
month under section 217 (a) of this Act) of such employee shall con
stitute remuneration for employment for purposes of determininga (A) 
entitlement to and the amiount of any lump-sum death payment uender 
this title onl the basis of such enulployee's wages and self-employment 
income and (B) entitlement to and the amiount of any monthly benefit 
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under this title, for the month in which such emnployee died or for any
month thereafter, on the basis of such wages and self-employment 
income. For such purposes, coimpensation (as so defined) paid in 
a calendar year shall, in the absence of evidence to the contrary, be 
presumed to have been paid in equal proportions -withrespect to all 
months in the year in which the employee rendered services for such 
comnpensation. 

"Special Rules in Case of Federal Service 

"(p) (1) XA~ithi respect to service included as employment under 
section 210 which is performied in the emiploy of the United States 
or in the employ of any instrumentality which is -wholly owned by the 
United States, the Administrator shall not make determninations as to 
whether an individual has performed such service, the periods of such 
service, the amounts of remuneration for such service which constitute 
wages under the provisions of section 209, or the periods in which or 
for which such wages were paid, but shiall accept the determinations 
with respect thereto of the head of the appropriate Federal agency 
or instrumentality, and of such agents as such head mnay designate, 
as evidenced by returns filed in accordance with the provisions of 
section 1420 (e) of the Internal Revenue Code and certifications made 
pursuant to this subsection. Such determinations shall be final and 
conclusive. 

"(2) The head of any such agency or instrumentality is authorized 
and directed, upon written request of the Administrator, to make 
certification to him with respect to any matter determinable for the 
Administrator by such head or his agents under this subsection, which 
the Administrator finds necessary in administering this title. 

"4'(3) The provisions of paragraphs (1) and (2) shall be applicable
in the case of service performed by a civilian employee, not compen
sated from funds appropriated by the Congress, in the Army and 
Air Force Exchange Service, Army and Air Force Motion Picture 
Service, Navy Exchanges, Marine Corps Exchanges, or other activi
ties, conducted by an instrumentality of the United States subject to 
the jurisdiction of the Secretary of Defense, at installations of the 
Department of Defense for the comfort, pleasure, contentment, and 
mental and physical improvement of personnel of such Department; 
and for purposes of paragraphs (1) and (2) the Secretary of Defense 
shall be deemed to be the head of such instrumentality." 

(d) The amendments made by subsections (a) and (c) of this section 
shall take effect on September 1, 1950. The amendment made by sub
section (b) of this section shall take effect January 1, 1951, except
that, effective on September 1, 1950, the husband or former wife 
divorced of an individual shall be treated the same as a parent of such 
individual, and the legal representative of an individual or his estate 
shall be treated the same as the individual, for purposes of section 
205 (c) of the Social Security Act as in effect prior to the enactment 
of this Act. 

MISCELLANEOUS AM1ENDMENTS 

SEC. 109. (a) (1) The second sentence of section 201 (a) of the Social 
Security Act is amended by striking out "such amounts as may be 
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appropriated to the Trust Fund" and inserting in lieu thereof "such 
amounts as may be appropriated to, or deposited in, the Trust Fund". 

(2) Section 201 (a) of the Social Security Act is amended by strik
ing out the third sentence and by inserting in lieu thereof the follow
ing: "There is hereby appropriated to the Trust Fund for the fiscal 
year ending Ju~ne 30, 1941, and for each fiscal year thereafter, out 
of. any moneys in the Treasury not otherwise appropriated, amounts 
equivalent to 100 per centum of

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

"(2) the taxes certifid each month by the Commissioner of 
Internal Revenue as taxes received under subchapter A of chap
ter 9 of such code which are deposited into the Treasury by col
lectors of internal revenue after December 31, 1950, and b~efore 
January 1, 1953, with respect to assessments o-f such taxes made 
before January 1, 1951; and 

"1(3) the taxes imposed by subchapter A of chapter 9 of such 
code with respect to wages (as defined in section 1426 of such 
code) reported to the Commissioner of Internal Revenue pursuant 
to section 1420 (c) of such code after December 31, 1950, as dTeter
mined by the Secretary of the Treasury by applyin g the applicable 
rates of tax under such subchapter to such wages, which wages 
shall be certified by the Federal Security Adhninistrator on the 
basis of the records of wages established and maintained by such 
Administrator in accordanice with such reports; and 

"(4) the taxes imposed by subchapter E of chapter 1 of such 
code -with respect to self-employment income (as defned in sec
tion 481 of such code) reported to the Commissioner of Internal 
Revenue on tax returns under such subchapter, as determined by 
the Secretary of the Treasury by applying the applicable rate of 
tax under such subchapter to such self-employment income, which 
self -employment income shall be certified by the Federal Security 
Administrator on the basis of the records of self-employment 
income established and maintained by the Administrator in 
accordance with such returns. 

The amounts appropriated by clauses (3) and (4) shall be transferred 
from time to time from the general fund in the Treasury to the Trust 
Fund on the basis Of estimates by the Secretary of the Treasury of the 
taxes, referred to ini clauses (3) and (4).~paid to or deposited into the 
Treasury ; and pr1oper' adjustments shall be made in ,amounts subse
quently transferred to the extent prior estimates were in excess of or 
were less than the qamounts of the taxes referred to int such clauses." 

(3) Section 201 (a) of the Social Security Act is amended by strik
ing out the following(,: "There is also authorized to be appropriated to 
the Trust Fund such additional sumns as may be required to finance the 
benefits and payments providedl under this title." 

(4) Section 201 (b) of such Act is amiended by strikinga out "Chair
man of the Social Securit'y Board" andi inserting in lien thereof "Fed
eral Security Adminiistrator". 
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(5) Section 201 (b) of such Act is amended by adding after the
second sentence thereof the following new sentence: "The Commis
sioner for Social Security shall serve as Secretary of the Board of 
Trustees.". 

(6) Paragraph (2) of section 201 (b) of such Act is amended by
stiking out "onl the first day of each regular session of the Congress"

and inserting in lieu thereof "not later than the first day of March of 
each year". 

(7) Section 201 (b) of such Act is amended by striking out the 
period at the end of paragraph (3) and inserting in lieu thereof 

";and,", and by adding the following new paragraph:
"(4) Recommend improvements in administrative procedures

and policies designed to effectuate the proper coordination of th3 
old-age and survivors insurance and Federal-State unemployment
comipensation programns."

(8 ) Section 201 (b):1of such Act is amended by adding at the end 
thereof the following: "Such report shall be printed as a House docu
ment of the session of the Congress to which the report is made." 

(9) Section 201 (f) of such Act is amended to read as follows: 
"(f) (1) The Managing Trustee is directed to pay from the Trust 

Fund into the Treasury the amounit estimated by him and the Federal 
Security Administrator -which will be expended during a three-month 
period by the Federal Security Agency and the Treasury Department
for the administration of titles II and VIII of this Act and sub
chapter E of chapter 1 and subchapter A of chapter 9 of the Internal 
Revenue Code. Such payments shall be covered into the Treasury 
a~s repayments to the account for reimbursement of expenses incurred 
in connection with the -administration of titles II and VIII of this 
Act and subchapter E of chapter 1 and subchapter A of chapter 9 of 
the Internal Revenue Code. 

"4(2) The Managing, Trustee is directed to pay from time to time 
fromi the Trust Fund into the Treasury the amount estimated by him 
as taxes which are subject to refund under section 1401 (d) of the 
-Internal Revenue Code~with respect to wvages (as defined in section 
1426 of such code) paid afte-z December 31, 1950. Such taxes shall 
be determined onl the basis of the records of wages established and 
maintained by the F1?cleral Security Administrator in accordance with 
the wages reported to the Conumnnissioner of Internal Revenue pur
suant to section 1420 (c) of such code, and the Administrator shiall 
furnish the Managing Trustee such information as may be required
by the Trustee for such purpose. The payments by the Managing
Trustee shall be cov-ered into the Treasury as repaymnents to the account 
for refunding interu:al revenue collections. 

"(3) Repayments made under p~aragraph (1) or (2) shall not be 
available for expenditures but shall be carried to the surplus fund 
of the Treasury. If it subsequently appears that, the estimates under 
either such paragraph in any particuflar period were too high or too 
lowV, approp~riate adl~ustmnents shall be made by the Managing Trustee 
inl future paymlenits."I t 

(b) (1) Sections 204, 205 (other than subsections (c) and (1))
andl 266 of such Act are amended by striking out "Board" wherever 
appearing therein and inserting in lieu thereof "Administrator"; by
Svliling out "IBoard['s" wherever appearing therein and inserting in 
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lieu thereof "Admninistrator's";- and by striking out (where they refer 
to the Social Security Board)I"it" and "its" and inserting in lieu 
thereof "he", "him", or "his", as the context may require.

(:2) Section 205 (1) of such Act is amended to read as follows: 
"(1) The Administrator is authorized to delegate to any member, 

officer-. or employee of the Federal Security Agency designated by him 
any of the powers conferred upon hin by this section, and is authorized 
to be represented by his own attorneys in any court in any case or pro
ceeding arising under the provisions of subsection (e) ." 

(c) Section 208 of such Act is am-ended bstlking out the words 
"4the Federal Insurance Contributions Act" and inserting in lieu 
thereof the following: "1subchapter E of chapter 1 or subchapter A 
or E of chapter 9 of the Internal Revenue Code". 

SERVICES FOR COOPERATiVES PRIOR TO 195i1 

SEC. 110. In any case in which
(1) an individual has been employed at any time prior to 1951 

by organizations enumerated in the first sentence of section 101 
(12) of the Internal Revenue Code, 

(2) th-e service per~formed by such individu~alcduring-the time he 
was so employed constituted agricultural labor as defined in sec
tion 209 (1) of the Social Security Act and section 1426 (Ii) of 
the Internal Revenue Code, as in effect prior to the enactment of 
this Act, and such service would, but for the provisions of such 
sections, have constituted employment for the purposes of title II 
of the Social Security Act and subchapter A of chapter 9 of such 
Code, 

(3) the taxes imposed by sections 1400 and 1410 of the Internal 
Revenue Code have been paid with respect to any part of the 
remuneration paid to such individual by such organization for 
such service and the payment of such taxes by such organization 
has been made in good faith upon the assumption that such service 
did not constitute agricultural labor as so defined, and 

(4) no re-fund of such taxes has been obtained, 
tae amount of such remuneration with respect to which such taxes have 
been paid shall be deemed to constitute remuneration for employment 
ais defined in section 209 (b) of the Social Security Act as in effect prior 
to the enactment of this Act (but it shall not constitute wages for 
I,,urposes of deductions under section 203 of such Act for months for 
which benefits under title IT of such Act have been certified and paid 
1)rior to the enactment of this Act). 

TITLE TI-AME2NDMENTS TO INTE RNAL REVENUE COD)E 

RATE OF TAX ON WAGES 

SEC. 201. (a) Clauses (2) and (3) of section 1400 of the Internal 
Revenue Code are amended to read as follows: 

"(2) With respect to wages received durcing the calendar years 
1950 to 1953, both inclusive, the rate shall be 1½/per centum. 

"~(3) With respect to wages received during the calendar years 
1954 to 1959, both inclusive, the rate shall be 2 per centum. 

"(4) With respect to wages received during the calendar years 
1960 to 1964, both inclusive, the rate shall be 21/2 per centuim. 
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"()With respect to wages received during the calendar years
1965 to 1969, both inclusive, the rate shall be 3 per centum. 

"(6) With respect to wages received after December 31, 1969,
the rate shall be 31/4 per centurn." 

(b) Clauses (2) and (3) of section 1410 of the Internal Revenue 
Code are amended to read as follows: 

"(2) With respect to wages paid during the calendar years
1950 to 1953, both inclusive, thle rate shall be 1½/per centurn. 

"(3) *With respect to wages paid during the calendar years
1954 to 1959, both inclusive, thle rate shall be 2 per centumi. 

"(4) With respect to wages paid during the calendar years
1960 to 1964, both inclusive, the rate shall be 21/2 per centumi. 

"(5) With respect to wages paid during the calendar years
1965 to 1969, both inclusive, the rate shall be 3 per centuin. 

"(6) With respect to wages paid after December 31, 1969, the 
rate shall be 31/4 per centum."1 

FEDERAL SERVICE 

SEC. 202. (a) Part II of subchapter A of chapter 9 of the Internal 
Revenue Code is amended by addhig after section 1411 the following 
new section: 

"~SEC. 1412. INSTRUMENTALITIES OF THE UNITED STATES. 
"Notwithstanding any other provision of law (whether enacted 

before or after the enactment of this section) which grants to any
instrumentality of the United States an exemption fromn taxation, such
instrumemntality shall not be exemipt from the tax imposed by section 
1410 unless such other provision of law grants a specific exemption,
by reference to section 1410, from the tax imposed by such seto. 

(b) Section 1420 of the Internal Revenue Code is amended by adding
at the end thereof the following new subsection: 

"~(Je) FEDERAL SERVICE.-In the case of the taxes imposed by this 
sucapter -with respect to service performed in the employ of the 

United States or in thle employ of any instrumientality which is wholly
owned by the United States, the determination whether an individual
has performed service which constitutes employment as defined in sec
tion 1426, the determination of the amount of remuneration for such 
service which constitutes wvages as defined in such section, and the re
turn and payment of the ta-xes imposed by this subchapter, shall be 
made by the head of the Federal agency or instrumentality having
the control of such service, or by suich agents as such head m~ay desig
nate. The person making such return may, for convenience of admin
istration, make payments of thle tax imposed under section 1410 with 
respect to such service without regard to the $3,600 limitation in
section 1426 (a) (1), and he shall not be required to obtain a refund
of thle tax paid under section 1410 on that part of the remuneration 
not included in wages by reason of section 1426 (a) (1). The provi
sions of this subsection shall be applicable in the case of service per
formed by a civilian employee, not compensated from funds appropri

ate byth heArmy and Air Force Exchange Service,Cogresin
ArmyandAirForc MoionPicture Service, Navy Exchanges, Marine 
Corp Exhangs, r oter ctivities, conducted by an instrumentality
of te the jurisdictionUitedStaes sbjet to of the Secretary of 
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Defense, at installations of the Department of Defense for the comfort, 
pleasure, contentment, and mental and physical improvement of per
soninel of such Department; and for purposes of this subsection the 
Secretary of Defense shall be deemed to be the head of such instru
mentality." 

(c) Section 1411 of the Internal Revenue Code is amended by adding 
at the end thereof the following new sentence: "For the purposes of 
this section, in the case of remuneration received from the United 
States or a wholly owned instrumentality thereof during any calendar 

rerafter the calendar year 1950, each head of a Federal agency or 
instrumentality who makes a return pursuant to section 1420 (e) and 
each ageint, designated by the head of a Federal agency or instru
mentality, who makes a return pursuant to such section shall be 
deemed a separate employer.". 

(d) The amendments made by this section shall be applicable only 
with respect to remuneration paid after 1950. 

DEFINITION OF WAGES 

SEC. 203. (a) Section 1426 (a) of the Internal Revenue Code is 
amended to read as follows: 

"(a) WAGES.-The term 'wages' means all remuneration for employ
mnent, including the cash value of all remuneration paid in any medium 
other than cash; except that such term shall not include

"~(1) That part of the remuneration which, after remunera
tion (other than remuneration referred to in the succeeding para
graphs of this subsection) equal to $3,600 with respect to 
employment has been paid to an individual by an employer dur

igany calendar year, is paid to such individual by such employer 
during such caleindar year. If ain employer (hereinafter Preferred 
to as successor employer) during any calendar year acquires sub
stantially all the property used in a trade or business of another 
employer (hereinafter referred to as a predecessor), or used in a 
separate unit of a trade or business of a predecessor, and immedi
ately after the acquisition employs in his trade or business an 
individual who immediately prior to the acquisition was employed 
in the trade or business of such predecessor, then, for the purpose 
of determining whether the successor employer has paid remunera
tion (other than remuneration referred to in the succeeding para
graphs of this subsection) with respect to employment equal to 
$3,600 to such individual during such calendar year, any remuniera
tion (other than remuneration referred to in the succeeding 
paragraphs of this subsection) with respect to employment paid 
(or considered under this paragraph as having been paid) to 
such individual by such predecessor during such calendar year 
and prior to such acquisition shall be considered as having been 
paid by such successor employer; 

",(2) The amount of any payment (including any amount paid 
by an employer for insurance or annuities, or into a fund, to 
provide for any such payment) made to, or on behalf of, an 
employee or any of his dependents under a plan or system estab
lishied by an employer which makes provision for his employees 
generally (or for his employees generally and their dependents) 
or for a class or classes Of his employees (or for a class or classes 
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of his employees and their dependents), on account of (A) retire
ment, or (B) sickness or accident disability, or (C) medical or 
hospitalization expenses in connection with sickness or accident 
disability, or (D) death; 

"4(3) Any payment made to an employee (including any amount 
paid by an employer for insurance or annuities, or into a fund, to 
provide for any such payment) on account of retirement; 

"(4) Any payment on account of sickness or accident disability, 
or medical or hospitalization expenses in connection with sick
ness or accident disability, made by an employer to, or on behalf 
of, an employee after the expiration of six calendar mionths fol
lowing the last calendar mouth in which the employee worked for 
such employer; 

"(5) Any payment made to, or on behalf of, an employee or 
his beneficiary (A) from or to a trust exempt from tax under 
section 165 (a) at the time of such payment unless such payment 
is made to an employee of the trust as remuneration for services 
rendered as such emiployee and not as a beneficiary of the trust, 
or (B) under or to an annuity plan whichi, at the time of such 
payment, meets the requirements of section 165 (a) (3), (4), (5), 
and (6):. 

" (6) The payment by an employer (-,vithout deduction from 
the remuneration of the employee) (A) of the tax imposed upon 
an employee umnder section 1400, or (B) of any payment required 
from an employee under a State unemployment compensation 
law: 

"(7) (A) Remuineration paid in any medium other than cash to 
ain employee for service not in the course of the emiployer's trade 
or business or for domestic service in a private home of the 
eniployer; 

" (B) Cash remuneration paid by an employer in any calendar 
quarter to an employee for domestic service in a private home of 
the emiployer, if the cash remuneration paid in the quarter for such 
service is less than $50 or the employee is not regularly employed 
by the employer in such quarter of payment. For the purposes 
of this subparagraph, an employee shiall be deemied to be regularly 
employed by an employer during a calendar quarter only if (i) on 
each of some twenty-four days during the quarter the employee 
performs for the employer for some portion of the day domestic 
service in a private home of the employer, or (ii) the employee 
was regularly employed (as determined under clause (i)) by the 
employer in the perform~ance of such service during the preceding 
calendar quarter. As used in this subparagraph, the term'2 
'domestic service in aI private home of the employer' does not 
include service described in subsection (h)~ (5) 

".(8) Remuneration paid in any medium other than cash for 
agricultural labor; 

"(9) Any payment (other than vacation or sick pay) made to 
an employee after the month in which lie attamins the age of sixty-
five, if he did not work for the employer in the period for which 
such payment is made; or 

" (10) Remuneration pa id by an employer in any calendar quar
ter to an employee for se-rvice~described in subsection (d) (3) (C) 
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(relating to home workers), if the cash remuneration paid in such 
quarter by the employer to the employee for such service is less 

(b) So much of section 1401 (d) (2) of the Internal Revenue Code 
as precedes the second sentence thereof is amended to read as follows: 

"(2) WAGES RECEIVED DURING 1947, 1948, 1949, AND 1950.-Ifby reason of an employee receiving wages from moeta n 
employer during the calendar year 1947, 1948, 1949, or 1950, the 
wages received by him during such year exceed $3,000, the 
employee shall be entitled to a refund of any amount of tax, with 
respect to such wages, imposed by section 1400 and deducted from 
the employee's wages (whether or not paid to the collector), which 
exceeds the tax with respect to the first $3,000 of such wages
received." 

(c) Section 1401 (d) of the Internal Revenue Code is amended by
adding t the end thereof the following new paragraphs:

"(3) WAGES RECEIVED AFrER ioso.-If by reason of an employee
receiving wages from more than one employer during any cal-
endar year after the calendar year 1950, the wages received by
him during such year exceed $3,600, the employee shall be entitled 
to a refund of any amount of taK, with respect to such wages,
imposed by section 1400 and deducted from the employee's wages
(whether or not paid to the collector), which exceeds the tax 
with respect to the first $3,600 of such wages received. Refund 
under this section may be made in accordance with the provisions
of law applicable in the case of erroneous or illegal collection of 
the tax; except that no such refund shall be made unless (A)
the employee makes a claim, establishing his right thereto, after 
the calendar year in which the wages were received with respect
to which refund of tax is claimed, and (B) such claim is made 
within two years after the calendar year in which such wages 
were received. No interest shall be allowed or paid with respect 
to any such refund. 

" (4) SPECIAL RULES IN THE CASE OF FEDERAL AND STATE 

EMPLOYEES.
"(A) Federal Employees.-In the case of remuneration 

received from the United States or a wholly owned instru
mentality thereof during any calendar year after the calendar 
year 1950, each head of a Federal agency or instrumentality
who makes a return pursuant to section 1420 (e) and each 
agent, designated by the head of a Federal agency or instru
mentality, who makes a return pursuant to such section shall, 
for the purposes of subsection (c) and paragraph (3) of this 
subsection, be deemed a separate employer; and the term 
'wages' includes, for the purposes of paragraph (3) of this 
subsection, the amount, not to exceed $3,600, determined by
each such head or agent as constituting ae ai oa 
employee. ~wgspi oa 

"(B3) State Employees.-For the purposes of paragraph
(3)ofhi susecio, i te case of remuneration received 
dunn~ fter the calendar year 1950, theay caendr ye~r 
ter ~iage' uchreunerationiclues for services covered 

by a agremen puruant to section 218 of the Socialmad 
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Security Act as would be wages if such services constituted 
employment; the term 'employer' includes a State or any
political subdivision thereof, or any instrumentality of any 
one or more of the foregoing; the term 'tax' or 'tax imposed
by section 1400' includes, in the case of services covered by 

an areemnt section 218 of the Socialmde prsunt to 
SecritAc, a amuntequvalent to the tax which would be 
impsedbyecton 400 ifsuch services constituted employ-
menasdefnedin ecton 426; and the provisions of para

*graph (3) of this subsection shall apply whether or not any
amiount deducted from the employ. -e's remuneration as a 
result of an agreement made pursuant to section 218 of the 
Social Security Act has been paid to the Secretary of the 
Treasury."

(d) The amendment made by subsection (a) of this section shall be 
applicable only with respect to remuneration paid after 1950. In the 
case of remuneration paid prior to 1951, the determination under 
section 1426 (a) (1) of the Internal Revenue Code (prior to its amend
ment by this Act) of whether or not such remuneration consti
tuted wages shall be made as if subsection (a) of this section had not 
been enacted and without inferences drawn from the fact that the 
amendment made by subsection (a) is not made applicable to periods
prior to 1951. 

DEFINITION OF EMPLOYMENT 

SEc. 204. (a) Effective January 1, 1951, section 1426 (b) of the 
Internal Revenue Code is amended to read as follows: 

"(b) EMPLOYMENT.-The term 'employment' means any service per
formed after 1936 and prior to 1951 which was employment for the 
purposes of this subchapter under the law applicable to the period in 
which such service was performed, and any service, of vwhatever nature,
performed after 1950 either (A) by an employee for the person
employing him, irrespective of the citizenship or residence of either,
(i) within the United States, or (ii) on or in connection with an 
American vessel or American aircraft under a contract of service 
which is entered into within the United States or during the perform
ance of which and while the employee is employed on the vessel or 
aircraft it touches at a port in the United States, if the employee is 
employed on and in connection with such vessel or aircraft when 
outside the United States, or (B) outside the United States by a 
citizen of the United States as an employee for an American employer
(as defined in subsection (i) of this section) ; except that, in the case 
of service performed after 1950, such term shall not include

"(1) (A) Agricultural labor (as defined in subsection (h) of 
this section) performed in any calendar quarter by an employee,
unless the cash remuneration paid for such labor (other than 
service described in subparagraph (B3)) is $50 or more and such 
labor is performed for an employer by an individual who is 
regularly employed by such employer to perform such agricul
tural labor. For the purposes of this subparagraph, an indi
vidual shall be deemed to. be regularly employed by an employer
during a calendar quarter only if

"(i) such individual performs agricultural labor (other
than service described in subparagraph (B3)) for such em
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ployer on a full-time basis on sixty days during such quarter, 
and 

"(ii) the quarter was immediately preceded by a qualify
ing quarter. 

For the purposes of the preceding sentence, the term 'qualifying 
quarter' means (I) any quarter during a11 of whichi such indi
vidual was continuously employed by such employer, or (1I) any 
subsequent quarter vjlich meets the test of clause (i) if, after 
the last quarter during all of which such individual was continu
ously employed by such employer, each intervening quarter met 
the test of clause (i). Notwithstanding the p receding provisions 
of this subparagraph, an individual shall also be deemed to be 
regularly employed by an employer during a calendar quarter if 
such individual was regularly employed (upon application of 
clauses (i) and (ii)) by such employer during the preceding 
calendar quarter. 

"(B) Servi-ce performed in connection with the production or 
harvesting of any commodity defined as an agricultural com
modity in section 15 (g) of the Agricultural Marketing Act, as 
amended, or in connection with the gainning ot cotton; 

"(2) Domestic service performed in a local college club, or local 
(chapter of a college fraternity or sorority, by a student who is 
Enrolled and is regularly attending classes at a school, college, or 
university; 

"1(3) Service not in the course of the employer's trade or busi
ness performed in any calendar quarter by an employee, unless 
the cash remuneration paid for such service is $50 or more and 
such service is performed by an individual who is regularly em
ployed by such employer to perform such service. For the pur
poses of this paragraph, an individual shall be deemed to be regu
larly employed by an employer during a calendar quarter only 
if (A) on each of some twenty-four days during such quarter 
such individual performs for such employer for some portion of 
the day service not in the course of the employer's' trade or busi
ness, or (B) such individual was regularly employed (as deter
mined under clause (A)) by such employer in the performance 
of such service during the preceding calendar quarter. As used 

in tis te trm of the emararap, service not in the course 
ployr'strae o buines' oes not include domestic service in a 
privte he not include service deomeof mplyer and does 

"(4) Service performed by an individual in tlhe employ of his 
son, daughter, or spouse, and service performed by a child under 
the age of twenty-one in the employ of his father or mother; 

"(5) Service performed by an individual on or in connection 
with a vessel not an American vessel, or on or in connection with 
an aircraft not an American aircraft, if the individual is employed 
on and in connection with such vessel or aircraft when outside 
the United States; 

"(6) Service performed in the employ of any instrumentality 
of the United States, if such instrumentality is exempt from th~e 
tax imposed by section 1410 by virtue of any provision of iaw 
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which specifically refers to such section in granting such 
exemption;

"(7) (A) Service performed in the employ of the United 
States or in the employ of any i~nstrumentality of the United
States, if such service is covered by a retirement system established 
by a law of the United States;

"(B) Service performed in the employ of an instrumentality
of the United States if such an instrumentality was exempt from
the tax imposed by section 1410 on December 31, 1950, except that 
the provisions of this subparagraph shall not be applicable to

cc(i) service performed in the employ of a corporation
which is wholly owned by the United States;

"(ii) service performed in the employ of a national farm 
loan association, a production credit association, a Federal 
Reserve Bank, or a Federal Credit Union;

"(iii) service performed in the employ of a State, county, 
or community committee under the Production and Market
ino Administration; or 

, (iv) service performed by a civilian employee, not com
penisated from funds appropriated by the Congress, in the 
Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps
Exchangres, or other activities, conducted by an instrumen
tality of the United States subject to the jurisdiction of the 
Secretary of Defense, at installations of the Department of
Defense for the comfort, pleasure, contentment, and mental 
and physical improvement of personnel of such Department;

"(C) Service performed in the employ of the United States 
or in the employ of any. instrumentality of the United States, if 
such service is performed

4C()as the President or Vice President of the United 
States or as a Member, Delegate, or Resident Commissioner, 
of or to the Congress;

"(ii) in the legislative branch;
"(iii) in the field service of the Post Office Department

unless performed by any individual as an employee who is 
excluded by Executive order from the operation of the Civil 
Service Retirement Act of 1930 because he is serving under 
a temporary appointment pending final determination of 
eligibility for permanent or indefinite appointment;

"(iv) in or under the Bureau of the Census of the Depart
ment of Commerce by temporary employees employed for the 
taking of any census; 

"6(V) by any individual as an employee who is excluded by
Executive order from the operation of the Civil Service 
Retirement Act, of 19390 because he is paid on contract ora 
fee basis; 

" (vi) by any individual as an employee receiving nominal 
compensation of $12 or less per annum;

"4(vii) in a hospital, home, or other institution of the United 
States by a patient or inmate thereof ; 

"(viii) by any individual as a consular agent appointed 
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under authority of section 551 of the Foreign Service Act of 
1946 (22 U. S. C., sec. 951);

"( ix) by, any individual as an employee included under 
section 2 of the Act of August 4, 1947 (relating to certain 
interns, student nurses, and other student employees of hos
pitals of the Federal Government; 5 U. S. C., sec. 1052) 

"(x) by any individual as an employee serving on a tem
pora-ry basis in case of fire, storm, earthquake, flood, or other 
similar emergency; 

"(Xi) by any individual as an employee who is employed 
under a Federal relief program to relieve him from unem
ployment; 

"6(xii) as a member of a State, county, or community com
mittee under the Production and Marketing Administration 
or of any other board, council, committee, or other similar 
body, unless such board, council, committee, or other body is 
composed exclusively of individuals otherwise in the full-
time employ of the United States; or 

"(xiii) by an individual to whom the Civil Service Retire
ment Act of 1930 does not apply because such individual is 
subject to another retirement system; 

"8) Service (other than service which, under subsection (k), 
constitutes covered transportation service) performed in the 
employ of a State, or any political subdivision thereof, or any 
instrumentality of any one or more of the foregoing which is 
wholly owned by one or more States or political subdivisions ; 

"~(9) (A) Service performed by a duly ordained, commis
sioned, or licensed minister of a church in the exercise of his 
ministry or by a member of a religious order in the exercise of 
duties required by such order; 

"(B) Service performed in the employ of a religious, chari
table, educational, or other organization exempt froin income tax 
under section 101 (6), but this subparagraph shall not apply to 
service performed during the period for which a certificate, filed 
pursuant to subsection (F), is in effect if such service is performed 

Elyan employee (i) whose signature appears on the list filed by 
such organization under -subsection (1), or (ii) who becamne an 
employee of such organization after the calendar quarter in which. 
the certificate was filed; 

"(10) Service performed by an individual as an employee or 
employee representative as defined in section 1532; 

"(11) (A) Service performed in any calendar quarter in the 
employ of any organization exempt from income tax under section
ioi, i.i the remuneration for such service is less than $50; 

"(B) Service performed in the employ of a school, college, or 
University if such service is performed by 'a student who is enrolled 
and is regularly attending classes at such school, college, or 
university;

"(12) Service performed in the employ of a foreign govern
ment (including service as a consular or other officer or employee 
or a nondiplomatic representative) ; 

"(13) Service performed in the employ of an instrumentality 
wholly owned by a foreign govei-ninent
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"(A) If the service is of a character simailar to that per
formed in foreign countries by employees of the United States 
Government or of an instrumentality thereof; and 

"6(B) If the Secretary of State shall certify to the Secre
tary of the Treasury that the foreign government, with 
respect to whose instrumentality and employees, thereof 
exemption is claimed, grants an equivalent exemption with 
respect to similar service performed in the foreign country
by employees of the United States Government and of instru
mentalities thereof ;

"(14) Service performed as a student nurse in the employ of 
a hospital or a nurses' training school by an individual who is 
enrolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law; and service 
performed as an interne in the employ of a hospital by an individ
ual who has completed a four years' course in a medical school 
chartered or approved pursuant to State law;

"(15) Service performed by an individual in (or as an officer or 
member of the crew of a vessel while it is engaged in) the catching,
taking, harvesting, cultivating, or farming of any kind of fish,
shellfish, crustacea, spong'es, seaweeds, or other aquatic forms of 
animal and.-vegetable lifre (including service performed by any
such individual as an ordinary incident to any such activity), 
except (A) service performed in connection with the catching or 
taking of salmon or halibut, for commercial purposes, and (B)
service performed on or in connection with a vessel of more than 
ten net tons (determined in the manner provided for determining
the register tonnage of merchant vessels uhder the laws of the 
United States)

"(16) (A) Service performed by an individual under the age
of eighteen in the delivery or distribution of newspapers or 
shopping news, not including delivery or distribution to any point
for subsequent delivery or distribution; 

"(B) Service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under 
an arrangement under which the newspapers or magazines are to 
be sold by him at a fixed price, his compensation being based on 
the retention of the excess of such price over the amount at which 
the newspapers or magazines are charged to him, whether or not 
he is guaranteed a minimum amount of compensation for such 
service, or is entitled to be credited with the unsold newspapers
or magazines turned back; or 

"(17) Service performed in the employ of an international 
organization." 

(b) Effective January 1, 1951, section 1426 (e) of the Internal 
Revenue Code is amended to read as follows: 

"(e) STATE, ETc.
" (1) The term 'State' includes Alaska, Hlawaii,. the District of 

Columbia, and the Virgin Islands; and on and after the effective 
date specified in section 3810 such term includes Puerto Rico. 

"(2) UNITEDSTATES.-TIhe term 'United States' when used in 
a geographical sense includes the Virgin Islands; and on and after 
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the effective date specified in section 3810 such term includes 
Puerto Rico. 

"(3) CITIZEN.-An individual who is a citizen of Puerto Rico 
(but not otherwise a citizen of the United States) and who is not 
a resident of the United States shall not be considered, for the 
purposes of this section, as a citizen of the United States prior 
to the effective date specified in section 3810." 

(c) Section 1426 (g) of the Internal Revenue Code is amended by 
striking out "(g) AMERICAN VEssEI~.-" and inserting in lieu thereo~f 
"1(g) AMERICAN VESSEL AND AIRCRAFT.-", and by striking out the 
period at the end of such subsection and inserting in lieu thereof the 
following: "; and the term 'American aircraft' means an aircraft 

reistered under the laws of the United States." 
'e(d) Section 1426 (h) of the Internal Revenue Code is amended to 

read as follows: 
" (h) AGRICULTURAL LABORi.-The term 'agricultural labor' includes 

all service performed
"1) On a farm, in the employ of any person, in connection 

with cutvating the soil, or in connection with raising or harvest
ing any agricultural or horticultural commodity, including the 
raising, shearing, feeding, caring for, training, and management 
of livestock, bees, poultry, and fur-beaiing aunials and wildlife. 

"(2) In the employ of the owner or tenant or other operator 
Of a farm, in connection with the operation, management, conser
vation, improvement, or maintenance of such farm and its tools 
and eq~uipment, or in salvaging timber or clearing land of brush 
and other debris left by a hurricane, if the major part of such 
service is performed on a farm. 

"1(3) In connection with the production or harvesting of any 
commodity defined as an agricultural commodity in section 15 (g) 
of the Agricultural Marketing Act, as amended, or in connection 
with the ginning of cotton, or in connection with the operation 
or maintenance of ditches, canals, reservoirs, or waterways, not 
owned or operated for profit, used exclusively for supplying and 
storing water for farming purposes. 

"(4) (A) In the employ of the operator of a farm in handling,
planting, drying, packing, packaging, processing, freezing, grad
ing, storing, or delivering to storage or to market or to a carrier 
for transportation to market, in its unmanufactured state, any 
agricultural or horticultural commodity; but only if such operator 
produced more than one-half of the commodity with respect to 
which such service is performed. 

"(B) In the employ of a group of operators of farms (other 
than a cooperative organization) in the performance of service 
described in subparagraph (A), but only if such operators pro
duced all of the commodity with respect to which such service is 
performed. For the purposes of this subparagraph, any unin
corporated group of operators shall be deemed a cooperative 

*	organization if the number of operators comprising such group 
is more than twenty at any time during the calendar quarter in 
which such service is performed. 

"(C) The provisions of subparagrapbs kA) and (B) shall not 
be deemed to be applicahle with respect. to service performed in 
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connection. with commercial canning or commercial freezing or
in connection with any agricultural or horticultural commodity
after its delivery to a terminal market for distribution for 
consumption. 

" (5) On a farm operated for profit if such service is -notin the 
course of the employer's trade or business or is domestic service 
in a private home of the employer.

"As used in this section, the term 'farm' includes stock, dairy,
poultry, fruit,. fur-bearing animal, and truck farms, plantations,
ranches, nurseries, ranges, greenhouses or other similar structures used 
primarily for the raising of agricultural or horticultural commodities, 
and orchards." 

(e) Section 1426 of the Internal Revenue Code is amended by strik
ing out subsections (i) and (j) and inserting in lieu thereof the 
following:

"(i) AMERICAN EMFLoyEiR.-The term 'American employer' means 
an employer which is (1) the United States or any instrumentality
thereof, (2) an individual who is a resident of the United States, (3) a
partnership, if two-thirds or more of the partners are residents of the 
United States, (4) a trust, if all of the trustees are residents of the
United States, or (5) a corporation organized under the laws of the 
United States or of any State.

"6(j) COMPUTATION OF WAGES IN CERTAIN CASEs.-For purposes of
this subchapter, in the case of domestic service described in subsection 
(a) (7) (B), any payment of cash remuneration for such service which
is more or less than a whole-dollar amount shall, under such conditions
and to such extent as may be prescribed by regulations made under 
this subchapter, be computed to the nearest dollar. For the purpose
of the computation to the nearest dollar, the payment of a fractioinal 
part of a dollar shall be disregarded unless it amounts to one-half
dollar or more, in which case it shall be increased to $1. The amount 
of any payment of cash remuneration so computed to the nearest dollar 
shall, in lieu of the amount actually paid, be deemed to constitute the 
amount. of cash remuneration for purposes of subsection (a) (7) (B).

"(k) COVERED TRANSPORTATION SERVICE.
" (1) Existing transportation systems-General rule.-Except 

as provided in paragraph (2), all service performed in the employ
of a State or political subdivision in connection with its operation
of a public transportation system shall constitute covered trans
portation service if any part of the transportation system was
acquired from private ownership after 1936 and prior to 1951.

" (2) Existing transportation system-s-Cases in which no 
transportation employees, or only certain employees, are coy
ered.-Service Performed in the employ of a State or political
subdivision in connection with the operation of its public trans
portation system shall not constitute covered transportation
service if

"(A) any part of the transportation system was acquired
from private ownership after 1936 and prior to 1951, and 

subtanialy ll ericeinconnection with the operatron of 
thetraspotaton ystm s, on December 31, 1950, covered 
unde aenerl rtireentsystem providing benefits- which,
by easna-proisin State constitution dealingo f the 
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specifically with retirement systems of the State or political 
subdivisions thereof, cannot be diminished or impaired; or 

" (B) no part of the transportation system operated by the 
State or political subdivision on December 31, 1950, was 
acquired from private ownership after 1936 and prior to 1951; 

except that if such State or political subdivision -makes an acqui
sition after 1950 from private ownership of any part of its trans
portation system, then, in the case of any employee who

"(C9) became an employee of such State or political sub
division in connection with and at the time of its acquisition 
after 1950 of such part, and 

"1(D) prior to such acquisition rendered service in employ
ment (including as employment service covered by an agree
ment under section 218 of the Social Security Act) in con
nection with the operation of such part of the transportation 
system acquired by the State or political subdivision, 

the service of such employee in connection with the operation of 
the transportation system shall constitute covered transportation 
service, commencing with the first day of the third calendar quar
ter following the calendar quarter in which the acquisition of such 
part took place, unless on such first day such service of such 
employee is covered by a general retirement'system which does 
not, with respect to such employee, contain special provisions 
applicable only to employees described in subparagraph (C). 

",(3) Transportation systems acquired after 1950.-All service 
performed in the employ of a State or political subdivision thereof 
in connection with its operation of a public transportation system 
shall constitute covered transportation service if the transporta
tion system was not operated by the State or political subdivision 
prior to 1951 and, at the time of its first acquisition (after 1950) 
from private ownership-of any part of its transportation system, 
the State or political subdivision did not have a general retire
ment system covering substantially all service performed in con
nection with the operation of the transportation system. 

"(4) Definitions.-For the purposes of this subsection
"(A) The term 'general retirement system' means any pen

sion, annuity, retirement, or similar fund or system estab
lished by a State or by a political subdivision thereof for 
employees of the State, political subdivision, or both; but 
such term shall not include such a fund or system which 
covers only service performed in positions connected with 
the 'operation of its public transportation system. 

"I(B) A transportation system- or a part thereof shall be 
considered to have been acquired by a State or political sub
division from private ownership if prior to the acquisition 
service performed by employees in connection with the opera
tion of the system or part thereof acquired constituted 
employment under this subchapter or was covered by an 
agreement made pursuant to section 218 of the Social Security 
Act and some of such employees became employees of the 
State or political subdivision in connection with and at the 
time of such acquisition. 
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"1(C) The term 'political subdivision' includes an instru
mentality of (i) a State, (ii) one or more political subdivi
sions of a State, or (iii) a State and one or more of its political 
subdivisions. 

"(1) EXEMPTION OF RELIGIOus, CHARITAB3LE, ETC., ORGANIZATIONS.
"(1) WAIVER OF EXEMPTION BY ORGANIZATION.-An organiza

tion exempt from income tax under. section 101 (6) may file a 
certificate (in such form and manner, and 'with such official, as 
may be prescribed by regulations made under this subchapter)
certifying that it desires to have the insurance system established 
by title II of the Social Security Act extended to service per
formed by its employees and that at least two-thirds of its employ
ees concur in the filing of the certificate. Such certificate may be 
filed only if it is accompanied by a list containing the signature,
address, and social security account number (if any) of each 
employee who concurs in the filing of the certificate. Such list 
may be amended, at any time prior to the expiration of the first 
month following the first calendar quarter for which the certifi
cate is in effect, by filing with such official a supplemental list or 
lists containing the signature, address, and social security account 
number (if any) of each additional employee who concurs in the 
filing of the certificate. The list and any supplemental list shall 
be filed in such form and manner as may be prescribedby regu
lations made under this subchapter. The certificate shall be in 
effect (for the purposes of subsection (b) (9) (B) and for the pur
poses of section 210 (a) (9) (B) of the Social Security Act) for 
the period beginning with the first day following the close of the 
calendar quarter in which such certificate is filed, but in no case 
shall such period begin prior to January 1, 1951. The period
for which the certificate lis effective may be terminated by the 
organization, effective at the end of a calendar quarter, upon giv
ing two years' ad-vance notice in writing, but only if, at the timle 
of the receipt of such notice, the certificate has been in effect for 
a period of not less than eight years. The notice of termination 
may be revoked by the organization by giving, prior to the close 
of the calendar quarter specified in the notice of termination, a 
written notice of such revocation. Notice of termination or-revo
cation thereof shall be filed in such form and manner, and with 
such official, as may be prescribed by regnlations made under this 
subchapter. 

"1(2) TERMINATION OF WAIVER PERIOD ]BY COMMISSIONER.-If 
the Commissioner finds that any organization which filed a certifi
cate pursuant to this subsection has failed to comply substantially
with the requirements of this subchapter or is no longer able to 
comply therewith, the Commissioner shall give such organization 
not less than sixty days' advance notice in writing that the period
covered by such certificate will terminate at the end of the calendar 
quarter specified in such notice. Such notice of termination may
be revoked by the Commissioner by giving, prior to the close of 
the calendar quarter specified in the notice of termination, written 
notice of such re-vocation to the organization. No notice of ter
luination or of revocation thereof shall be given under this para
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graph to an organization without the prior concurrence of the 
Federal Security Administrator. 

"4(3) No RENEWAL OF WAIVER.-In the event the period covered 
by a certificate filed pursuant to this subsection is terminated by
the organization, no certificate may again be filed by such organii
zation pursuant to this subsection."' 

(f) Sections 1426 (c) and 1428 of the Tnternal Revenue Code are 
each amended by striking out "paragraph (9)" and inserting in lieu 
thereof "paragraph (10)".

(g) The amendments made by subsections (c), (d), (e), and (f) of 
this section shall be applicable only with respect to services performed 
after 1950. 

DEFINITION OF EMPLOYEE 

S-Ec. 205. (a) Section 1426 (d) of the Internal Revenue Code is 
amended to read as follows: 

"()EMPLoYEE.-The term 'employee' means
"4(1) any officer of a corporation; or 
"1(2) any individual who, under the usual common law rules 

'applicable in determining the employer-employee relationship, 
has the status of an employee; or 

" (3) any individual (other than an individual who is an 
employee under paragraph (1). or (2) of this subsection) who 
performs services for remuneration for any person

"(A) as an agent-driver or commission-driver engaged
in distributing meat products, vegetable products. fruit prod
ucts, bakery products, beverages (other than milk), or ]'~un
drjv or dry-cleaning services, for his principal;

'(B) as afull-time life insurance salesman;
"4(C) as a home worker performing work, according to 

specifications furnished by the person for whom the services 
are performed, on materials or goods furnished by such per
son which are required to be returned to such person or a 
person designated by him, if the performance of such serv
ices is subject to licensing requirements under the laws of 
the State in which 'such services are performed; or 

"(D) as a traveling or city salesman, other than as an 
agent-driver or commission-driver, engaged upon a full-time 
basis in the solicitation on behalf of, and the transmission to,
his principal (except for side-line sales activities on behalf 
of some other person) of orders from wholesalers, retailers, 
contractors, or operators of hotels, restaurants, or other simi
lar establishments for merchandise for resale or supplies for 
use in their business operations;

if the contract of service contemplates that substantially all of 
such services are to be performed personally by such individual; 
except that an individual shall not be included in the term 'em
ployee' 'under the provisions of this paragraph if such indi
vidual has a substantial investment in facilities used in connec
tion with the performance of such services (other than in facil
it~ies for transportation), or if the services are in the nature of a 
single transaction not part of a continuing relationship with the 
person for whom the services are performed." 
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(b) The amendment made by this section shall be applicable only
with respect to services performed after 1950. 

RECEIPTS FOR EMPLOYEES; SPECIAL REFUNDS 

SEC. 206. (a) Subehapter E of chapter 9 of the Internal Revenue 
Code is amended by adding at the end thereof the following new 
sections: 

"SEC. 1633. RECEIPTS FOR EMPLOYEES. 

"c(a) REQUIREMENT.-Every person required to deduct and with
hold from an employee a tax under section 1400 or 1622, or who would 
have been required to deduct and withhold a tax under section 1622 
if the employee had claimed no more than one withholding exemption,
shall furnish to each such employee in respect of the remuneration paid
by such person to such employee during the calendar year, on or 
before January 31 of the succeeding year, or, if his employment is 
terminated before the close of 'such calendar year, on the day on which

the last payment of remuneration is made, a written statement showing

the following: (1) the name of such person, (2) the name of the 
employee (and his social security account number if wages as defined 
in section 1426 (a) have been paid), (3) the total amount of wages 
as defined in section 1621 (a), (4) the total amount deducted and 
withheld as tax under section 1622, (5) the total amount of wages as

defined in section 1426 (a), and (6) the total amount deducted and

withheld as tax under section 1400. 

"(b3) STATEMENTS TO CONSTITUTE INFORMATION RETURNs.-The 
statements required to be furnished by this section in respect of any
remuneration shall be furnished at such other times, shall contain
such other information, and shall be in such form as the Commnis
sioner, with the approval of the Secretary, may by regulations pre
scribe. A duplicate of any such statement if made and filed in accord
ance with regulations prescribed by the Commissioner with the 
approval of the Secretary shall constitute the return required to be 
made in respect of such remuneration under section 147[.

"6(c) EXTENSION OF TimE.-The Commissioner, under such regula
tions as he may prescribe with the approval of the Secretary, may
grant to any person a reasonable extension of time (not in excess of
thirty days) with respect to the statements required to be furnished 
under this section. 

"SEC. 1634. PENALTIES. 

"c(a) PEN1ALTIES FOR FRAUDULENT STATEMENT Or FAILURE TO 
FURNISH STATEMENT.-III lieu of any other penalty provided by law 
(except the penalty provided by subsection (b) of this section), any 
person required under the provisions of section 1633 to furnish a state
ent who willfully furnishes a false or fraudulent statement, or who 
willfully fails to furnish a statement in the manner, at the time, and 
showing the information required under section 1633, or regulations,
prescribed thereunder, shall for each such failure, Upon conviction 
thereof, be fined not more than $1,000, or imprisoned for not more 
than one year, or both. 

"(b) ADDITIONAlr, PENALTY.-In addition to the penalty provided by
subsection (a) of this section, any person required under the provisions 
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of section 1633 to furnish a statement who willfully furnishes a false 
or fraudulent statement, or who willfully fails to furnish a statement 
in the manner, at the time, and showing the information required 
under section 1633, or regulations prescribed thereunder, shall for 
each such failure be subject to a civil penalty of $50. Such penalty 
shall be assessed and collected in the same manner as the tax imposed 
by section 1410." 

(b) (1) Section 322 (a) of the Internal Revenue Code is ,amended 
by adding at the end thereof the following new paragraph: 

"4(4) CREDIT FOR 'SPECIAL REFUNDS' OF EMPLOYEE SOCIAL SECURITY 
TAx.-The Commissioner is authorized to prescribe, with the 
approval of the Secretary, regulations providing for the cred
iting against the tax imposed by this chapter for any taxable year 
of thie amount determined by the taxpayer or the Commissioner 
to be allowable under section 1401 (d) as a special refund of tax 
imposed on wages received during the calendar year in which such 
taxable year begins. If more thian one taxable year begins in 
such calendar year, such amount shall not be allowed under this 
section as a credit against the tax for any taxable year other 
than the last taxable year so beginning. The amount allowed as 
a credit under such regulations shall, for the purposes of this 
chapter, be considered an amount deducted and withheld at the 
source as tax under subchapter D of chapter 9." 

(2) Section 1403 (a) of the Internal Revenue Code is amended by 
striking out the first sentence and inserting in lieu thereof the fol
lowing: "Every employer shall furnish to each of his employees a 
written statement or statements, in a. form suitable for retention by 
the employee, showing the wages paid by him to the employee before 
January1, 1951. (For corresp'ondinigprovisioniswithilrespect towag~es 
paid after December 31, 1950, see section 1633.) " 

(3) Section 1625 of the Internal Revenue Code is amended by adding 
at the end thereof the following new subsection: 

"(d) APPLICATION OF SEcTioN.-This section shall apply only with 
respect to wages paid before January1, 1951. For corresp)onding pro
visions with respect to wages paid after December 31, 1950, see section 
1633."' 

(c) The amendments made by this sectioll shall be applicable 
only with respect to wages paid after December 31, 1950, except that 
the amendment made by subsection (b) (1) of this section shall be 
applicable only with respect to taxable years beginning after Decem
ber 31, 1950, and only with respect to "special refiwdb," in the case 
Of wages paid after December 31, 1950. 

PERIODS OF LIMITATION ON ASSESSMENT AND REFUN4D OF CERTAIN 
EMPLOYMENT TAXES 

SEC. 207. (a) Subchapter E of chapter 9 of the Internal Revenub 

Code is amended by inserting at the end thereof the following new 
sections: 
"SEC. 1635. PERIOD OF LIMITATION UPON ASSESSMENT AND COL

LECTION OF CERTAIN EMPLOYMENT TAXES. 
"(a) GENERAL RuLE.-The amount of any tax imposed by subchapter 

A of this chapter or subchapter D of this chapter shall (except as 
otherwise provided in the, following subsections of this section) be 
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assessed within three years after the return was filed, and no proceed
igicort without assessment for the collection of such tax shall 

be~ gunaftr exiraionof such period.th 
"(b)FALERTUR ORNo R-ETVRx.-In the case of a false or 
frauuletrturnwit inentto evade tax or of a failure to file a 

return, the tax may be assessed, or a proceeding in court for the 
collection of such tax may be begun without assessment, at any 
time. 

" (c) WILLFUL AVFEMPT TOEVADE TAX.-In case of a willful attempt
in any manner to defeat or evade tax, the tax may be assessed, or a pro
ceeding in court for the collection of such tax may be begun without 
assessment, at any time. 

" (d) COLLECTION ArrioR ASSESS31ENT.-Where the assessment of any 
tax imposed by subchapter A of this chapter or subchapter D of this 
chapter has been made within the period of limitation properly appli
cable thereto, such tax may be collected by distraint or by a proceeding
in court, but only if begun (1) within six years after the assessment 
of the tax, or (2) p~rior to the expiration of any period for collection 
agreed upon in writing by the Commissioner and the taxpayer. 

"(e) DATE OF FILING OF RETURN.-For the purposes of this section, 
if a return for any period ending with or within a calendar year is filed 
before March 15 of the succeeding calendar year, such return shall be 
considered filed on March 15 of such succeeding calendar year.

"if) APPLICATION OF SE7i~oN.-The poionof tis section shall 
apy only to those taxes imposed by subchapter A of this chapter, or 

subchapter D of this chapter, which are required to be collected and 
paid by making and filing returns. 

" (g) EFFECTIVE DATE.-The provisions of this section shall not 
apply to any tax imposed with respect to remuneration paid during 
any calendar year before 1951. 

"SEC. 1636. PERIOD OF LIMITATION UPON REFUNDS AND CREDITS 
OF CERTAIN EMPLOYMENT TAXES. 

"(a) GENERAL RULE.-In the case of any tax imposed by subchapter 
A of this chapter or subchapter D of this chapter

" (1) PERIOD OF LIMITATION.-Unless a claim for credit or refund 
is filed by the taxpayer within three years from the time the 
return was filed or within two years from the time the tax was 
paid, no credit or refund shall be allowed or made after the 
expiration of whichever of such periods expires the later. If no 
return is filed, then no credit or refund shall be allowed or made 
after two years from the time the tax was paid, unless before 
the expiration of such period a claim therefor is filed by the 
taxpayer. 

" (2) LIMwT ON AMOUNT OF CREDIT OR IREFUND.-The amount of 
the credit or refund shall not exceed the portion of the tax paid

"(A) If a return was filed, and the claim was filed within 
three years from the time the return was filed, during the 
three years immediately preceding the filing of the claim. 

"4(B) If a claim was filed, and (i) no return was filed, or 
(ii) if the claim was not filed within three years from the time 
the return was filed, during the two years innmediately pre
ceding the filing of the claim. 
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" (C) If no claim was filed and the allowance of credit or 
refund is made within three years from the time the return 
was filed, during the three years immediately preceding the 
allowance of the credit or refund. 

"1(D) If no claim was filed, and (i) no return was filed or 
(ii) the allowance of the credit or refund is not made within 
three years from the time the return was filed, during the two 
years immediately preceding the allowance of the credit or 
refund. 

"(b) PENALTIES, ETC.-The provisions of subsection (a) of this 
section shall apply to any penalty or sum assessed or collected with 
respect to the tax imposed by subchapter A of this chapter or Sub
chapter D of this chapter. 

"(c) DATE OiF FILING RETURN AND DATE OF PAYM1ENT OF TAX.
For the purposes of this section

"(1) If a return for any period ending with or within a calen
dar year is filed before March 15 of the succeeding calendar year, 
such return shall be considered filed on March 15 of such succeed
ing calendar year; and 

"(2) If a tax with respect to remuneration paid during any 
period ending with or within a calendar year is paid before March 
15 of the succeeding calendar year, such tax shall be considered 
paid on March 15 of such succeeding calendar year. 

"(d) APPLICATION OF SECTION.-The provisions of this section shall 
apply only to those taxes imposed by subchiapter A of this chapter, or 
subchapter D of this chapter, which are required to be collected and 
paid by making and filing returns. 

"(e) EFFECTIVE DATE.-The provisions of this section shall not 
apply to any tax paid or collected with respect to remuneration paid 
during any calendar year before 1951 or to any penalty or sum paid 
or collected with respect to such tax." 

(b) (1) Section 3312 of the Internal Revenue Code is amended by 
inserting immediately after the words "gift taxes" (which words 
immediately precede subsection (a) thereof) a comma and the follow
ing: "and except as otherwise provided in section 1635 with respect 
to employment taxes under subchapters A and D of chapter 9". 

(2) Section 3313 of the Internal Revenue Code is amended as 
follows: 

(A) By inserting immediately after the words "and gift 
taxes,", where those words first appear in the section, the follow
ing: "and except as otherwise provided by law in the case of 
employment taxes under subchapters A and D of chapter 9,"-; and 

(B) By inserting immediately after the words "and gift taxes", 
where those words appear in the parenthetical phrase, a comma 
and the following: "and other than such employment taxes" 

(3) Section 3645 of -the Internal Revenue Code is amended by strik
ing out "Employment taxes, section 3312." and inserting in lieu thereof 
the following : "'Employment taxes, sections 1635 and 3312." 

(4) Section 3714 (a) of the Internal Revenue Code is amended by 
insertitig 	at the end thereof the following: 

"Employment taxes, see sections 1635 (d) and 3312 (d)." 
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(5) Section 3770 (a) (6) of the Internal Revenue Code is amended 
by inserting at the end thereof the following: 

"iEmployment taxes, see sections 1636 and 3313." 
in(6) Section 3772 (c) of the Internal Revenue Code is amended by 
isertino, at the end thereof the following: 

"Enp'~yment taxes, see sections 1636 and 3313." 

SELF-EMPLOYMENT INCOME 

SEC. 208. (a) Chapter 1 of the Internal Revenue Code is amended by 
adding at the end thereof the following new subchapter: 

"SUBCHAPTER E-TAX ON SELF-EMPLOYMENT INCOME 

"SEC. 480. RATE OF TAX. 

"In addition to other taxes, there shall be levied, collected, and paid 
for each taxable year beginning after December 31, 1950, upon the 
self-employment income of every individual, a tax as follows: 

"(1) In the case of any taxable year beginning after December 
31, 1950, and before January 1, 1954,-the tax shall be equal to 
21/4 per centum of the amount of the self-employment income for 
such taxable year. 

" (2) In the case of any taxable year beginning after December 
31, 1953, and before January 1, 1960, the tax shall be equal to 
3 per centum of the amount of the self-employment income for 
such taxable year. 

"(3) In the case of any taxable year beginning after December 
31, 1959, and before January 1, 1965, the tax shall be equal to 
33/4 per centum of the amount of the self-employment income 
for such taxable year. 

"1(4) In the case of any taxable year beginning after December 
31, 1964, and before January 1, 1970, the tax shall be equal to 
41/,4 per centumn of the amount of the self-employtrient income for 
such taxable year. 

"(5) In the case of any taxable year beginning after December 
31, 1969, the tax shall be equal to 478s per centum of the amount 
of the self-employment income for such taxable year. 

"SEC. 481. DEFINITIONS. 

"For the purposes of this subchapter
"4(a) NET EARNINGS FROM SELF-EMPLOYMENT.-The term 'net 

earnings from self-employment' means the gross income derived by an 
individual from any trade or business carried on by such individual, 
less the deductions allowed by this chapter which are attributable to 
such trade or business, plus his distributive share (whether or not 
distributed) of the ordinary net income or loss, as computed under 
section 183, from any trade or business carried on by a partnership of 
which he is a member; except that in computing such gross-income and 
deductions and such distributive share of partnership ordinary net 
income or loss

"(1) There shall be excluded rentals from real estate (includ
ing personal property leased with the real estate) and deductions 
attributable thereto. unless such rentals are received in the course 
of a trade or business as a real estate dealer; 
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"(2) There shall be excluded income derived from any trade 
or business in which, if the trade or business were carried on 
exclusively by employees, the major portion of the services would 
constitute agricultural labor as defined in section 1426 (h); and 
there shall be excluded all deductions attributable to such income; 

"1(3) There shall be excluded dividends on any share of stock, 
and interest on any bond, debenture, note, or certificate, or other 
evidence of indebtedness, issued with interest coupons or in regis
*tered.form by any corporation (including one issued by a govern
ment or political subdivision thereof), unless such dividends and 
interest (other than interest described in section 25 (a) ) are 
received in the course of a trade or business as a dealer in stocks 
or securities; 

"1(4) There shall be excluded any gain or loss (A) which is con
sidered as gain or loss from the sale or exchange of a capital asset, 
(B) from the cutting or disposal of timber if section 117 (j) is 
applicable to such gain or loss, or (C) from the sale, exchange, 
involuntary conversion, or other disposition of property if such 
property is neither (i) stock in trade or other property of a kind 
which would properly be includible in inventory if on hand at the 
close of the taxable year, nor (ii) property held primarily for sale 
to customers in the ordinary course of the trade or business; 

"1(5) The deduction for net operating losses provided in section 
23 (s) shall not be allowed; 

"(6) (A) If any of the income derived from a trade or business 
(other than a trade or business carried on by a partnership) is 
community income under community property laws applicable to 
such income, all of the gross income and deductions attributable to 
such trade or business shall be treated as the gross income and 
deductions of the husband unless the wife exercises substantially 
all of the management and control of such trade or business, in 
which case all of such gross income and deductions shall be treated 
as the gross income and deductions of the wife; 

" (B) If any portion of a partner's distributive share of the 
ordinary net income or loss from a trade or business carried on by 
a partnership is community income or loss under the community 
property laws applicable to such share, all of such distributive 
share shall be included in computing the net earnings from self-
employment of such partner, and no part of such share shall be 
taken into account in computing the net earnings from self-
employment of the spouse of such partner; 

"(7) In the case of any taxable year beginning on or after the 
effective date specified in section 3810, (A) the term 'possession of 
the United States' as used in section 251 shall not include Puerto 
Rico, and (B) a citizen or resident of Puerto Rico shall compute 
his net earnings from self-employment in the same manner as a 
citimn of the United States and without regard to the provisions 
of section 252. 

If the taxable year of a partner is different from that of the partner
ship, the distributive share which he is required to include in com
puting, his net earnings from self -employmnent shall be based upon 
the ordinary net income or loss of the partnership for any taxable 
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year of the partnership (even though beginning prior to January 1,
1951) ending within or with his taxable year.

IC(b) SELJF-EMPLOYMENT Thc6ME.-The term 'self-employment in
come' means the net earnings from self-employment derived by an 
individual (other than a nonresident alien individual) during any
taxable year beginning after December 31, 1950; except that such 
term shall not include

" (1) That part of the net earnings from self-employment which 
is in excess of: (A) $3,600, minus (B) the amount of the wages
paid to such individual durinig the taxable year; or 

"C(2) The net earnings from self-employment, if such net earn
ings for the taxable year are less than $400. 

For the purposes of clause (1) the term 'wages' includes such remu
neration paid to an employee for services included under an agree
ment entered into pursuant to the provisions of section 218 of the 
Social Security Act (relating to coverage of State employees) as 
would be wages under section 1426 (a) if such services constituted 
employment under section 1426 (b). In the case of any taxable year
beginning prior to the effective date specified insection 3810, an indi
vidual who is a citizen of Puerto IRico (but not otherwise a citizen 
of the United States) and who is not a resident of the United States 
or of the Virgin Islands during such taxable year shall be considered,
for the purposes of this subchapter, as a nonresident alien individual. 
An individual who is not a citizen of the United States but who is a 
resident of the Virgin Islands or (after the effective date specified in 
section 3810) a resident of Puerto Rico shall not, for the purposes of 
this subchapter, be considered to be a nonresident alien individual. 

"(c) TRADE onBusiw~ss.-The term 'trade or business', when used 
with reference to self-employment income or net earnings from self-
employment, shall have the same meaning as when used in section 23, 
except that such term shall not include

"C(1) The performance of the functions of a public office;
"(2) The performance of service by an individual as an em

ployee (other than service described in section 1426 (b) (16) (B)
performed by an individual who has attained the age of eighteen);

"(3) The performance of service by an individual as an 
employee or employee representative as defined in section 1532;

"(4) The performance of service by a duly ordained, coimmis
sioned, or licensed minister of a church in the exercise of his 
ministry or by a member of a religious order in the exercise of 
duties required by such order; or 

" (5) The performance of service by an individual in the exer
cise of his profession as a physician, lawyer, dentist, osteopath,
veterinarian, chiropractor, naturopath, optometrist, Christian 
Science practitioner, architect, certified public accountant,
accountant registered or licensed as an accountant under State or 
municipal law, full-time practicing public accountant, funeral 
director, or professional engineer; or the performance of, such 

Nservice by a partnership. 
"d) EMPLOYEE AND WAGES.-The term 'employee' and the term 

'wages' shall have the same meaning as when used in subchapter A of 
chapter 9. 
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"SEC. 482. MISCELLANEOUS PROVISIONS. 
"(a) RETUnNs.-Every individual (other than a nonresident alien 

individual) hiving net earnings from self-employment of $400 or 
more for the taxable year shall make a return containing such informa
tion for the purpose of carrying out the provisions of this subchapter 
as the Commiissioner, with the approval of the Secretary, may by 
regulations prescribe. Such return shall be considered a return 
required under section 51 (a). In the case of a husband and wife 
filing a joint return under section 51 (b), the tax imposed by this 
subchapter shall not be computed on the aggregate income but shall 
be the sum of the taxes computed under this subchapter on the separate 
self-employment income of each spouse. 

"1(b) TITmE OF SUBCHAPTPER.-This subchapter may be cited as the 
'Self-Employmient Contributions Act'. 

"1(c) EFFECTIVE DATE IN CASE OF PUERTO Rico.-For effective date 
in case of Puerto Rico, see section 3810. 

"(d) COLLECTION oF TAXES IN VIRGIN ISLANDS AND Purarro Rico.
For provisions relating to collection of taxes in Virgin Islands and 
Puerto Rico, see section 3811." 

(b) Chapter 38 of the Internal Revenue Code is amended by adding 
at the end thereof the following new sections: 

"SEC. 3810. EFFECTIVE DATE IN CASE OF PUERTO RICO. 

"If the Governor of Puerto Rico certifies to the President of the 
United States that the legislature of Puerto Rico has, by concurrent 
resolution, resolved that it desires the extension to Puerto Rico of the 
provisions of title II of the Social Security Act, the effective date 
referred to in sections 1426 (e), 481 (a) ('7), and 481 (b) shall be 
January 1 of the first calendar year which begins more than ninety 
days after the date on 'which the President receives such certification. 

"SEC. 3811. COLLECTION OF TAXES IN VIRGIN ISLANDS AND PUERTO 
RICO. 

"Notwithstanding any other provision of law respecting taxation in 
the Virgin Islands or Puerto Rico, all taxes imposed by subchapter E 
of chapter 1 and by subchapter A of chapter 9 shall be collected by the 
Bureau of Internal Revenue under the direction of the Secretary and 
shall be paid into the Treasury of the U~nited States as internal revenue 
collections. All provisions of the internal revenue laws of the United 
States relating to the administration and enforcement of the tax 
imposed by subchapter E of chapter 1 (including the provisions relat
ing to The Tax Court of the United States), and of any tax imposed 
by subchapter A of chapter -9, shall, in respect of such tax, extend to 
and be applicable in the Virgin Islands and Puerto Rico in the same 
manner and to the same extent as if the Virgin Islands and Puerto 
Rico were each a State, and as if the term 'United States' when used 
in a geographical sense included the Virgin Islands and Puerto Rico. 

"SEC. 3812. MITIGATION OF EFFECT OF STATUTE OF LIMITATIONS 
AND OTHER PROVISIONS IN CASE OF RELATED TAXES 
UNDER DIFFERENT CHAPTERS. 

"(a) SEur-EMPLOYMENT TAX AND TAX ON WAGES.-In the case of 
the tax imposed by subchapter E of chapter 1 (relating to tax on self 
employment income) and the tax imposed by section 1400 of sub
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chapter A of chapter 9 (relating to tax on employees under the Federal 
Insurance Contributions Act) 

"1(1) (i) if an amount is erroneously treated as self -employment 
income, or 

"1(ii) if an amount is erroneously treated as wages, and 
"4(2) if the correction of the error would require an assessment 

of one such tax and the refund or credit of the other tax, and 
"(3) if at any time the correction of the error is authorized 

as to one such tax but is prevented as to the other tax by any law 
or rule of law (other than section 3761, relating to compromises), 

then, if the correction authorized is made, the amount of the assess
ment, or the amount of the-credit or refund, as the case may be, author
ized as to the one tax shall be reduced by the amount of the credit or 
refund, or the amount of the assessument, as the case may be, which 
would be required with respect to such other tax for the correction of 
the error if such credit or refund, or such assessment, of such other 
tax were not prevented by any law or rule of law (other than section 
3761, relating to compromises). 

"4(b) DEFINITIONs.-For the purposes of subsection (a) of this sec
tion, the terms 'self-employment income' and 'wages' shall have the 
same meaning as when used in section 481 (b) ." 

(c) Section 3801 of the Internal Revenue Code is amended by 
adding at the end thereof the following new subsection: 

"1(g) TAXES IMPOSED BY CHAPTER 9.-The provisions of this section 
Shall not be construed to apply-to any tax imposed by chapter 9."1 

(d) (1) Section 3 of the Internal Revenue Code is amended by 
inserting at the end thereof the following: 

"Subchapter E-Tax on Self-Employment Income (the Self-
Employment Contributions Act), divided into sections." 

(2) Section 12 (g) of the Internal Revenue Code is amended by 
inserting at the end thereof the following: 

"(6 Tax on Self-Employment Income.-For tax on self-
employment income, see subchapter E." 

(3) elction 31 of the Internal Revenue Code is amended by insert
ing immediately after the words "the tax" the following: "1(other than 
the tax imposed by subchapter E, relating to tax on self-employment 
income) "; and section 131 (a) of the Internal Revenue Code is 
amended by inserting immediately after the words "except the tax 
imposed under section 102" the following: "and except the tax imposed 
under. subchapter E". 

(4)Secion58 b) 1) f the Internal Revenue Code is amended 
by iseringimmeiatly fter the words "withheld at source" the 
follwin:"nd wthot rgard to the tax imposed by subichapter E 

(5) Section 107 of the Internal Revenue Code is amended by 
inserting at the end thereof the following new subsection: 

"(e) TAX ON SELF-EMPLOYMENT INCOME.-This section shall be 
applied without regard to, and shall not affect, the tax imposed by 
subchapter E, relating to tax on self-employment income.-" 

(6) Section 120 of the Internal Revenue Code is amended by insert
ing immediately after the words "amount of income" the folliowing: 
"(determined without regard to subchapter E, relating to tax on self
employment income) " 
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('7) Section,161 (a) of the Internal'Revenue Code is amended by 
inserting immediately after the words "The taxes imposed by this 
chapter" the following: "(other than the tax imposed by subchapter 
E, relating to tax on self-employment income) ". 

(8) Section 294 (d) of the Internal Revenue Code is amended by 
insertn 	 atteedte ftefollowing new paragraph: 

"(3)TAXONE~eEMPOYMNT iwcoME.-This subsection shall 
be ppled itoutregrdto the tax imposed by subchapter E, 
reltin onsel-emloment income."tota 

MIS8CELLANEOUS AMENDMENTS 

SEC. 209. (a) (1) Section 1607 (b) of the Internal Revenue Code is 
amended to read as follows: 

"(b) WAGFS.-The term 'wages' means all remuneration for 
employment, including the cash value of all remuneration paid in 
any medium other than cash; except that such term shall not include

"6(1) That part of the remuneration which, after remuneration 
(other than remuneration referred to in the succeeding paragraphs 
of this subsection) equal to $3,000 with respect to employment has 
been paid to an individual by an employer during any calendar 
year, is paid to such individual by such employer during such 
calendar year. If an employer. (hereinafter referred to as suc
cessor employer) during any calendar year acquires substantially 
all the property used in a trade or business of another employer 
(hereinafter referred to as a predecessor), or used in a separate 
unit of a trade or business of a predecessor, and immediately after 

the cqusiton n hs trade or business an individual whomplys 
umndiaelypror o te aqusition was employed in the trade 

or bsinss redcesor, then, for the purpose of determinf sch 
ingwheherth sucesoremployer has paid remuneration 

(other than remuneraton referred to in the succeeding para-
graphs of this subsection) with respect to employment equal to 
$3,000 to such individual during such calendar year, any remu
neration (other than remuneration referred to in the succeeding 
paragraphs of this subsection) with respect to employment paid 
(or considered under this paragraph as having been paid) to 
such individual by such predecessor during such calendar year 
and prior to such acquisition shall be considered as having been 
paid 'by such successor employer;

"(2) The amount of affy payment (including any amount paid 
by an employer for insurance or annuities, or into a fund, to 
provide for any such payment) made to, or on behalf of, an 
employee or any of his dependents under a plan or system estab
lished by an employer which makes provision for his employees 
generally (or for his employees generally and their dependents) 
or for a class or classes, of his employees (or for a class or classes 
of his employees and their dependents), on account of (A) retire
ment, or (B) sickness or accident disability, or (C) medical or 
hospitalization expenses in connection with sickness or accident 
disability, or (D) death; 

"4(3) Any payment made to an employee (including any 
amount paid by an employer for insurance or annuities, or 
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into a fund, to provide for any such payment) on account of 
retirement;

" (4) Any payment on account of sickness or accident disability, 
or medical or hospitalization expenses in connection with sickness 
or accident disability, made by an employer to, or on behalf of, 
an employee after the expiration of six calendar months follow
ing the Tast calendar month in which the employee worked for 
such employer;

"c(5) Any payment made to, or on behalf of, an employee or 
his beneficiary (A) from or to a trust exempt from tax under 
section 165 (a) at the time of such payment unless such payment
is made to an employee of the trust as remuneration for services 
rendered as such employee and not as a beneficiary of the trust, 
or (B) under or to an annuity plan which, at the time of such 
payment, meets the requirements of section 165 (a) (3), (41), (5), 
and (6) 

"(6) The payment by an employer (without deduction from 
the remuneration of the employee) (A) of the tax imposed upon 
an employee under section 1400, or (B) of any payment required
from an employee under a State unemployment compensation 
law; 

" (7) Remuneration paid in any medium other than cash to an 
employee for service not in the course of the employer's trade or 
business; 

"(8) Any payment (other than vacation or sick pay) made to 
an. employee after the month in which he attains the age of sixty-
five, if he did not work for the employer in the period for which 
such payment is made;

" (9i) Dismissal payments which the emT)loyer is not legally 
required to make." 

(2) The amendment made by paragraph (1) shall be applicable only
with respect to remuneration paid after 1950. In the case of remu
neration paid prior to 1951, the determination under section 1607 
(b) (1) of the Internal Revenue Code (prior to its amendment by
this Act) of whether or not such remuneration constituted wages shall 
be made as if paragraph (1) of this subsection had not been enacted 
and without inferences drawn from the fact that the amendment made 
by paragraph (1) is not made applicable to periods pirior to 1951. 

(3) Effective with respect to remuneration paid after December 31, 
1951, 	section 1607 (b) of the -Internal Revenue Code is amended by 

chaginseicoon ed of paragraph (8) to a period andth t te 

by srikng 
ut pragaph(9)thereof. 

(b) 1) 607(c)(3) Internal Revenue Code isecton 	 of the 

"(3) Service not in the course of the employer's trade or business 
performed in any calendar quarter by an employee, unless the cash 
remuneration paid for such service is $50 or more and such service 
is performed by an individual who is regularly employed by such 
employer to perform such service. For the purposes of this para
graph, an individual shall be deemed to be regularly employed by 
an employer during a .9-alendar quarter only if (A) on each of 
some twenty-four days during such quarter such individual per
forms for such employer for some portion of the day service not 
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in the course of the employer's trade or business, or (B) such 
individual was regularly employed (as determined under clause 
(A) ) by such employer in the performance of such service during 
the preceding calendar quarter;". 

(2) Section 1607 (c) (10) (A) (i) of the Internal Revenue Code is 
amended by striking out "does not exceed $45" and inserting in 'lieu 
thereof "is less than $50". 

(3) Section 1607 (c) (10) (E) of the Internal Revenue Code is 
amended by striking out "in any calendar quarter" and by striking out 
", and the remuneration for such service does not exceed $45 (exclusive 
of room, board, and tuition) ". 

(4) The amendments made by paragraphs (1), (2), and (3) shall 
be applicable only with respect to service performed after 1950. 

(c) (1) Section 1621 (a) (4) of the Internal Revenue Code is 
amended to read as follows: 

"(~4) for service not in the course of the employer's trade or 
business performed in any calendar quarter by an employee, unless 
the cash remuneration paid for such service is $50 or more and 
such service is performed by an individual who is regularly 
employed by such employer to perform such service. For the 
purposes of this paragraph, an individual shall be deemed to be 
regularly employed by an employer during a calendar quarter 
only -if (A) on each of some twenty-four days during such quarter 
such individual performs for such employer for some portion of 
the day service not in the course of the employer's trade or busi
ness, or (B) such individual was regularly employed (as deter-
mined under clause (A)) by such employer in the performance of 
such service during the preceding calendar quarter, or". 

(2) Section 1621 (a) of the Internal Revenue Code is amended by 
striking out paragraph (9) thereof and inserting in lieu thereof the 
following:

"9) for services performed by a duly ordained, commissioned, 
or licensed 'minister of a church in the exercise of his ministry or 
by a member of a religious order in the exercise of duties required 
by such order, or 

"1(10) (A) for services performed by an individual under the 
age of eighteen in the delivery or. distribution of newspapers or 
shopping news, not including delivery or distribution to any point 
for subsequent delivery or distribution, or 

"1(B) for services performed by an individual in, and at the 
time of, the sale of newspapers or magazines to ultimate con
sumers., under an arrangement under which the newspapers or 
magazines are to be sold by him at a fixed price, his compensation 
being based on the retention of the excess of such price over the 
amount at which the newspapers or magazines are charged to 
him, whether or not he is guaranteed a minimum amount of com
pensation for such service, or is entitled to be credited with the 
unsold newspapers or magazines turned back, or 

" (11) for services not in the course of the employer's trade or 
business, to the extent paid in any medium other than cash, or 

"(12) to, or on behalf of, an employee or his beneficiary 
(A) from or to a trust exempt from tax under section 165 (a) at 
the time of such payment unless such payment is made to an. 
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employee of the trust as remuneration for services rendered as 
such employee and not as a beneficiary of the trust, or (B) under 
or to an annuity plan which, at the time of such payment, meets 
the requirements of section 165 (a) (3), (4), (5), and (6)." 

(3) The amendments made by paragraphs (1) and (2) shall be 
applicable only with respect to remuneration paid after 1950. 

(d) (1) Section 1631 of the Internal Revenue Code is amended to 
read as follows: 
"SEC. 1631. FAILURE OF EMPLOYER TO FILE RETURN. 

"In case of a failure to make and file any return required under this 
chapter within the time prescribed by law or prescribed by the Com
missioner in pursuance of law, unless it is shown that such failure is 
due to reasonable cause and not to willful neglect, the addition to the 
tax or taxes required to be shown on such return shall not be less 
than $5."1 

(2) The amendment made by paragraph (1) shall be applicable 
only with respect to returns filed after December 31, 1950. 

(e) If a corporation (hereinafter referred to as a predecessor) 
incorporated under the laws of one State is succeeded after 1945 and 
before 1951 by another corporation (hereinafter referred to as a suc
cessor) incorporated under the laws of another State, and if immedi
ately upon the succession the business of the successor is identical with 
that of the predecessor and, except for qualifying shares, the propor
tionate interest of each shareholder in the successor is identical with 
his proportionate interest in the predecessor, and if in connection with 
the succession the predecessor is dissolved or merged into the successor, 
and if the predecessor and the successor are employers under the 
Federal Insurance Contributions Act and the Federal Unemployment
Tax Act 'in the calendar year in which the succession takes place, 
then

(1) the predecessor and successor corporations, for purposes 
only of the application of the $3,000 limitation in the definition 
of wages under such Acts, shall be considered as one employer for 
such calendar year, and 

(2) the successor shall, subject to the applicable statutes. of 
limitations, be entitled to a credit, or refund, without interest, of 
any tax under sectioh 1410 of the Federal Insurance Contributions 
Act or section 1600 of the Federal Unemployment Tax Act 
(together with any interest or penalty thereon) paid with respect 
to remuneration paid by the successor during such calendar year
which would not have been subject to tax under such Acts if the 
remuneration had been paid by the predecessor. 

TITLE III-AMENDMENTS TO PUBLIC ASSISTANCE AND 
MATERNAL AND CHILD WELFARE PROVISIONS OF THE 
SOCIAL SECURITY ACT 

PART 1-OLD-AGE ASSISTANCE 

REQUIREMENTS OF STATE OLD-AGE ASSISTANCE PLANS 
SEC. 301. (a) Clause (4) of subsection (a) of section 2 of the Social 

Security Act is amended to read: "(4) provide for granting'an oppor
tunity for a fair hearing before the State agency to any individual 
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whose claim for old-age assistance is denied or is not acted upon with 
reasonable promptness.

(b) Such subsection is further amended by striking out "and" be
fore clause (8) thereof, and by striking out the period at the end of 
such subsection and inserting in lieu thereof a semicolon and the folb 
lowing now clauses: " (9) provide that all individuals wishing to make 
application for old-age assistance shall have opportunity to do so, and 
that old-age assistance shall be furnished with reasonable promptness 
to all eligible individuals; and (10) effective July 1, 1953, provide, if 
the plan includes payments to individuals in private or public insti
tutions, for the establishment or designation of a State authority or 
authorities which shall be responsible for establishing and maintaining 
standards for such institutions." 

(c) The amendments made by subsections (a) and (b) shall take 
effect July 1, 1951. 

COMPUTATAION OF FEDERAL PORTION OF OLD-AGE ASSISTANCE 

SEC. 302. (a) Section 3 (a) of the Social Security Act is amended to 
read as follows: 

"SEc. 3. (a) From the sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which has an approved plan for 
old-age assistance, for each quarter, beginning with the quarter com
mencing October 1, 1950, (1) in the case of any State other than Puerto 
Rico and the Virgin Islands, an amount, which shall be used exclu
sively as old-age assistance, equal to the sum of the following pro
portions of the total amounts expended during such quarter as old-age 
assistance under the State plan, not counting so much of such expendli
ture with respect to any individual for any month as exceeds $50

"(A) three-fourths of such expenditures, not counting so much 
of any expenditure with respect to any month as exceeds the 
product of $20 multiplied by the total number of such individuals 
who received old-age assistance for such month; plus 

"(B) one-half of the amount by which such expenditures 
exceed the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as old-age assistance, equal to one-half 
of the total of the sums expended during such quarter as old-age 
assistance under the State plan, not counting so much of such expendi
ture with respect to any individual for any month as exceeds $30, 
and (3) in the case of any State, an amount equal to one-half of the 
total of the sums expended during such quarter as found necessary 
by the Administrator for the proper and efficient administration of the 
State jplan, which amount shall be used for paying the costs of 
administering the State plan or for old-age assistance, or both, and 
for no other purpose."~ 

(b) The amendment made by subsection (a) shall take effect 

Octoer , 150.DEFINITION OF OLD-AGE ASSISTANCE 

SEC. 303. (a) Section 6 of the Social Security Act is amended to 
read as follows: 

"4DEFINITION 

"SEC. 6. For the purposes of this title, the term 'old-age assistance' 
meas mneypayent to ormedical care in behalf of or any type 
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of remedial care recognized under State law in behalf of, needy indi
viduals who are sixty-five years of age or older, but does not include 
any such payments to or care in behalf of any individual who is an 
inmate of a public institution (except as a patient in a medical insti
tution) or any individual (a) who is a patient in an institution for 
tuberculosis or mental diseases, or (b) who has been diagnosed as 
having tuberculosis or psychosis and is a patient in a medical institu
tion as a result thereof.', 

(b) The amendment made by subsection (a) shall take effect October 
1, 1950, except that the exclusion of money payments to needy indi
viduals described in clause (a) or (b) of section 6 of the Social Security 
Act as so amended shall, in the case of any of such individuals who are 
not patients in a public institution, be effective July 1, 1952. 

PART 2-AID To DEPENDENT CHILDREN 

REQUIREM1ENTS OF STATE PLANS FOR All) TO DEPENDENT CHILDREN 

SEC. 321. (a) Effective July 1, 1951, clause (4) of subsection (a) of 
section 402 of the Social Security Act is amended to read as follows: 
"(4 provide for granting an opportunity for a fair hearing before the 
State agency to any individual whose claim for aid to dependent chil
dren is denied or is not acted upon with reasonable promptness ;". 

(b) Such subsection is further amended by striking out "and" 
before clause (8) thereof, and by striking out the period at the end 
of such subsection and inserting in lieu thereof a semicolon and the 
following new clauses: "1(9) provide, effective July 1, 1951, that all 
individuals wishing to make application for aid to dependent children 
shall have opportunity to do so, and that aid to dependent children 
shall be furnished with reasonable promiptness to all eligible indi
viduals; (10) effective July 1, 19,52, provide for prompt notice to 
appropriate law-enforcement officials of the furnishing of aid to 
dependent children in respect of a child who has been deserte~d or 
abandoned by a parent; and (11) provide, effective October 1, 1950, 
that no aid will be furnished any individual under the plan with 
respect to any period with respect to which he is receiving old-age 
assistance undler the State plan approved under section 2 of this Act." 

(c) Effective July 1, 1952, clause (2) of subsection (b) of section 
402 of the Social Security Act is amended to read as follows: "4(2) 
who was born within one year immediately preceding the application, 
if the parent or other relative with whom the child is living has 
resided in the State for one year immediately preceding the birth". 

COMPUTATION OF FEDERAL PORTION OF AID TO DEPENDENT C11ILDRIEN 

SEC. 322. (a) Section 403 (a) of the Social Security Act is amendcd 
to read as follows: 

"SEC. 403. (a) From the sums appropriated therefor, the Secretary 
of the Treasury shall pay to each State which has an approved plan for. 
aid to dependent children, for each quarter, beginning with the quar
ter commencing October 1, 1950, (1) in the case of any State other 
than Puerto Rico and the Virgin Islands, an amount, which shall be 
used exclusively as aid to dependent children, equal to the sum of the 
following proportions of the total amounts expended during such 
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quarter as aid to dependent children under the State plan, not counting 
so much of such expenditure with respect to any dependent chIld for 
any month as exceeds $27, or if there is more than one dependent child 
in the same home, as exceeds $27 with respect to one such dependent 
child and $18 with respect to each of the other. dependent children, 
and not counting so much of such expenditure for any montn wit~n 
respect to a relative with whom any dependent child is living as 
exceeds $27

"(A) three-fourths of such expenditures, not counting so much 
of the expenditures with respect to any month as exceeds the 
product of $12 multiplied by the total number of dependent chil
dren and other individuals with respect to whom aid to dependent 
children is paid for such month, plus 

"(B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A) ; 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to dependent children, equal to 
one-half of the total of the sums expended during such quarter as aid 
to dependent children under the State plan, not counting so much of 
such expenditure with respect to any dependent child for any month 
as exceeds $18, or if there is more than one dependent child in the 
same home, as exceeds $18 with respect to one such dependent child 
and $12 with respect to each of the other dependent children; and (3) 
in the case of any State, and amount equal to one-half of the total of the 
sums expended during such quarter as found necessary by the Admin
istrator for the proper and efficient administration of the State plan, 
which amount shall be used for paying the costs of administering the 
State plan or for aid to dependent children, or both, and for no other 
purpose." 

(b) The amendment made by subsection (a) shall take effect 
Octobc'r 1, 1950. 

DEFINITION OF AID TO DEPENDENT CHILDREN 

Suc. 32g. (a) Section 406 of the Social Security Act is amended by 
striking out subsection (b) and inserting in lieu thereof the following: 

"1(b) The term 'aid to dependent children' means money payments 
with respect to, or medical care in behalf of or any type of remedial 
care recognized under State law in behalf of, a dependent child or 
dependent children, and (except when used in clause (2) of section 
403 (a)) includes money payments or medical care or any type of 
remedial care recognized under State law for any month to meet the 
needs of the relative with whom any dependent child is living if money 
payments have been made under the State plan with respect to such 
child for such month; 

"1(c) The term 'relative with whom any dependent child is living' 
means the individual who is one of the relatives specified in subsection 
(a) and with whom such child is living (within the meaning of such 
subsection) in a place of residence maintained by such individual 
(himself or together with any one or more of the other relatives so 
specified) as his (or their) own home."taefec 

(b) The amendment made by subsection (a) shalltaeeec 
Octob,-r 1, 1950. 
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PART 3-MATERNAL AND CHILD WELFARE 

SEC. 331. (a) Section 501 of the Social Security Act is amended by 
striing out "there is hereby authorized to be appropriated for each 

fIsa year, beginning with the fiscal year ending June 30, 1936, the 
sum of $11,000,000" and inserting in lieu thereof "there is hereby 
authorized to be appropriated for the fiscal year ending June 30, 1951, 
the sum of $15,000,000, and for each fiscal year beginning after June 
30, 1951, the sum of $16,500,000". 

(ub) So much of section 502 of the Social Security Act as precedes 
susection (c) is amended to read as follows: 

"cALLOTMENTS TO STATES 

"SEC. 502. (a) (1) Out of the sums appropriated pursuant to section 
501 for the fiscal year ending June 30, 1951, the Federal SecuritK 
Administrator shall allot $7,500,000 as follows: He shall allot to eac 
State $60,000 and shall allot each State such part of the remainder of 
the $7,500,000 as he finds that the number of live births in such State 
bore to the total number of live births in the United States, in the 
latest calendar year for which the Administrator has available 
statistics. 

"1(2) Out of the sums appropriated pursuant to section 501 for each 
fiscal year beginning after June 30, 1951, the Federal Security Admin
istrator shall allot $8,250,000 as follows: He shall allot to each State 
$60,000 and shall allot each State such part of the remainder of the 
$8,250,000 as lie finds that the number of live births in such State bore 
to the total number of live births in the United States, in the latest 
calendar vear for which the Administrator has available statistics. 

"(b) Oiut of the sums appropriated pursuant to section 501 the 
Administrator shall allot to the States (in addition to the allotments 
made under subsection (a)) for the fiscal year ending June 30, 1951, 
the sum of $7,500,000, and for each fiscal year beginning after June 
30, 1951, the sum of $8,250,060. Such sums shall be allotted according 
to the financial need of each State for assistance in carrying out its 
State plan, as determined by the Administrator after taking into 
consideration the number of live births in such State." 

(c) Section 511 of the Social Security Act is amended by striking 
out "there is hereby authorized to be appropriated for each fiscal year, 
beginning with the fiscal year ending June 30, 1936, the sum of 
$7,500,000" and inserting in lieu thereof "there is hereby authorized to 
be apropriated for the fiscal year elidingJue3,15,tesmo 

$2,000,000, and for each fiscal year beginniiig after June 30, 1951, the 
sum of $15,000,000". 

(d) So much of section 512 of the Social Security Act as precedes 
subsection (c) is amended to read as follows: 

ALLOTMENTS TO STATES 

"SEC. 512. (a) (1) Out of the sums appropriated pursuant to section 
511 for the fiscal year ending June 300, 1951, the Federal SecuritK 
Administrator shall allot $6,000,000 as follows: He shall allot to a 
State $60,000, and shall allot the remainder of the $6,000,000 to the 
States according to the need of each State as determined by him after 
taking into consideration the number of crippled children in 'such 
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State in need of the services referred to in section 511 and the cost 
of furnishing such services to them. 

"(2) Out of the sums appropriated pursuant to section 511 for each 
fiscal year beginning after June 30, 1951, the Federal Security Admin
istrator shall allot $7,500,000 as follows: He 3hall allot to each State 
$60,000, and shall allot the remainder of the $7,500,000 to the States 
according to the need of each State as determined by him after taking
into consideration the number of crippled children in such State in 
need of the services referred to in section 511 and the cost of furnishing 
such services to them. 

"(b) Out of the sums appropriated pursuant to section 511 the 
Administrator shall allot to the States (in addition to the allotments 
made under subsection (a) ) for the fiscal year ending June 30, 1951, the 
sum of $6,000,000, and for each fiscal year beginning after June 30, 
1951, the sum of $7,500,000. Such sums shall be allotted ,according to 
the financial need of each State for assistance in carrying out its State 
plan, ais determined by the Administrator after taking into considera
tion the number of crippled children in each State in need of the 
.services referred to in section 511 and the cost of furnishing such 
services to them." 

(e) Section 521 (a) of the Social Security Act is amended by strik
ing out "$3,500,000," and inserting in lieu thereof "$10,000.000,", by
striking out "$20,000" and inserting in lieu thereof "$40,000"1, by strik
ing out in the second sentence "as the rural population of such State 
bears to the total rural population of the United States" and inserting 
in lieu thereof "as the rural population of such State under the age
of eighteen bears to the total rural population of the United States 
under such age", and by striking out the third sentence thereof and 
inserting in lieu of such sentence the following: "The amount so 
allotted shall be expended for payment of part of the cost of district, 
county, or other local child-welfare services in areas predominantly
rural, for developing State services for the encouragement and assist
ance of adequate methods of community child-welfare organization in 
areas predominantly rural and other areas of special need, and for 
paying the cost of returning any runaway child who has not attained 
the age of sixteen to his own community in another State in cases in 
which such return is in the interest of the child and the cost thereof 
cannot otherwise be met: Provided,That in developing such services 
for children the facilities and experience of voluntary agencies shall 
be utilized in accordance with child-care programns and arrangements
in the States and local communities as may be authorized by the State." 

(f) The amendments made by the preceding subsections of this 
section shall be effective with respect to fiscal years beginning after 
June 30, 1950. 

PART 4-AID TO THE BLIND 

REQUIREMENTS OF STATE PLANS FOR AID TO THE BLIND 

SEC. 341. (a) Clause (4) of subsection (a) of section 1002 of the 
Social Security Act is amended to read as follows: "(4) provide for 
granting an opportunity for a fair hearing before the State agency 
to any individual whose claim for aid to the blind is denied or is not 
acted upon with reasonable promptness ;". 
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(b) Clause (7) of such subsection is amended to read as follows: 
"(7) 	 provide that no aid will be furnished any individual under the 

planwitrepectto ny erid with respect to which he is receiving 
oldageasistnceuner heState plan approved under section 2 of 
thio Acai todeendntchildren uinder the State plan approved 

(c) (1) Effective for the period beginning October 1, 1950, and 
ending June 30, 1952, clause (8) of such subsection is amended to read 
as follows: "(8) provide that the State agency shall, in determining
need, take into consideration any other income and resources of an 
individual claiming aid to the blind; except that the State agency may,
in making such determination, disregard not to exceed $50 per month 
of earned income ;". 

(2) Effective July 1, 1952, such clause (8) is amended to read as 
follows: "(8) provide that the State agency shall, in determining need,
take into consideration any other income and resources of the indi
vidual claiming aid to the blind; except that, in making such determin
ation, the State agency shall disregard the first. $50 per month of 
earned income,"

(d) Such subsection is further amended by striking out "and" before 
clause (9) thereof, and by striking out the period at the end of such 
subsection and inserting in lieu thereof a semicolon and the following 
new clauses: " (10) provide that, in determining whether an individual 
is blind, there shall be an examination by a physician skilled in 
diseases of the eye or by an optometrist; (11) effective July 1, 1951, 
provide that all individuals wishing to make application for, aid to 
the blind shall have opportunity to do so, and that aid to the blind 
shall be furnished with reasonable promptness to all eligible indi
viduals; and (12) effective July 1, 1953, provide, if the plan includes 
payments to individuals in private or public institutions, for the 
establishment or designation of a State authority or authorities which 
shall be responsible for establishing and maintaining standards for 
such institutions." 

(e) Effective July 1, 1952, clause (10) of such subsection is amended 
to. read as follows: "(10) provide that, in determining whether' an 
individual is blind, there shall be an examination by a physician skilled 
in diseases of the eye or by an optometrist, whichever the individual 
may select ;". 

(f) The amendments made by subsections (b) and (d) shall take 
effect October 1, 1950; and the amendment made by subsection (a)
shall take effect July 1, 1951. 

COM11PUTATION OF FEDERAL PORTION OF AID) TO THE BLIND 

SEC. .342. (a) Section 1003 (a) of the Social Security Act is am'ended 
to read as follows:

"Snc.. 1003. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has an approved plan
for aid to the blind, for each quarter, beginning with the quarter
commencing October 1, 1950, (1) in the ease of any State other than 
Puerto Rico and the Virgin Islands, an amount, which shall be used 
exclusively as aid to the blind, equal to the surd of the following
proportions of the total amounts expended during such quarter as 
aid to the blind under the State plan, not counting so much of such 
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expenditure with respect to any individual for any month as exceeds 
$50

"(A) three-fourths of such expenditures, not countigs much 
ofany expenditure with respect to any month as exceedgstepod 

uct of $20 multiplied by the total number of such individuals who 
received aid to the blind for such month, plus 

" (B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands', an amount, 
which shall be used exclusively as aid to the blind, equal to one-half of 
the total of the sums expended during such quarter as aid to the blind 
under the State plan, not counting so much of such expenditure with 
respect to any individual for any month as exceeds $30; and (3) in 
the case of any State, an amount equal to one-half of the total of the 
sums expended during such quarter as found necessary by the Admin
istrator for the proper and efficient administration of the State plan, 
which amount shall be used for paying the costs of administering the 
State plan or for aid to the blind, or both, and for no other purpose." 

(b) The amendment made by subsection (a) shall take effect October 
1, 1950. 

DEFINITION OF AID TO THE BLIND 

SEC. 343. (a) Section 1006 of the Social Security Act is amended to 
read as follows: 

"CDEFINITION 

"SEC. 1006. For the purposes of this title, the term 'aid to the blind' 
means money payments to, or medical care in behalf of or any type of 
remedial care recognized under State law in behalf of, blind indi
viduals who are needy, but does not include any such payments to or 
care in behalf of any individual who is an inmate of a public institu
tion (except as a patient in a medical institution) or any individual 
(a) who is a patient in an institution for tuberculosis or mental dis
eases, or (b) who has been diagnosed as having tuberculosis or 
psychosis and is a patient in a medical institution as a result thereof." 

(b) The amendment made by subsection (a) shall take effect Octo
ber 1, 1950, except that the exclusion of money payments to needy 
individuals described in clause (a) or (b) of section 1006 of the Social 
Security Act as so amended shall, in the case of any of such individuals 
who are not patients in a public institution, be effective July 1, 1952. 

APPROVAL OF CERTAIN STATE PLANS 

SEC. 344. (a) In the case of any State (as defined in the Social 
Security Act, but excluding Puerto Rico and the Virgin Islands) which 
did not have on January 1, 1949, a State plan for aid to the blind 
approved under title X of the Social Security Act, the Administrator 
shall approve a plan of such State for aid to the blind for the purposes 
of such title X, even though it does not meet the requirements of 
clause (8) of section 1002 (a) of the Social Security Act, if it meets 
all other requirements of such title X for an approved plan for aid 
to the blind; but payments under section 1003 of the Social Security 
Act shall be made, in the case of any such plan, only with respect to 
expenditures thereunder which would be included as expenditures for 
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the purposes of such section under a plan approved under such title X
without regard to the provisions of this section. 

(b) The provisions of subsection (a) shall be effective only for the
period beginning October 1, 1950, and ending June 30, 1955. 

PART 5-AID TO THE PERMANENTLY AND) TOTALLY DISABLED 

SEC. 351. The Social Security Act is further amended by adding 
after title XIII thereof the following new title: 

"TITLE XIV-GIRANTS TO STATES FOR AID TO THE 
PERMANENTLY AND TOTALLY DISABLED 

"4APPROPRIATION 

"SEC. 1401. For the purpose of enabling each State to furnish
financial assistance, as far as practicable under the conditions in such
State, to needy individuals eighteen years of age or older who are
permanently and totally disabled, there is hereby authorized to be
appropri ated for the fiscal year ending June 30, 1951, the sum of
$50,000,000, and there is hereby authorized to be appropriated for
each fiscal year thereafter a sum sufficient to carry out the purposes
of this title. The sums made available under this section shall be
used for making payments to States which have submitted, and had
approved by the Administrator, State plans for aid to the permanently
and totally disabled. 

"CSTATE PLANS FOR AID TO TH PERMANENTLY AND TOTALLY DISA'BLED 

"SEC. 1402. (a) A State plan for aid to the permanently and totally
disabled miust (1) provide that it shall be in effect in all political
subdivisions of the State, and, if administered by them, be mandatory 
upon them; (2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a single
State agency to administer the plan, or provide for the establishment 
or designation of a single State agency to supervise the administra
tion of the plan; (4) provide for granting an opportunity for a fair
hearing be ore the State agrency to any individual whose', claim for
aid to the permianenty and totally disabled is denied or is not acted 
upon with reasonabl promptness; (5) provide such methods of
admninistration (incluing methods relating to the -establishment and
maintenance of personnel standards on a merit basis, except that the
Administrator shall exercise no authority with respect to the selec
tion, tenure of office, and compensation of any individual employed
in accordance with such methods) as are found, by the Administrator,
to be necessary for the proper and efficient operation of the plan;
(6) provide that the State agency will make such reports, in such 
form and containing such information,
from timne to time require, 

as the Administrator may
and comply with such pro-visions as the

Administrator may from time to time find necessary to assure the 
correctness and verification of such reports; (7) provide that no aid
will be furnished any individual under the plan with respect to any
period with respect to which hie is receiving old-age assistance underthe State plan approved under section 2 of this Act., aid to dependent 
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children under the State plan approved under section 402 of this Act, 
or aid to the blind under the State plan approved under section 1002 
of this Act; (8) provide that the State agency shall, in determining 
need, take into consideration any other income and resources of an 
individual claiming aid to the permanently and, totally disabled; 
(9) provide safeguards which restrict the use or disclosure of inf or
mation concerning applicants and recipients to purposes directly 
connected with the administration of aid to the permanently and 
totally disabled; (10) provide that all individuals wishing to make 
application for aid to the permanently and totally disabled shall 
have opportunity to do so, and that aid to the permanently and totally 
disabled shall be furnished with reasonable promptness to all eligible 
individuals; and (11) effective July 1, 1953, provide, if the plan 
includes payments to individuals in private or public institutions, for 
the establishment or designation of a State authority or authorities 
which shall be responsible for establishing and maintaining standards 
for such institutions. 

"1(b) The Administrator shall approve any plan which fulfills the 
conditions specified in subsection (a), except that he shall not approve 
any plan which imposes, as a condition of eligibility for aid to the 
permanently and totally disabled under the plan

"1(1) Any residence requirement which excludes any resident of 
the State who has resided therein five years during the nine years 
immediately preceding the application for aid to the permanently 
and totally disabled and has resided therein continuously for one 
year immediately preceding the application; 

"(2) Any citizenship requirement which excludes any citizen 
of the United States. 

"tPAYMENT TO STATES 

"SEC. 1403. (a) From the sums appropriated theref or, the Secretary 
of the Treasury shall pay to each State which has an approvedb plan 
for aid to the permanently and totally disabled, f or each quartr begin-
fling with the quarter commencing October 1, 1950, (1) in the cUsM 
of any State other than Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to the permanently and totally 
disabled, equal to the sum of the following proportions of' the total 
amounts expended during such quarter as aid to the permanently and 
totally disabled under the State plan, not counting so much of such 
expenditure with respect to any individual for any month as exceeds 
$50

"(A) three-fourths of such expenditures, not counting so much 
of any expenditure with respect to any month as exceeds the 
product of $20 multiplied by the total number of such individuals 
who received aid to the permanently and totally disabled f or such 
month, plus 

" (B) one-half of the amount by which such expenditures exceed 
the maximum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, 
which shall be used exclusively as aid to the permanently and totally 
disabled, equal to one-half of the total of the sums expended during 
such quarter as aid to the permanently and totally disabled under the 
State plan, not counting so much of such expenditure with respect to 
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any individual for any month as exceeds $30; and (3) in the case of 
any State, an amount equal to one-half of the total of the sums 
expended during such quarter as found necessary by the Administrator 
for the proper and efficient administration of the State plan, which 
amount shall be used for paying the costs of administering the State 
plan or for aid to the permanently and totally disabled, or both, and 
for no other purpose. 

"c(b) The miethod of computing and paying such amounts shall be as 
follows: 

"(1) The Administrator shall, prior to the beginning of each 
quarter, estimate the amount to be paid to the State for such 
quarter under the provisions of subsection (a), such estimate to 
be based on (A) a report filed by the State containing its estimate 
of the total sum to be expended in such quarter in accordance with 
the provisions of such subsection, and stating the amount appro
priated or made available by the State and its political sub
divisions for such expenditures in such quarter, and if such 

amount is less than the State's proportionate share of the total 
sum of such estimated expenditures, the source or sources from 
which the difference is expected to be derived, (B) records show
ing the number of permanently and totally disabled individuals in 
the State, and (C) such other investigation as the Administrator 
may find necessary. 

"(2) The Administrator shall then certify to the Secretary of the 
Treasury the amount so estimated by the Administrator, (A) re
duced or increased, as the case may be, by any sum by which he finlds 
that his estimate for any prior quarter was greater or less than the 
amount which should have been paid to the LState under subsection 
(a) for such quarter, and' (B) reduced by a sum equivalent to the 
pro rata share to which the United States is equitably entitled, as 
determined by the Administrator, of the net amount recovered during 
a prior quarter by the State or any political subdivision thereof with 
respect to aid to the permanently and totally disabled furnished under 
the State plan; except that such increases or reductions shall not be 
made to the extent that such sums have been applied to make the 
amount certified for any prior quarter greater or less than the amount 
estimated by the Administrator for such prior quarter: Provided 
That any part of the amount recovered from the estate of a cleceaseci 
recipient which is not in excess of the amount expended by the State 
or any political subdivision thereof f-or the funeral expenses of the 
deceased shall not be considered as a basis for reduction under clause 
(B1) of this paragraph. 

"(3) The Secretary of the Treasury shall thereupon, through.the 
Fiscal Service of the Treasury Departmnent, and pi~ior to audit or 
settlement by the General Accounting Office, pay to the State, at the 
time or times fixed by the Administrator, the amount so certified. 

"4OPERlATION OF STATE PLANS 

"SEC. 1404. In the case of any State plan for aid to the permanently 
and totally disabled which has been approved by the Administrator, 
,if the Administrator after reasonable notice 'and opportunity for 
h'earina to the State agency administering or supervising the admin
istrafto -osu~hplan, finds
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"c(1) that the plan has been so changed as to impose any resi
dence or citizenship requirement prohibited by section 1402 (b), 
or that in the administration of the pl an any such prohibited 
requirement is imposed, with the knowledge of such State agency, 
in a substantial number of cases; or 
"(2) that inthe administration of the plan there is a f ailure to


comply substantially with any provision required by section 1402 
(a) to be included in the plan; 

the Administrator shall notify such State agency that further pay
ments wvill not be made to the State until he is satisfied that such 
prohibited requirement is no longer so imposed, and that there is no 
longer any such failure to comply. Until he is so satisfied he shall 
make no further certification to the Secretary of the Treasury with 
respect to such State. 

"cDEFINITION 

"SEC. 1405. For the purposes of this title, the term 'aid to the per
manently and totally disabled' means money payments to, or medical 
care in behalf of, or any type of remedial care recognized under 
State law in behalf of, needy individuals eighteen years of age or 
older who are permanently and totally disabled, but does not include 
any such payments to or care in behalf of any individual who is an 
inmate of a public institution (except as a patient in a medical 
institution) or any individual (a) who is a patient in an institution 
for tuberculosis or mental diseases, or (b) who has been diagnosed 
as havinig tuberculosis or psychosis and is a patient in a medical 
institution as a result thereof." 

PART 6-MISCELL~ANEous AMENDMENTS 

SEC. 3961. (a) Section 1 of the Social Security Act is amended by 
striking out "Social Security Board established by Title VII (herein
after referred to as the 'Board') " and inserting in lieu thereof "Federal 
Security Administrator (hereinafter referred to as the 'Adminis
trator') ". 

(b) Section 1001 of the Social Security Act is amended by striking 
out "Social Security Board" and inserting in lieu thereof "Admin
istrator". 

(c) The following provisions of the Social Security Act are each 
amended by striking out "Board"' and inserting in lieu thereof "Admin
istrator": Sections 2 (a) (5) ; 2 (a) (6) ; 2 (b) ; 3 (b) ;4; 402 (a) (5); 
402 (a) (6) ; 402 (b) ; 403 (b) ; 404; 702; 703; 1002 (a) (5) ; 1002 
(a). (6); 1002 (b) ; 1003 (b) ; and 1004. 
(d) The following provisions of the Social Security Act are each


amended by striking out (when they refer to the Social Security 
Board) "it"' or "its" and inserting in lieu thereof "'he"l, "him", or "his", 
as the context may require: Sections 2 (b) ; 3 (b) ; 4; 4012 (b) ; 403 (b) 
404; 702; 703; 1002 (b) ; 1003 (b) ; and 1004. 

(e) Title V of the Social Security Act is amended by striking out 
"Children's Bureau", "Chief of the Children's Bureau", "Secretary of 
Labor", and (in sections 503 (a) and 513 (a)) "Board" and inserting 
in lieu thereof "Administrator". 

(f) The heading of title VII of the Social Security Act is amended 
to read "AD-MINSTRATION"'. 
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(g) Title XI of the Social Security -Actis amended by addling at the 
end thereof the following new section: 

"CLIMITATION ON PAYMENTS TO PUERTO RICO AND THlE VIRGIN ISLANDS 

"SEC. 1108. The total amount cettified. by the Administrator under 
titles I, IV, X, and XIV, for payment to Puerto Rico with respect to 
any fiscal year shall not exceed $4,250,000; and the total amount certi
fied by the Administrator under such titles for payment to the Virgin
Islands with respect to any fiscal year shall not exceed $160,000."1 

TITLE IV-MISCELLANEOUS PROVISIONS 

OFFICE OF COMMISSION4ER FOR SOCIAL SECURITY 

SEC. 401. (a) Section 701 of the Social Security Act is amended to 
read: 

"OFFICE OF COMMISSIONER FOR SOCIAL SECURITY 

"SEC. 701. There shall be in the Federal Security Agency a Com
missioner for Social Security, appointed by the Administrator, who 
shall perform such functions relating to social security as the Adinin
istrator shall assign to him." 

(b) Section 908 of the Social Security Act Amendments of 1939 
is repealed. 

REPORTS TO CONGRESS 

SEC. 402. (a) Subsection (c) of section 541 of the Social Security 
Act is repealed.

(b) Section 704 of such Act is amended to read: 

"REPORTS 

"1SEC. 704. The Administrator shall make a full report to Congress, 
at the beginning of each regular session, of the administration of the 
functions with which he is charged under this Act. In addition to the 
number of copies of such report authorized by other law to be printed,
there is hereby authorized to be printed not more than five thousand 
copies of such report for use by the Administrator for distribution to 
Members of Congress and to State and other public or private agen
cies or orgranizations participating in or concerned with the social 
security program." 

AMENDMENTS TO TITLE XI OF THRE SOCIAL SECURITY ACT 

SEC. 403. (a) (1) Paragraph (1) of section 1101 (a) of the Social 
Security Act is amended to read as follows: 

"(1) The term 'State' includes Alaska, Hawaii, aid theDistrict 
of Columbia, and when used in titles I, IV, V, X, and XIV includes 
Puerto Rico and the Virgin Islands." 

(2) Paragraph (6) of section 1101 (a) of the Social Security Act 
is amended to read as follows: 

" (6) The term 'Administrator', except when the context other
wise requires, means the Federal Security Administrator." 

(3) The amendment made by paragraph (1) of this subsection shall 
take effect October 1, 1950, and the amendment made by paragraph 
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(2) of this subsection, insofar as it repeals the definition of "employee", 
Shall be effective only with respect to services performed after 1950. 

(b) Effective October 1, 1950, section 1101 (a) of the Social Security 
Act is amended by adding at the end thereof the following new 
paragraph: 

"1(7) Thle terms 'physician' and 'medi cal care' and 'hospit.1aliza
tion' include osteopathic practitioners or the services of osteo
pathic practitioners and hospitals within the scope of their prac
tice as defined by State law." 

(c) Section 1102 of the Social Security Act is amended by striking 
out "Social Security Board" and inserting in lieu thereof "Federal 
Security Administrator". 

(d) Section 1106 of the Social Security Act is amended to read as 
follows: 

4CDISCLOSURE OF INFORMATION IN POSSESSION OF AGENCY 

"SEC. 1106. (a) No disclosure of any return or portion of a return 
(including information returns and other written statements) filed 
with the Commissioner of Internal Revenue under title VIII of the 
Social Security Act or under subchapter E of chapter 1 or subchapter 
A of chapter 9 of the Internal Revenue Code, or under regulations 
made under authority thereof, which has been transmitted to the 
Administrator by the Commissioner of Internal Revenue, or of any 
file, record, report, or other paper, or any information, obtained at anly 
time by the Administrator or by any officer or employee of the Federal 
Security Agency in the course of discharging the duties of the Admin
istrator under this Act, and no disclosure of any such file, record, 
report, or other paper, or information, obtained at any time by any 
person from the Administrator or from any officer or employee of 
the Federal Security Agency, shall be made except as the Adminis
trator may by regulations prescribe. Any person who shall violate any 
provision of this section shall be deemed guilty of a misdemeanor 
and, upon conviction thereof, shall be punished by a fine not exceeding 
$1,000. or by imprisonment not exceeding one year, or both. 

" (b) Requests for information, disclosure of which is authorized by 
regulations prescribed pursuant to subsection (a) of this section, 
may be complied with if the agency, person, or organization makiing 
the request agrees to pay for the information requested in such 
amount, if any (not exceeding the cost of furnishing the information), 
a,,s may be determined by the Administrator. Payments for informa
tion furnished pursuant to this section shall be made in advance or 
by way of reimbursement, as may be requested by the Administrator, 
and shall be deposited in the Treasury as a special deposit to be used 
to reimburse the appropriations (including authorizations to make 
expenditures from the Federal Old-Age and Survivors Insurance 
Trust Fund) for the unit or units of the Federal Security Agency 
'which prepared or furnished the information." 

(e) Section 1107 (a) of the Social Security Act is amended by 
striking out "the Federal Insurance Contributions Act, or the Federal 
Unemployment Tax Act," and inserting in lieu thereof the following: 
"Csubchapter E of chapter 1 or subchapter A, C, or E of chapter 9 
of the Internal Revenue Code,". 
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(f) 	 Section 1107 (b) of the Social Security Act is amended by strik
ing utBoad" ad iseringin lieu thereof "Administrator", and 
by triingout"wie, aretor child", wherever appearing therein,
andinsrtng n leutheeof"wfe, husband, widow, widower, former 

ADVANCES TO STATE U-NEMPLOYM1ENT FUNDS 

SEC. 404. (a) Section 1201 (a) of the Social Security Act is amended 
by striking out "January 1, 1950" and inserting in lieu thereof 
"January 1, 1952". 

(b) (1) Clause (2) of the second sentence of section 904 (h) of the 
Social Security Act is amended to read: " (2) the excess of the taxes
collected in each fiscal year beginning after June 30, 1946,i and ending
prior to July 1, 1951, under the Federal Unemployment Tax Act, over 
the unemployment administrative expenditures made in such year,
and the excess of such taxes collected during the period beginning 
on July 1, 1951, and ending on December 31, 1951, over the unem
ployment administrative expenditures made during such period."

(2) The third sentence of section 904 (h) of the Social' 'Security Act 
is amended by striking out "April 1, 1950" and inserting in lieu 
thereof "April 1, 1952". 

(c) The amendments made by subsections (a) and (b) of this 
section shall be effective as of January 1, 1950. 

PROVISIONS OF STATE UNEMPLOYMENT COMPENSATION L.AWS 

SEC. 	 405. (a) Section 1603 (c) of the Internal Revenue Code is 
amended (1) by striking out the phrase "changed its law" and insert
ing in lieu thereof "amended its law", and (2)' by adding before the
period at the end-thereof the following: "and such findin has become 
effective. Such finding shall become effective on the ninetith day
after 	the Governor of the State has been -notified thereof unless the 
State has before such ninetieth day so amended its law that it will 
comply substantially with the Secretary of Labor's interpretation of 
the provision of subsection (a), in which event such finding shall not 
become effective. No finding of a failure to comply substantially with 
the provision in State law specified in paragraph (5) of subsection (a)
shall 	be based on an application or interpretation of State law wit 
respect to which further administrative or judicial review is provided
for under the laws of the State". 

(b) Section 303 (b) of the Social Security Act is amended by insert
ing before the period at the end thereof the following: ": Provided,
That there shall be no finding under clause (1) until the question of 
entitlement shall have been decided by the highest judicial authority
given jurisdiction under such State law:- Providedfurther, That any 
costs maybe paid with respect toany claimantbya Sate and included 
as costs of administration of its law"). 

SUSPENDING APPLICATION OF CERTAIN PROVISIONS OF CRIMINAL CODE

TO CERTAIN PERSONS


SEC. 406. Service or employment of any person to assist the Senate 
Committee on Finance, or its duly authorized subcommittee, in the 
'investigation ordered by S. Res. 300, agreed to June 20, 1950, shall 
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not be considered as service or employment bringing such person 
within the provisions of section 281, 283, or 284 of title 18 of the United 
States-Cqde, or any other Federal law imposing restrictions, require
ments, on- penalties in relation to the employment of persons, the 
performance of services, or the payment or receipt of compensation in 
connection with any claim, proceeding, or matter involving the United 
States. 

REORGANIZATION PLAN NO. 26 OF 1950 

SEC. 407.i-For the purposes of section 1 (a) of Reorganization Plan 
No. 26 of 1950, this Act shall be deemed to have been enacted prior to 
the effectiv& date of such plan. 

Approved August 28, 1950. 



IMMEDIATE RELEASE AUGUST 28, 1950 

STATEMENT BY THE PRESIDENT 

I have today approved H. R. 6000, the Social Secturity Act Amendments of 
1950. These amendments greatly strengthen the old age and survivors insurance 
system and the public assistance programs -originally established by the Social 
Security Act of 1935. 

The passage of this legislation is an outstanding achievement. In this Act 
the Eighty-first Congress has doubled insurance benefits and brought ten million 
more persons under old age and survivors insurance,- including those whose 
insurance rights were taken away by the Eightieth Congress. Millions of others 
will benefit from the new public, assistance provisions giving help to the disabled 
and to dependent children. For the first time American citizens in Puerto Rico 
and the Virgin Islands will be covered under both the insurance and assistance 
programs. In addition, veterans of World War II will now receive wage credits 
for military service in computing their insurance benefits. 

This Act will help a great many people right away. Three million aged 
persons, widows, and orphans will receive increased insurance benefits beginning 
with the month of September. A million more will begin to receive increased 
payments within the next few months. Nearly three million needy persons will 
benefit from increased Federal aid to the States for public assistance purposes. 

By makting it possible for most families to obtain protection through the 
contributory insurance system, and by increasing insurance benefits, the Act 
will ultimately reduce dependence on public charity. This measure demonstrates 
our determination to achieve real economic security for the American family. 
This kind of progressive, forward-looking legislation is the best possible way to 
prove that our democratic institutions can provide both freedom and security for 
all our citizens. 

We still have much to do before our social security programs are fully adequate. 
While the new Act greatly increases coverage, many more people still need to be 
brought into the old age and survivors insurance system. Expanded coverage and 
increased benefits in old age insurance should now be matched by steps to strengthen 
our unemployment insurance system. At the same time, we urgently need a system 
of insurance 'against loss of wages through temporary or permanent disability. 
These and other vital improvements in our social security laws are needed in addi
tion to the Act which I have signed today. I shall continue to urge action on this 
unfinished business and I know that the Committees of Congress are now preparing 
to give these matters serious consideration. 
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There is one very unfortunate feature in the new law. This is the so-called 
"Knowland amendment, tY tacked on as a rider in the Senate. It may result in 
undermining the safeguards enacted by the Congress to protect workers against 
loss of unemployment insurance benefits if they refuse to accept employment at 
substandard wages or working conditions. This amendment has nothing what
ever to do with old age insurance or public assistance, the main subjects of the 
new law. While the other provisions of the bill were the product of thorough con
sideration in the Committees of both Houses, neither Committee ever had an 
opportunity to hold hearings on the Knowland amendment. I trust that the Congress 
will reconsider this ill-advised provision and will act promptly to remove it from 
the social security laws. 

Both the House Committee on Ways and Means and the Senate Committee on 
Finance have already announced that they intend to study proposals for further 
improvement in our social security programs. Members of these Committees 
have worked long and faithfully on the Act which I have signed today. I am confident 
that their future efforts will be equally productive in advancing social security in 
this country. 
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Old-age and survivors insurance-Coverage, eligibility requirements, and benefit payments 

L.COVERAGE 

Item Under Social Security Act amendments of 1950
(effective Jan. 1, 1951) 

A. 	 Self-employed--------- Covered, if self-employment yields annual net 
income of at least $400, except for services per
formed by an individual as a farmer, minister, 
physician, lawyer, dentist, osteopath, veteri
narian, chiropractor, optometrist, Christian 
Science practitioner, architect, naturopath, 
funeral director, professional engineer, or 
certified, registered, licensed, or full-time 
practicing public accountant. 

B. 	Domestic workers----Services performed in a calendar quarter in a 
private home (but not on a farm operated for 
profit) are covered if-

(1) the worker is employed 24 days or more 
in the calendar quarter by 1 employer or was 
so employed on 24 days during the immedi
ately preceding calendar quarter, and 

(2) the worker is pald at least $50 in cash 
wages during the calendar quarter. 

Domestic services performed on a farm operated 
for profit are covered only if the requirements 
for agricultural labor are met. (See C below.) 

Domestic 	 services performed by nonstudent 
workers in local college clubs or local. chapters 
of college fraternities or sororities are covered 
without regard to the number of days worked 
if the pay received by the worker during a 
calendar quarter is at least $50. Domestic 
service performed by student workers in the 
afore-mentioned clubs or fraternities or sorori
ties continue to be excluded from coverage. 

C. 	 Agricultural labor----A regularly employed (as defined below) agri-
cultural worker (including a domestic servant 
on a farm operated for profit) is covered if he 
earns at least $50 cash wages in a calendar 
quarter except that the following serviees 
continue to be excluded from coverage: 

(1) services in connection with the ginning 
of cotton; and 

(2) services in connection with the produc-
tion of crude gum from a living tree or the 
processing of such crude gum into gum spirits 
of turpentine and gum rosin if th~processing 
is carried on by the original producer, 

Regularly employed defined 

Whether a worker is regularly employed is de-
termined as follows: 

(1) the worker must be "continuously em-
ployed" by the employer during the first or 

(1) 

Under Social Security Act prior to effective date
of 1950 amendments 

Not covered. 

Not covered if services are performed in a private 
home, local college club, or local chapter of a 
college fraternity or sorority. 

Not covered. Certain borderline agricultural 
services also excluded, even though not per
formed on a farm, as follows: 

(1) services in connection with the produc
tion or harvesting of maple sirup or maple 
sugar; 

(2) services in connection with raising or 
harvesting of mushrooms, hatching of poultry, 
ginning of cotton, or irrigation; 

(3) postharvesting services (packing, process
ing, etc., of any agricultural or horticultural 
commodity) performed for farmers or farmers' 
cooperatives and for commercial handlers of 
fruits and vegetables (but services in connec
tion with commercial canning or commercial 
freezing or with a commodity after delivery to 
terminal market for distribution for COnsump
tion are covered); and 

(4) services in connection with the produc
tion of crude gum from a living tree or the 
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1. COVERAGE-Continued 

Item Under Social Security Act amendments of 1950
(effective Jan. 1, 1951) 

Under Social Security Act prior to effective date
of 1950 amendments 

C. Agricultural labor- Regularly employed defined-Continued processing of such crude gum into gum spirits 
Continued of turpentine and gum rosin if the processing 

qualifying calendar quarter (this employment is carried on by the original producer. 
need not be in agriculture and the qualifying 
quarter may be the October-December quar
ter of 1950); 

(2) in the next calendar quarter (which 
is the first quarter in which the agricultural 
labor may be covered) the worker must work 
for the same employer (the employer for 
whom he worked during the qualifying quar
ter) on a full-time basis for 60 days and earn 
at least $50 in cash wages; 

(3) in the next calendar quarter the worker 
is regularly employed (and the services per
formed are covered) if he earns at least $50 in 
cash wages from the same employer (the em
ployer for wham he worked in meeting the 
requirements in (1) and (2) during the two 
immediately preceding calendar quarters) 
without regard to the number of days worked. 
If, however, the worker does not meet the 
requirement of 60 days' employment for the 
same employer during the third calendar quar
ter, he must, to be covered in a subsequent 
quarter, again fulfill all the requirements in 
(1) and (2) above, even though he remains in 
the employment of the same employer. In 
other words the worker must again be em
ployed continuously by the employer for 1 
calendar quarter and in the next calendar 
quarter work for the same employer on a full-
time basis for 60 dpys and earn at least $50 
in cash wages. 

Border-line agriculturalservices 

Certain border-line agricultural services for
merly excluded from coverage are covered 
without regard to the number of days worked 
or the amount of wages earned in the calendar 
quarter. The services that are newly covered 
are

(1) services performed on or off the farm in 
connection with the processing of maple sap 
into masple sirup or maple sugar (but not the 
gathering of maple sap on a farm--such ser
vices are covered only if the regular employ
ment and cash wages tests referred to above 
are met); 

(2) services performed off the farm in con
nection with the raising or harvesting of mush
rooms, or the hatching of poultry, or irrigation 
services performed by employees of companies 
operating for profit (irrigation services per
formed in connection with an irrigation systern 
operating on a nonprofit basis are covered only 
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1. COVERAGE-Continued 

Item Under Social Security Act amendments of 1950 
(effective Jan. 1, 1951) 

Under Social Security Act prior to effective date 
of 1950 amendments 

C. Agricultural labor- Border-Zinc agricultural8ervices-Continued 
Continued 

if the regular employment and cash wages 
tests referred to above are met); and 

(3) post harvesting services performed for 
farmer cooperatives (any group of 20 or more 
farmers) or for commercial handlers of fruits 
and vegetables (but not if the services are per
formed for a farmer who produced more than 
% the commodity processed or for an informal 
group of farmers which produced all the com
modity processed-such services are covered 
only if the regular employment and cash wages 
tests referred to above are met). 

Employment by farmercooperative8 prior to 1951 

Services performed for farmer cooperatives prior 
to 1951 for which old-age and survivors insur
ance tax payments have been made in good 
faith are covered retroactively, provided such 
tax payments have not been refunded. 

D. Nonprofit organiza- The employees of nonprofit organizations for- In general, not covered. The services excluded 
tion employees. merly excluded from coverage are now covered are those performed by-

either on a voluntary or a compulsory basis (1) employees of a corporation, community 
if the wages paid the employee in a calendar chest, fund, or foundation, organized and 
quarter are $50 or more except that services operated exclusively for religious, charitable, 
performed by the following are excluded: scientific, literary, or educational purposes, or 

(1) ministers and members of religious for the prevention of cruelty to children or 
orders; animals, no part of the net earnings of which 

(2) students employed by a school, college, inures to the benefit of any private shareholder 
or university if the student is regularly attend- or individual, and no substantial part of the 
ing class; activities of which is carrying on propaganda, 

(3) student nurses employed by a hospital or otherwise attempting, to influence legisla
or nurses training school if the student nurse tion; 
is regularly attending classes in an approved (2) employees of organizations exempt from 
nurses training school; and income tax under sec. 101 of the Internal 

(4) interns employed by a hospital if the Revenue Code if the employee (a) receives $45 
intern has completed a 4-year course in an or less in a calendar quarter for such services, 
approved medical school. or (b) is employed by a fraternal beneficiary 

society, order, or association, and is either 
Voluntary coverage employed collecting dues or premiums away 

from the home officc, or is performing ritualistic 
Coverage on a voluntary basis is provided for service, or (c) is a student who is regularly 

employees of organizations exempt from in- attending classes: at a school, college, or 
come tax under sec. 101 (6) of the Internal university; 
Revenue Code, 1. e., corporation, community (3) employees of agricultural or horticultural 
chest, fund, or foundation, organized and organizations,exempt from income tax under 
operated'exclusively for religious, charitable, see. 101 (1) of the Internal Revenue Code; 
scientific, literary, or educational purposes, (4) employees of nonprofit voluntary em-
or for the prevention of cruelty to children or ployees' beneficiary associations providing 
animals, no part of the net earnings of which benefits for members if 85 percent or more of 
inures to the benefit of any private share- the income of the association consists of 
holder or Individual, and no substantial part amounts collected from members for the 
of the activities of which is carrying on prop- purpose of paying such benefits and meeting 
aganda, or otherwise attempting, to influence expenses, or membership is limited to officers 
legislation. and employees of the United States; 
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I. COVERAGE-Continued 

Item Under Social Security Act amendments of 1950
(effective Jan. 1, 1951) 

Under Social Security Act prior to effective date
of 1950 amendments 

D. Nonprofit organization 
emnployees-Con, 

Voluntary coverage-Continued 

Employees of such nonprofit organizations who 

(5) employees of a school, college, or 
university which is not exempt from Federal 
income tax if the employee is a regular student 

are paid $50 or more in a calendar quarter are at such institution and receives less than $45 
covered provided-

(1) the employer organization certifies that 
it desires to have the old-age and survivors 

in a calendar quarter; 
(6) student nurses employed by a hospital 

or a nurses' training school if the student 
insurance system extended to its employees; nurse is regularly attending classes in an 
and 

(2) at least % of the organization's em-
approved nurses' training school; and 

(7) interns employed by a hospital if the 
ployees concur in the filing of the certificate. 

Employees who do not concur in the filing of the 
intern has completed a 4 years' course in an 
approved medical school. 

certificate will not -be covered except that all 
employees hired after a certificate becomes 
effective will be covered. 

Compulsory coverage 

Employees of other nonprofit organizations 
formerly exempt from coverage are now 
covered on a compulsory basis provided the 
wages paid the employee in a calendar quarter 
are $50 or more. 

E. State and local govern- Voluntary coverage Not covered. 
meat employees. 

Coverage on a voluntary basis is provided for 
employees of State and local governments 
other than those covered by a retirement system 
by means of Federal-State agreements entered 
into between the States and the Federal Se
curity Administrator except that such agree
ments cannot include

(I) employees on work relief projects; and 
(2) patients and inmates of institutions 

who are employed by such institutions. 

Compulsory coverage 

Coverage on a compulsory basis is provided for 
employees of certain publicly owned trans
portation systems as shown below: 

1. A transportation system that acquired a 
private system prior to 1951.-All employees 
of a transportation system owned by a State 
or local unit of government, any part of which 
is acquired from a private company after 1936 
and before 1951, are covered by old-age and 
survivors insurance unless the employees are 
covered as of Dec. 31, 1950, by a general re
tirement system (applicable on a city-wide or 
State-wide basis) under which the benefits are 
protected from diminution or impairment by 
express provision of the State constitution. 
If the transportation system owned by a State 
or local unit of government has a retirement 
system applicable to its employees and ac
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L COVERAGE-Continued 

Item Under Social Security Act amendments of 1950 
(effective Jan. 1, 1951) 

Under Social Security Act prior to effective date 
of 1950 amendments 

E. State and local govern- Compulsory coverage--Continued 
men t employees-
Continued quiree a private transportation system after 

1950, the employees taken over with such ac
quisition are covered by old-age and survi
vors insurance if the employer has provided 
-for integration of the general retirement sys
tem with old-age and survivors insurance. 

2. A transportationsystem no part of which 
was acquired from a private company prior to 
1951.-As to a transportation system owned 
*by a State or local unit of government, no 
part of which was acquired from a private 
,company after 1936 and before 1951, but 
which acquires a private transportation com
pany after 1950. the employees taken over 
-with the acquisition are covered by old-age 
and survivors insurance unless they are 
covered by a general retirement system which 
does not provide for integration with old-age 
and survivors insurance. 

3. A transportationsystem beginning opera
tion after December 1950.-If a State or local 
unit of government does not operate a trans-. 
portation system on Dec. 31, 1950, but 
acquires a system after such date, all em
ployees of the transportation system are 
covered by old-age and survivors insurance 
unless at the time the first part of the trans-. 
portation system is acquired from private 
ownership the State or local unit of govern
ment has a general retirement system that 
covers the employees of the transportation 
system. 

P. Federal employees----Coverage is extended to the following services Not covered if services are performed-
performed in the employ of the United States (1) in the employ of the United States; or 
or its instrumentalities provided that the serv- (2) for an instrumentality of the United 
ices are not covered by another retirement States which is either wholly owned by the 
system established by Federal law or are not United States or exempt from the employer's 
contained in the exclusions from coverage tax for old-age and survivors insurance. 
listed subsequently: 

(1) services performed by temporary em
ployees of the United States whether they are 
awaiting permanent or indefinite appointment 
or are in positions not intended to be perma
nent or indefinite,

(2) bervices performed in the employ of a 
corporation wholly owned by the. United 
States (includes services performed by em
ployees of the Tennessee Valley Authority-
if not covered by the TVA retirement system); 

(3) services performed ink the employ of a 
national farm Joan association, a Federal 
Reberve bank, a Federal credit union, a pro
duction credit aseociatlon, or a State, county, 
or community commiittee under the Produc
tion and Marketing Adminisration; and 

74248-40--
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L. COVERAGE-Continued 

Under Social Security Act amendments of 1950
Item 	 (effective Jan. 1, 1951) 

F. Federal employees- (4) services performed by a civilian em-
Continued 	 plovyee, not compensated from funds appro

priated by the Congress, in the Army and Air 
Force Exchange Service and similar organiza
tions. 

Services specifically excluded from coverage 

In addition to the exclusion of all services cov
ered by another retirement system established 
by Federal law the following services are 
specifically excluded from coverage: 

(1) in the field service of the Post Office 
Department unless performed by an employee 
serving under a temporary appointment pend
ing determination of eligibility for permanent 
or indefinite appointment; 

(2) by temporary employees employed in 
the Bureau of the Census for the taking of a 
census; 

(3) in the legislative branch; 
(4) by the President, Vice President, or 

Members of Congress; 
(5) by individuals excluded from the Civil 

Service Retirement Act because paid on a 
contract or fee basis or because they are sub
ject to another retirement system; 

(6) by student employees, patients, or in
mates in Government hospitals; 

(7) by individuals serving on a temporary 
basis in case of fire, earthquake, or similar 
emergency; 

(8) by workers on Federal relief projects; 
(9) by individuals paid $12 or less per year; 
(10) by a member of a State, county, or 

community committee under the Production 
Marketing Administration or any similar 
board, council, or committee; and 

(11) by consular agents. 
G. Life-insurance sales- Life-insurance salesmen who have been covered 

men. 	 as employees under the usual common-law 
rules continue to be covered. In addition, 
coverage as employees is provided for full-
time insurance salesmen if the contract of 
service contemplates that substantially all of 
the services are to be performed personally by 
the salesman, except that he is not covered as 
an employee if- 

(1) he has a substantial investment in the 
facilities used in performing the services 
'(other than in transportation facilities); or 

(2) the services are in the nature of a single 
transaction which is not part of a continuing 
relationship with the person for whom the 
services are performed. 

Under Social Security Act prior to effective date
of 1950 amendments 

Not covered unless the services are performed 
by an individual who can qualify as an em
ployee under the usual common-law rules for 
determining the employer-employee relation
ship. Generally such relationship exists when 
the person for whom the services are performed 
has the right to control and direct the individual 
who performs the services, not only as to the 
result to be accomplished by the work but also 
as to the details and means by which that 
result is accomplished. 
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I. COVERAGE-Continued 

Item Under Social Security Act amendments of 1950
(effective Jan. 1, 1951) 

Under Social Security Act prior to effective date
of 1950 amendments 

H. Wholesale salesmen- -- Salesmen who have been covered as employees Not covered unless the services are performed by 
under the usual common-law rules continue an individual who can qualify as an employee 
to be covered. In addition, coverage as under the usual common-law rules for deter-
employees is provided for certain full-time mining the employer-employee relationship. 
traveling or city salesmen engaged in the Generally such relationship exists when the 
solicitation, for their principals, of orders from person for whom the services are performed 
wholesalers, retailers, contractors, or operators has the right to control and direct the individual 
of hotels, restaurants, or other similar estab- who performs the services, not only as to the 
listments for merchandise for resale or supplies result to be accomplished by the work but also 
for use in their business operations. Such as to the details and means by which that result 
salesmen are covered as employees if the con- is accomplished. 
tract of service contemplates that sub
stantially all of the services are to be per
formed personally by the salesman, except 
that he is not covered as an employee if

(1) he solicits orders for more than 1 
principal (except for side-line sales activities); 
or 

(2) he has a substantial investment in the 
facilities used in performing the services 
(other than in transportation facilities); or 

(3) the services are in the nature of a single 
transaction which is not part of a continuing 
relationship with the person for whom the 
services are performed. 

1. Agent-drivers and corn- Agent-drivers and commission-drivers who have Not covered unless the iservices are performed by 
mission-drivers, been covered under the usual common-law an individual who can qualify as9 an employee 

rules continue to be covered. In addition, under the usual common-law rules for deter-
coverage as employees is provided for agent- mining the employer-employee relationship. 
drivers or commission-drivers engaged in Generally such relationship exists when the 
distributing, for their principals, meat, vege- person for whom the services are performed 
table, fruit, or bakery products, beverages ham the right to control and direct the individual 
(other than milk), or laundry or dry-cleaning who performs the services, not only as to the 
services. Such drivers are covered as em- result to be accomplished by tne work but also 
ployees if the contract of service contem- as to the details and means by which that re-
plates that sui~stantially all of the services suit is accomplished. 
are to be performed personally by the driver, 
except that he is not covered as an employee 
if

(1) he has a substantial investment in the 
facilities used in performing the services 
(other than in transportation facilities); or 

(2) the services are in the nature of a single 
transaction which is not part of a continuing 
relationship with the person for whom the 
services are performed. 

J. I n d u s t r i a 1 h am e Home workers who have been covered under Not covered unless the services are performed by 
workers. the usual common-law rules continue to be an individual who can qualify as an employee 

covered. In addition, coverage as em- under the usual co~mmon-law rules for deter
ployees is provided for those home workers mining the employer-employee relationship. 
who- Generally such relationship exists when the 

(1) are licensed under State law; person for whom the services are performed 
(2) perform work on materials furnished has the right to control and direct the indi

by the employer in accordance with the em.- vidual who performs the services, not only as 
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I. COVERAGE-Continued 

ItmUnder Social Security Act a-mendments of 1950 Under Social Security Act prior to effective date 
Itm(effective Jan. 1, 1951) of 1950 amendments 

J. 	In dust ri al home ployer's specifications and the materials are to the result to be accomplished by the Work 
workers-Continued to be returned to the employer; but also as to the details and means by which 

(3) are paid $50 or more in a calendar that result is accomplished. 
quarter by the employer;, arid 

(4) perform work under a contract of serv
ice that contemplates substantially all of the 
services are to be performed personally by the 
home worker; 

Except 	that a home worker is not covered as an 

employee if
(1) he has a substantial investment in the 

facilities used in performing the services 
(other than in transportation facilities); or 

(2) the services are in the nature of a single 
transaction which is not part of a continuing 
relationship with the person for whom the 
services are performed. 

K. 	 Casual labor---------- Casual labor not in the course of the employer's Casual labor not in the course of the employer's 
trade or business is covered if the worker- trade or business is excluded from coverage. 

(1) earns cash wages of at least $50 for the 
services rendered in a calendar quarter; and 

(2) is employed on 24 days or more in the 
calendar quarter by I employer or was so 
employed on 24 days in the preceding calendar 
quarter. 

L. 	 Employment in Puerto Employment and self-employment in Puerto Not covered (coverage extends only to services 
Rico and the Virgin Rico and the Virgin Islands are covered, in the 48 States, the District of Columbia, 
Islands. Hawaii, and Alaska except as shown in M 

below). 
M. Employment outside Services performed outside the 48 States, the Services performed outside the 48 States, the 

the 	United States. District of Columbia, Hawaii, Alaska, Puerto District of Columbia, Hawaii, and Alaska are 
Rico, and the Virgin Islands by citizens of the not covered except for employment on or 
United States for an American employer are in connection with an American vessel under 
covered as well as employment on or in con- a contract of service entered into within the 
nection with an American vessel or an United States or employment on and in con-
American aircraft under a contract of service nection with an American vessel that touches 
entered into within the United States, or at a port in the United States. 
employment on and in connection with ant 
American vessel or American aircraft that 
touches at a port in the United States. 

N. Employees engaged in Exclusion from coverage of certain services per- Services performed by employees in fishing and 
fishing. formed by employees in fishing and fish cul- fish culture are excluded from coverage except 

ture is continued by the 1950 amendments, that services performed in connection with the 
(See next column.) catching or taking of salmon or halibut for 

commercial purposes and services performed 
on or in connection with a vessel of more than 
10 net tons are covered. 

0. 	 Newsboys------------ Exclusion from coverage of services performed Services performed by certain newsboy-s and 
by newsboys under 15 years of age and news vendors of newspapers and magazines are ex-
vendors is continued by the 1950 amendments eluded from coverage as follows: 
(see next column), but news vendors 18 years (1) services performed by an individual 
of age and older who perform services de- under the age of 18 in the delivery or distri
scribed in par. (2) in the next column are coy- bution of newspapers or shopping news, not 
ered as self-employed individuals, including delivery or distribution to any poin)t 

for subsequent delivery or distribution; or 
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L. COVERAGE-Continued 

Item Under Social 	Security Act amendments of 1950 Under Social Security Act prior to effective date(effective Jan. 1, 1951) 	 of 1950 amendments 

0. Newsboys--Continued 	 (2) services performed by an individual in, 
and at the time of, the sale of newspapers or 
magazines to ultimate consumers, under an 
arrangement under which the newspapers or 
magazines are to be sold by him at a fixed 
price over the amount at which the news
papers or magazines are charged to him, 
whether or not he is guaranteed a minimum 
amount of compensation for such service, or 
is entitled to be credited with the unsold news
papers or magazines turned back. 

P. 	Family employment -- Exclusion from coverage of services performed Services performed by an individual in the em-
under a family employment relationship is ploy of his son, daughter, or spouse or services 
continued by the 1950 amendments. (See performed by a child under the age of 21 in the 
next column.) employ of his father or mother are excluded 

from coverage.
Q. Railroad employees---.~- Exclusion from coverage of employees subject Services performed by employees subject to the 

to the Railroad Retirement Act is continued Railroad Retirement Act are excluded from 
by the 1950 amendments. (See next column.) old-age and survivors insurance coverage.

R. 	 Employees of foreign Exclusion from ,coverage of services performed Services performed in the employment of any 
governments and in- in the employ of foreign governments and in- foreign government including services as a 
ternational organi- ternational organizations is continued by the consular or other officer or employee or a non
zations. 1950 amendments. (See next column.) diplomatic representative are excluded from 

coverage. 
Employees of instrumentalities wholly owned by 

a foreign government are also excluded from 
coverage if

(1) the services are of a character similar 
to those performed in foreign countries by em
ployees of the United States Government or 
instrumentalities thereof, and 

(2) the Secretary of State certifies to the 
Secretary of the Treasury that the foreign gov
ernment, with respect to whose instrumental
ity and employees thereof exemption is claimed, 
grants an equivalent exemption with respect to 
similar service performed in the foreign coun
try by employees of the United States Govern
ment and of instrumentalities thereof. 

Also excluded from coverage are services per
formed in the employ of an international or
ganization entitled to enjoy privileges, exemp
tions, and immunities as an international or
ganization under the International Organiza
tions Immunities Act (59 Stat. 669).

S. 	 Other employment----Services performed by an individual as an Services performed by an individual as an em-
employee (under the usual common law rules ployee (under the usual common law rules for 
for determining the empiloyer-employ~ee rela- determining --the employer-employee relation
tionship) are covered unress shown as excluded ship) a-re covered ,unless shown as excluded 
opposite the various occupational groups opposite the various occupational groups above. 
above. Also, services performed by an indi- Also, services performed by an individual as 
vidual as an officer of a corporation are coy- an officer of a corporation are covered. 
ered. 
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11. TAXES ON WAGES 	AND SELF-EMPLOYMENT INCOME 

UtmLnder Social Security Act amendments of 1950 Under Social Security Act prior to effective date
Itm(effective Jan. 1, 1951) 	 of 1950 amendments 

A. Maximum amount tax- Wages and self-employment income up to $3,600 Wages up to $3,000 per year are taxable. If an 
able. 	 per year are taxable. If an individual works individual works in covered employment for 

in covered employment for more than 1 em-~ more than 1 employer during the course of a 
ployer during the course of a year and taxes year and taxes are paid on more than $3,000, 
are paid on more than $3,600, the employee is the employee is entitled to a refund of his share 
entitled to a refund of his share of the tax paid of the tax paid on the wages he received in 
on the wages he received in excess of $3,600. excess of $3,000. The claim for such refund 
The claim for such refund must be made must be made within 2 years after the calendar 
within 2 years after the calendar year in which year on which the wages were received. 
the wages were received. 

B. Employer and em- Taxable wages are subject to the following tax Tax rates through 1950 are 1% percent on the em
ployee 	tax rates. rates: For 1951 through 1953, 1%percent on ployer and l1, percent on the employee, appli

employer and 1V2 percent on employee, in- cable not only to wages paid to workers under 
creased to 2 percent in 1954, to 2Y2 percent in age 65 but also to wages paid to workers age 65 
1960, to 3 percent in 1965, and to 3% percent or older. 
in 1970. These rates apply not only to wages 
paid to workers under age 65 but also to wages 
paid to workers 65 years of age or older. 

C. Self-employment tax Self-employment income is taxed at rates 1>2 Self-employment not covered. 
rates, 	 times the employee rates, or as follows: For


1951 through 1953, 2¼4 percent, increased to 3

percent in 1954, to 3% percent in 1960, to 4ij

percent in 1965, and 4%B percent in 1970.

These rates apply not only to self-employed

individuals under age 65 but also to those 65

years of age or older.


Ill. BENEFIT PAYMVENTS TO RETIRED WORKERS AND THEIR DEPENDENTS 

Item Eligibility requirements 	 Amounts payable 

A. 	 Worker-------------- Old-age insurance benefit is payable at age 65, Primaryinsurance amount-for retired workers on 
upon filing application, if worker is fully' benefit rolls prior to Sept. 1, 1950 
insured and does not earn in excess of $50 per 
month in covered employment. Upon attain- For such individual the primary insurance amount 
ment of age 75 benefit is payable regardless of under the new law is determined by means of a 
amount of earnings in covered employment, conversion table. Examples of the increase in 

benefits resulting under the conversion table 
Fully insured defined-for individual who is are shown below: 

living on or after Sept. 1, 1950 If primary insur- The primary insurance 
Iance benefit un- amount under new 

Such individual is fully insured if he or she has der old law was- law is-
I quarter of coverage for each 2 calendar $10-------------------------- $20. 00 
quarters elapsing after 1950 (or after attain- $15 -------------------------- 30. 00 
ment of age 21, if later) and before death or $20 -------------------------- 37. 00 
attainment of age 65, but in no case is less $25 -------------------------- 46. 50 
than 6 or more than 40 quarters required. $30 -------------------------- 54. 00 
Quarters of coverage earned any time after 1936 $35 -------------------------- 59. 20 
count toward meeting the requirement, including $40 -------------------------- 64. 00 
those earned after worker attains age 65. (A $45 or over-------------------- 68. 50 
quarter of coverage is acquired if individual 
has at least $50 taxable wages or $100 taxable 
self-employment income for a calendar quar
ter.) 



IM. BENEFIT PAYMENTS TO RETIRED WORKERS AND 

Item 	 Eligibility requirements 

A. 	Worker-ContinuedE--- Fully insured defined-for individual who is 
living on or after Sept. 1, 1950-Continued 

The number of quarters of coverage required at 
various ages for fully insured status to be 
eligible for old-age insurance benefits at age 65 
-or later is shown below: 

Age in first half of Number of quarters 


1951: required: 
62 or over----------------------- 6 
61----------------------------- 8 
60 ---------------------------- 10 
5~5---------------------------- 20 
50 ---------------------------- 30 
45 or under--------------------- 40 

Fully insured defined-for individual who died 
prior to Sept. 1, 1950 

Such individual was fully insured if he or she 
had 1 quarter of coverage for each 2 calendar 
quarters elapsing after 1936 (or after attain
ment of age 21, if later) and before death or 
attainment of age 65, but in no case is less 
than 6 or more than 40 quarters required. 

THEIR DEPENDENTS-Coniinued 

Amounts payable 

Primary insurance amount-for individual who 
retires or dies after Aug. 31, 1950, without 6 
quartersof coverage acquired after 1950 

For such individual the primary insurance amount 
is based on his "average monthly wage" after 
1936 (computed over the entire period since 
1936 or attainment of age 22, if later) under 
the following formula: 40 percent of the first 
$50 of the average monthly wage, plus 10 per
cent of the rem ainder, plus 1 percent of the 
sum thus obtained for each year of coverage 
acquired prior to 1951. The amount obtained 
under this formula is the primary benefit under 
the old law which is increased by means of the 
conversion table referred to above. The mmD
imum primary insurance amount is $20. 

Primary insurance amount-for individual who 
retires or dies with 6 quartersof coverage acquired 
after 1950 

For such individual the primary insurance amount 
may be computed either on

(1) the average monthly wage after 1950 
(computed over the entire period since 1936 
or attainment of age 22, if later) under the 
following formula: 50 percent of the first $100 
of the average monthly wage, plus 15 percent 
of the next $200; or 

(2) the "average monthly wage" after 1936 
under the formula and the conversion table as 
shown above in the case of the individual who 
does not have 6 quarters of coverage after 1950, 
whichever results in the higher primary insur
ance amount. (The latter method may not be 
used, however, if the individual attained age 22 
after 1950.) 

When 	 the "average monthly wage" after 1950 
(as in (1) above) is less than $50 the primary 
insurance amount based thereon is as follows: 

If average monthly Primary insurance 
wage is- amount is

$30 or less---------------------- $20 
$31---------- ------------------ 21 
$32---------------- ----------- 22 
$33---------------------------- 23 
$34---------------------------- 24 
$35 to $49 ---------------------- 25 
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M. BENEFIT PAYMENTS TO RETIRED WORKERS AND THEIR DEPENDENTS-Continued 

Item Eligibility requirements 	 Amounts payable 

B. Wife ---------------- When a worker receives old-age benefits, wife's Wife's monthly insurance benefit amount is one-
insurance benefits are payable upon filing half her husband's primary insurance amount.

application if the wife of the retired worker (For primary insurance amount, see Amounts

has been married to him for not less than 3 Payable, pp. 10-11.)

years, or she is the mother of his son or daugh

ter, and 

(1) has reached age 65 or, if under 65, has 
in her care (individually or jointly with her 
husband) at the time of filing the application, 
a child entitled to a child's insurance benefit 
on the basis of the wages and self-employment 
income of her husband; 

(2) is not entitled to an old-age benefit 
based on her own earnings equal to or greater 
than the amount she would be entitled to as 
the wife of the worker; 

(3) neither she nor her husband earn in 
excess of $50 per month in covered employ
ment (upon attainment of age 75 this limita
tion on earnings is not applicable); and 

(4) has been living with the husband at the 
time the application is filed. (Wife is deemed 
to be living with her husband if they are both 
members of the same household, or she is 
receiving regular contributions from him 
for her support, or he has been ordered by a 
court to contribute to her support.) 

C. 	 Dependent husband --- When a woman worker receives old-age benefits Husband's monthly insurance benefit amount is 
and in addition is currently ins ured (defined 34 his wife's primary insurance amount. (For 
in A, p. 14) husband's insurance benefits are primary insurance amount, see Amounts Pay-
payable upon filing application if the husband able, pp. 10-11.) 
of the retired woman worker is the father of 
her son or daughter, or has been married to 
her for not less than 3 years. and 

(1) has reached age 65; 
(2) has been receiving at least Y%of his sup

port from his wife at the time she became en
titled to old-age benefits and filed proof of 
such support within 2 years after she became 
so entitled; 

(3) is not entitled to an old-age benefit 
based on his own earnings equal to or greater 
than the amount he would be entitled to as 
the dependent husband of the worker; 

(4) neither he nor his wife earn in excess of 
$50 per month in covered employment (upon 
attainment of age 75 this limitation On earn
ings is Pot applicable); and 

(5) has been living with the wife at the time 
the application is filed. (Husband is deemed 
to be living With his wife if they are both mem
bers of the same household, or he is receiving 
regular contributions from her for his support, 
or she has been ordered by a court to con
tribute to his support.) 



I11. BENEFIT PAYMENTS TO RETIRED WORKERS AND THEIR DEPENDENTS--Contlnued 

Item Eligibility requirements 	 Amounts payable 

D. 	Child---------------- When a worker receives old-age benefits, child A child's monthly insurance benefit amount is % 
insurance benefits are payable to the child of the retired worker's primary insurance amount. 
the retired worker (including stepchild or (For primary insurance amount, see Amounts 
adopted child as defined below) upon filing Payable, pp. 10-11.) 
application if

(1) the child is unmarried and under age 18; 
(2) the child is dependent (as defined 

below) on the retired worker; and 
(3) neither the retired worker nor the child 

earn in excess of $50 per month in covered 
employment (as to the earnings of the worker 
this limitation is not applicable after attain
ment of age 75). 

Stepchild or adopted child-of retired worker 

The term "child" includes a stepchild or adopted 
child who has been such for at least 3 years 
immediately preceding the day on which the 
application for child benefits is filed (if a 
stepchild of the worker is later adopted by 
the worker, the child is considered to be an 
adopted child during the period the stepchild 
relationship existed). 

Definition of dependency--on father, adopting 
father, stepfather, mother, adopting mother, and 
stepmother 

A 	child is considered dependent upon the father 
if the father is living with or contributing to 
the support of the child. However, even if 
the father is not living with the child or con
tributing to his support, the child, if legiti
mate, is considered dependent upon the father 
unless the child

(1) has been adopted by some other indi
vidual, or 

(2) is living with and receiving more than 
Y~of his support from his stepfather. 

An adopted child is considered dependent upon 
his adoptingfather under the same conditions 
as those which apply to a father and his 
natural child. 

A 	 child is considered dependent upon his step
father at the time of filing application for child 
benefits if the child was

(1) living with his stepfather; or 
(2) receiving at least %4his support from his 

stepfather. 
A child is considered dependent upon his natural 

mother or adopting mother at the time of filing 
application for child benefits if such mother 
was currently insured (defined in A, P. 14) 
when she became entitled to old-age benefits, 



14 

InI. BENEFIT PAYMENT TO RETIRED WORKERS AND THEIR DEPENDENTS--Continued 

Item Eligibility requirements 	 Amounts payable 

D. Child-Continued-__Definition of dependency-on father, adopting 
father, stepfather, mother, adopting mother, and 
stepmnother-Continued 

regardless of presence of or support furnished 
the child by the father. 

Also a child is considered dependent upon his 
natural,adopting, or stepmother at the time of 
filing application for child benefits if

(1) she was living with the child or con
tributing to the support of the child and 
provided the child was

(a) neither living with, nor receiving 
contributions from, his father or adopting 
father, or 

(b) receiving at least %4of his support from 
her. 

E. Maximum family------------------------------------------- The totalamount of monthly benefitsbased upon 
benefits. 	 1 worker's wages and self-employment income 

may not exceed the smaller of either
(1) 80 percent of the worker's monthly 

wage; or 
(2) $150. 

This provision is not applicable, however, to 
reduce total family benefits to less than $40 
per month. 

IV. BENEFIT PAYMENTS TO SURVIVORS OF DECEASED-AWORKERS 

Item Eligibility requirements 	 Amounts payable 

A. 	 General requirements -- Monthly benefits are payable to certain survi- The amounts payable as monthly benefits to sur
vors of a deceased worker who at the time of vivors of a deceased worker is a percentage of 
his or her death met the insured status re- the deceased worker's primary insurance 
quirements (shown below in the discussion of amount. (The various percentages are shown 
,the respective benefit categories), provided opposite the respective benefit categories.) 
the survivor does not earn more than $50 per 
month lrbn covered employment and meets the 
other requirements specified below. Upon 
attainment of age 75 the monthly'benefit is 
payable regardless of the amount of earnings 
in covered employment. For some survivor 
benefits the worker must have died either 
fully or currently insured, for other survivor 
benefits he or she must have been fully in
sured, and for still others both a fully and a 
currently insured status is required. 

Currently insured defined 

An individual is currently insured if he or she 
has 6 quarters of coverage out of the 18 calen
dar quarter period ending with the quarter of 
death or the quarter in which the worker be
came entitled to old-age insurance benefits. 
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IV. BENEFIT PAYMENTS TO SURVIVORS OF DECEASED WORKERS-Continued 

Item Eligibility requirements 	 Amounts payable 

A. General requirement&- Fully insured defined 
Continued 

(See A, pp. 10-11.) 
B. 	 Widow aged 65-------- Widow's insurance benefits are payable at age Widow's monthly insurance benefit amount is 

65 if the deceased worker died after 1939 and 5i her deceased husband's primary insurance 
was fully insured at the time of his death and amount. (For primary insurance amount, see 
the widow (as defined below)- Amounts Payable, pp. 10-11.) 

(1) has not remarried; 
(2) is not entitled to an old-age benefit based 

on her own earnings equal to or greater than 
the amount she would be entitled to as the 
widow of the deceased worker; and 

(3) was living with the husband at the time 
of his death. (Widow is deemed to have been 
living with her husband at the time of his 
death if they were both members of the same 
household on the date of his death, or she was 
receiving regular contributions from him 
toward her support on such date, or he had 
been ordered by a court to contribute to her 
support.) 

Widow defined 

The term "widow" means the surviving wife of a 
deceased worker, but only if she meets one of 
the following conditions: 

(1) was married to him for not less than 1 
year immediately prior to the day on which 
he died; or 

(2) is the mother of his son or daughter; or 
(3) legally adopted his son or daughter 

while married to him and while such son or 
daughter was under age 18; or 

(4) was married to him at the time both of 
them legally adopted a child under the age of 
18. 

C. 	 Widow with children .. Mother's insurance benefitt are payable, upon Monthly mother's insurance benefit amount pay-
filing application, to the widow (see "Widow," able to a widow with children is Y4her deceased 
defined above) of a deceased worker who died husband's primary insurance amount. (For 
after 1939 if he was currently or fully insured primary insurance amount, see Amounts Pay-
at time of death and the widow- able, pp. 10-11.) 

(1) has in her care a child of the deceased 
worker entitled to child insurance benefits; 

(2) has not remarried; 
(3) is not entitled to a widow's insurance 

benefit (as in B above); 
(4) is not entitled to an old-age benefit 

based on her own earnings equal to or greater 
than the amount she would be entitled to as 
the widow with children of the deceased 
worker; and 

(5) was living with the husband at the 
time of his death. (Widow is deemed to 
have been living with her husband at the time 
of his death if they were both members of the 
same household on the date of his death, or 
she was receiving regular contributions from 
him toward her support on such date, or he 
had been ordered by a court to contribute 
to her support.) 



IV. BENEFIT PAYMENTS TO SURVIVORS OF DECEASED WORKERS-Continued 

Item. 	 Eligibility requirements 

D. 	 Former wife divorced - Mother's insurance benefits are payable, upon 
filing application, to the former wife divorced 
(as defined below) of a deceased worker who 
died after 1939 if he was currently or fully 
insured at time of death and the former wife 
divorced

(1) has in her care a child of the deceased 
worker who is her son, daughter, or legally 
adopted child entitled to child insurance 
benefits payable on the basis of the deceased 
worker's wages or self-employment income; 

(2) was receiving from the deceased worker 
(pursuant to agreement or court order) at 
least % of her support at the time of his 
death; 

(3) has not remarried; 
(4) is not entitled to a widow's insurance 

benefit (as in B above); and 
(5) is not entitled to an old-age benefit 

based on her own earnings equal to or greater 
than the amount she would be entitled to as 
the former wife divorced of the deceased 
worker. 

Former wife divorced defined 

The term "former wife divorced" means a wo
man divorced from a deceased worker, but 
only if she meets 1 of the following conditions: 

(1) is the mother of his son or daughter; 
(2) legally adopted his son or daughter 

while married to him and while such son or 
daughter was under age 18; or 

(3) was married to him at the time both of 
them legally adopted a child under the age of 
18. 

E. 	Child---------------- Child insurance benefits are payable, upon filing 
application, to the child (including step-
child or adopted child as defined below) of a 
deceased worker who died after 1939 if he or 
she was currently or fully insured and the 
child-

(1) is unmarried and under age 18; and 
(2) was dependent (as defined below) upon 

the worker at the time of his or her death. 

Stepchild or adopted child defined-of the deceased 
worker 

The term "child" includes a stepchild of a 
deceased work er who has been such a~step
child for at least 1 year immediately preceding 
the day on which the worker died; the term 
"child" also includes an adopted"child'~of a 
de ceased worker without regard to the length 
of, time the child has been adopted. 

Amounts payable 

Monthly mother's insurance benefit amount 
payable to a former wife divorced is %4the 
deceased former husband's primary insurance 
amount. (For primary insurance amount, 
see Amounts Payable. pp. 10-11.) 

If only 1 child is entitled to benefits on the basis 
of the deceased worker's wages or self-employ
meat income, the child's monthly insurance 
benefit amount is Y4 the deceased worker's 
primary insurance amount. If more than 1 
child is entitled to benefits on the deceased 
worker's wages or self-employment income, 
each child's benefit is calculated as follows: 
% the deceased worker's primary insurance 
amount, plus Y4of the primary insurance 
amount divided by the number of entitled 
children. (For primary insurance amount, see 
Amount Payable, pp. 10-11.) 
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IV. BENEFIT PAYMENTS TO SURVIVORS OF DECEASED WORKERS--Continued 

Item Eligibility requirements 	 Amounts payable 

E. 	 Child-Continued----Definition of dependency-on father, adopting 
fatther, stepfather, mother, adopting mother, and 
stepmother 

A child is considered dependent upon the father 
if the father at the time of his death was living 
with or contributing to the support of the 
child. However, even if the father at the 
time of his death was not living with the child 
or contributing to his support, the child, if 
legitimate, is considered dependent upon the 
father unless the child

(1) had been adopted by some other indi
vidual; or 

(2) was living with and receiving more than 
% of his support from his stepfather. 

An adopted child is considered dependent upon 
his adoptingfather under the same conditions 
as those which apply to a father and his 
natural child. 

A child is considered dependent upon his step
father at the time of the stepfather's death 
if,the child was

(1) living with his stepfather; or 
(2) receiving at least % of his support from 

his stepfather. 
A child is considered dependent upon his natural 

r,1other or adopting mother at 'the time of her 
death if such mother was currently insured 
when she died regardless of presence of or sup
port furnished the child by the father. 

Also a child is considered dependent upon his 
natural,adopting, or stepmother at the time of 
death of such mother if

(1) she was living with or contributing to 
the support of the child and provided the 
child

(a) was neither living with nor receiving 
contributions from his father or adopting 
father; or 

(b) was receiving at least %4of his support 
from her. 

F. 	Dependent widower---- Widower's insurance benefits are payable to the Widower's monthly insurance benefit amount is 
widower of a deceased woman worker who Y4 his deceased wife's primary insurance 
died after August 1950 and was currently and amount. (For primary insurance amount, see 
fully insured at the time of death and the Amounts Payable pp. 10-1 1.) 
widower (as defined below)

(1) has reached age 65; 
(2) has not remarried; 
(3) is not entitled to an old-age benefit 

based on his own earnings equal to or greater 
than the amount he would be entitled to as 
the dependent widower of the deceased wife; 

(4) was living with the wife at the time of 
her death (widower is deemed to have been 
living with his wife at the time of her death if 
they were both members of the same house
hold on the date of her death, or he was re



18 

IV. BENEFIT PAYMENTS TO SURVIVORS OF DECEASED WORKERS-Continued 

Item Eligibility requirements 	 Amounts payable 

F. Dependent widower- ceivin2 regular contributions from her toward 
Continued 	 his support on such date, or she had been


ordered by a court to contribute to his sup

port); and


(6) either
(a) was receiving at least % of his support 

from the wife at the time of her death and 
filed proof of such support within 2 years of 
the date of death; or 

(b) was receiving at least % of his support 
from the wife and she was currently insured 
at the time she became entitled to old-age 
benefits and filed proof of such support with
in 2 years after the month in which she 
became so entitled. 

Widower defined 

The term "widower" means the surviving hus
band of a deceased woman worker, but only 
if he meets one of the following conditions: 

(1) was married to her for not less than 1 
year immediately prior to the date on which 
she died; or 

(2) is the father of her son or daughter; or 
(3) legally adopted her son or daughter 

while married to her and while such son or 
daughter was under age 18; or 

(4) was married to her at the time both of 
them legally adopted a child under the age of 
18. 

G. Dependent parent----Parent's insurance benefits are payable, upon Each parent's monthly insurance benefit amount 
filing application, to the parent or parents (as is %&the deceased son's or daughter's primary 
defined below) of a deceased worker who died insurance amount. (For primary insurance 
after 1939, and was fully insured at the time amount, see Amounts Payable, pp. 10.-il.) 
of death if the worker did not leave a widow, 
widower, or child who could ever qualify for 
monthly insurance benefits on the worker's 
wages and self-employment income and the 
parent

(1) has reached age 65; 
(2) has not remarried after the death of the 

worker; 
(3) was receiving at least %.of his or her 

support from the worker at the time of the 
worker's death and filed proof of such sup
port within 2 years of the date of death; and 

(4) is not entitled to an old-age benefit 
based on his or her own earnings equal to or 
greater than the amount he or she would he 
entitled to as the dependent parent of the 
deceased worker. 



TV. ]BENEFIT PAYMENTS TO SURVIVORS OF DECEASED WORKERS-Continued 

Item Eligibility requirements 

G. Dependent parent- Parent defined 
Continued 

The term "parent" means
(1) the mother or father of a deceased 

worker; 
(2) a stepparent of the deceased worker by 

a mrnriage contracted before the worker at
tained the age of 16; or 

(3) an adopting parent who adopted the 
deceased worker before he or she reached age 
16. 

H. Maximum family-------------------------------------------
benefits, 

I. Lump-sum death pay- Deathi after August 1950 
ments. 

Upon the death after August 1950 of a worker 
who died currently or fully insured a lump-sum 
death payment is payable to the person whom 
the Federal Security Administrator determines 
to be the widow or widower of the deceased 
and to have been living with the deceased at 
the time of death. If there is no such person, 
an amount is payable to any person or persons 
to the extent and in the proportion that he or 
they have paid the burial expenses for the de
ceased insured individual. No payment is 
made, however, unless application is filed 
within 2 years after the date of death. 

Deaths prior to September 1950 

In ease of death prior to September 1950 of a 
worker who died currently or fully insured a 
lump-sum death payment is payable to the 
widow or widower or to the person or persons 
who have paid the burial expenses (as in the 
case of death after August 1950),. but is pay-
able only when no survivor of the deceased 
could immediately become entitled to monthly 
benefits. No payment is made, however, un
less application is filed within 2 years-after the 
date of death, except that if the worker died 
outside the 48 States and the District of Co
lumbia after Dec. 6, 1941, and prior to Aug. 
10, 1946, the application may be filed any time 
prior to September 1952. 

Amounts payable 

The total amount of monthly benefits based 
upon 1 worker's wages and self-employment 
income may not exceed the smaller of either

(1) 80 percent of the worker's monthly 
wage; or 

(2) $150. 
This provision is not applicable, however, to re
duce the total family benefits to less than $40 per 
month. 

De~aths after August 1950 

If the insured worker dies after August 1950 the 
lump-sum payment equals 3 times the deceased 
worker's primary insurance amount. (For pri
mary insurance amount, see Amounts Payable, 
pp. 10-11.) 

Deaths prior to September 1G50 

If the insured worker died prior to September 
1950 the lump-sum payment equals 6 times the 
deceased worker's primary insurance benefit as 
computed under the provisions of law prior to 
the enactment of the Social Security Act 
amendments of 1950. 
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IV. BENEFIT PAYMENTS TO SURVIVORS OF DECEASED WORKERS-Continued 

Item Eligibility requirements 	 Amounts payable 

J. 	Special provisions for There is provision for joint crediting of the earn-
beneficiaries under ings of a worker under the Railroad Retire
tbe Railroad Retire- ment Act and under the Social Security Act 
ment Act. for benefit payments to his survivors. How

ever, if any person would be entitled, upon 
filing application therefor, to an annuity or to 
a lump-sum payment on the death of an em
ployee under the provisions of the Railroad 
Retirement Act, no monthly benefit or lump-
sum death payment may be paid under the 
old-age and survivors insurance system on the 
basis of the wages and self-employment in
come of such employee. 

V. SPECIAL BENEFITS FOR WORLD WAR II VETERANS 

Under the Social Security Act amendments of 1950 wage granting of old-age and survivors insurance wage credits to 
credits of $160 are granted to veterans for each month of service veterans). 
in World War II. Also the benefits provided previously for Special survivor benefits 
survivors of-certain deceased veterans of World War II are con
tinued. These special provisions relating to veterans are dis- A World War II veteran (as defined below) who dies within 
cussed below. 3 years of discharge is deemed to have died a fully insured indi-

Wage credits for veterans 	 vidual with an average monthly wage of not less than $160. 
Thus the deceased veteran's widow, widower, children, or 

Veterans (as defined below), including those who died in parents may be entitled to benefits even though the veteran 
service, are granted wage credits of $160 for each month of never worked in a job covered by the old-age and survivors in
active military or naval service in World War II. These wage surance system. This special provision is not applicable, how-
credits are used for determining whether the veteran has the ever, if-
required insured status for him, his dependents, or his sur- (1) the veteran died in service; 
vivors to be entitled to benefit payments. Moreover, the (2) any' pension or compensation is determined by the Vet-
credits are used in computing the amount of the benefit pay- erans' Administration to be payable by it because of the 
ments as if the veteran's military or. naval service had been death of the veteran; or 
covered employment for which he received wages of $160 per (3) the veteran has been discharged or released from active 
month. Wage credits are not granted, however, for- military or naval service after July 26, 1951. 

(1) a lump-sum death payment if the veteran died prior

to September 1, 1950; World War II veteran defined


(2) any individual who died in service if his death was 
inflicted (other than by an enemy of the United States) as Any individual who served in the active military or naval 
lawful punishment for a military or naval offense; or service between September 16, 1940, and July 24, 1947, mincl

(3) a veteran whose period of service in World War 11 is sive; if discharged or released, he was discharged or released 
credited under civil service, military, railroad or any other under conditions other than dishonorable and served for at 
Federal retirement system (but pensions or compensation least 90 days (or regardless of length of service if discharged 
paid by the Veterans' Administration does not preclude the because of a service-connected disability). 

0 
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FEBRUARY 21, 1949

Mr. DOUGHTON introduced the following bill; which was referred to the Corn


mnittee on Ways and Means


A BILL

To amend the Social Security Act to enable States to establish 

more adequate public-welfare programs, and for other 

purposes. 

1 Be it enacted by the Senate and House of Representa

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

3 That this Act may be cited as the "Public Welfare Act of 

4 1949" 

5 COMPREHIENSIIVE PUBLIC WELFARE PROGRAMS 

6 SEC. 2. Effective July 1, 1949, the Social Security Act 

'7 is amended by adding at the end thereof the following new 

S title: 
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1 "TITLE XIV--COMPREllENSIv~g PUBLIC-WELFARE 

2 PROGRAMS 

3 "CPURPOSE 

4 "SiFC. 1401. (a) The Congress finds and declares that 

5 public welfare programs are an essential part of the social 

6 security system in promoting the security and welfare of the 

7 people of the United States. 

89 "(b) The purpose of this title is to enable each State, 

9as far as practicable under the conditions in such State, to 

10 develop a comprehensive public-welfare program of assist

11ance and welfare services for families, adults, and children;. 

12 to make assistance available to all needy individuals in the 

13 State whose resources are not sufficient to enable them to 

14 maintain a minimum standard of economic security, with 

15 due recognition given to the special needs of the aged, the 

16 blind, children, handicapped individuals, and other groups 

17 with special needs; and to make welfare services available 

18 in order to promote personal well-being and a maximum 

19 degree of self-help. 

20 "CAPPROPRIATIONS 

21 "SEC. 1402. (a) There are hereby authorized to be 

22 appropriated for the fiscal year ending June 30, 1950, and 

23 for each fiscal year thereafter, sums sufficient (1) for making 

24 payments to each State for carrying out its State plan 

25 approved by the Federal Security Administrator (hereinafter 
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1 referred to as the Administrator) under this title (other than 

2 for welfare services) ; and (2) to enable the Administrator 

3 to train personnel for public-welfare work and to conduct 

4 demonstration projects in connection with public-welfare 

5 programs in cooperation with State agencies administering 

6 plans approved under this title. 

7 "(b) There are hereby authorized to be appropriated 

8 (1) for the fiscal year- ending June 30, 1950, the sum of 

9 $12,000,000, and for each fiscal year thereafter such sums 

10 as are necessary, to enable each State which has a plan 

11 approved under this title to provide family and adult welfare 

12 services under such plan, and (2) for the fiscal year ending 

13 June 30, 1950, the sum of $12,000,000, and for each fiscal 

14 year thereafter such sums as are necessary, to enable each 

15 State which has a plan approved under this title to provide 

16 child-welfare services under such plan. 

17 "DEFINITION OF ASSISTANCE 

18 "SEC. 1403. As used in this title, the term' 'assistance' 

19 means cash assistance and, where the State plan so provides, 

20 medical assistance. 

21 "9DEFINITION OF CASH ASSISTANCE 

22 "SEC. 1404. As used in this title, the term 'cash as

23 sistance' means money payments to needy individuals who 

24have attained the age of eighteen years and are not living in a 

25 public institution except as patients in a medical institution, 
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1 and money payments, with respect to needy individuals 

2 under the age, of eighteen years, made to parents or to rela

3 tives or other individuals who assume responsibility, for 

4 parental care and support of them, if such parents, relatives, 

5 or other individuals maintain a family home for such needy 

6 individuals: Provided, That such needy individuals (whether 

7 or not -theyhave attained the age of eighteen years) are not 

8 patients in. an institution for tuberculosis or mental diseases, 

9 or in any medical institution following diagnosis of tuber

10 culosis or psychosis. 

11 "CDEFINITION OF MEDICAL ASSISTANCE 

12 "SEC. 1405. As used in this title, the term 'medical 

13 assistance' means medical services for needy 'individuals, pro

14 vided by the State agency through payments (including 

15 payments of insurance premiums therefor) to persons, agen

16 cies, or institutions furnishing or procuring such services, 

17 but does not include medical services for individuals -living 

18 in a publ ic institution except as patients in a medical institu

19 tion, or for individuals who are patients in an institution. 

20 for tuberculosis or mental diseases, or for individuals who are 

21patients in a medical institution following a diagnosis of 

22 -tuberculosis. or pyschosis. 

23 "DEFINITION OF WELFARE SERVICES 

24 "Stc. -1406. As used in this title, the term 'welfare 

services' means family- and adult-welfare services or child
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1 welfare services (or both) , including (a) with respect to 

2 family- and adult-welfare services, social services designed 

3 to help families and individuals to become self-supporting, 

4 to keep families together in their own homes, and to reduce 

the need for institutional care; and (b) with respect to 

6 child-welfare services, services for promoting the well-being 

7 of children including social services designed to assure the 

S welfare of children, whether in their own homes or else

9 where, and to help them overcome problems resulting from 

parental neglect or other circumstances likely to result in 

11 dependency, neglect, or juvenile delinquency, and foster 

12 care necessary to provide for children without parental care 

13 and supervision and for children requiring temporary care 

14 outside their own homes, such foster care to be given in 

foster-family homes., temporary homes, or other facilities 

16 needed to supplement home care; and payment of the cost 

17 of returning runaway or other nonresident children to their 

18 own communities, if such return is in the interest of the 

19 child and the cost cannot otberwis'e be met. 

"cSTATE PUBLIC WELFARE PLANS 

21 "SEC. 1407. (a) To be approved under this title, a 

22 State plan (which may provide either for assistance or for 

23 welfare services, or for both assistance and welfare serv

24 ices) must

"(1) provide (A) for the establishment or desig
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1 nation of a single State agency to administer or to 

2 supervise the administration of the plan, and (B) pro

3 vide that there shall not be more than one agency of a 

4 local subdivision of thie State to administer the plan 

5 within'such subdivision; 

6 "(2) provide (A) with respect to assistance, that 

'7 the plan shall be in effect in all political subdivisions of 

8 the State and, if administered by. them, be mandatory. 

9 on them; and (B) with respect to welfare services, for 

10 the progressive' development of a State-wide program as 

1.1 rapidly as trained personnel can be secured to administer 

12 it; 

13 "(3) provide for financial participation by the 

14 State in all parts of the State plan, and for such dis

15 tribution of Federal and other funds for assistance and 

1.6 administration of the plan as to assure equitable treat

17 ment of needy individuals in simila~r circumstances, 

18 wherever they may live in the State; 

19 "(4) provide for the establishment and application 

20 throughout the State of standards necessary to the opera

tion. of the plan, including standards directed toward 

enabling each needy individual to secure, through assist

ance and his other income and resources, the essentials 

of living and including standards which provide that 

the State agency shall, in determining need, take into 
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consideration any income and resources of an individual 

claiming assistance; 

"(5) if assistance is administered by categories, 

provide for a reasonable basis for establishing such cate

gories, such as age or blindness; 

"_(6) provide that all individuals wishing to make 

application for -assistance shall have opportunity to do 

so, and that assistance shall be furnished promptly to 

all eligible individuals; 

"(7) provide for granting -an opportunity for a 

fair hearing before the State agency to any individual 

whose claim for assistance or welfare services included 

in the State plan is denied or is not acted upon within 

a reasonable time; 

"(8) provide that determinations of eligibility for 

and amounts of assistance or welfare services under the 

plan shall be made on bases which, within the area 

served, will assure to every individual the equal pro

tection of the laws;

"(9) provide such methods of administration as 

are found by the Administrator to be -necessary for the 

proper and efficient operation of the plan, including 

(A) methods relating to the establishment and mainte

nance of personnel standards on a merit basis, except 

that the Administrator shall exercise no authority with



1 respect to the selection, tenure of office, and compensa

2 tion of any individual employed in accordance with such 

3 methods; and (B) a training program for the personnel 

-4 necessary to the administration of the plan; 

5 "(10) provide safeguards which restrict the use 

6 or disclosure of information concerning applicants and 

7 recipient's to purposes directly connected with the 

8 assistance or services which the individual is applying 

9 for or receiving under the plan; 

10 "(11) provide, after July 1, 1953, if the plan 

11 includes assistance to individuals in private or public 

12 institutions, for the establishment or designation of a 

13 State authority or authorities which shall be responsible 

14 for establishing and maintaining standards for such Min

15 stitutions; and 

16 (12) provide that the State agency .shall make 

17 such reports, in such form and containing such infor

18 mation, as the Administrator may from time to time 

19 require, and comply with such provisions as the Admia

20 istratoT may from time to time find necessary to assuire 

21 the correctness and verification of such reports. 

22 "(b) The Administrator shall approve any plan 'which 

23 fulfills the conditions specified in subsection (a), except


24 that there shall not be at any one time more than one


25 approved plan under this title for any one State, and except
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1 that the' Administrator shall not approve any. plan which 

2 -imposes as a condition of eligibility for assistance or welfare 

3 services (1) any citizenship requirement, (2) any resi

4 dence requirement which excludes any individual who re

5 sides in the State, (3) any requirement that individuals 

6 must accept any other assistance or welfare services under 

7 the plan, or (4) any requirement that an applicant or 

8 recipient must, during his lifetime, transfer, to the State title 

9 or control to Any property which -such-individual may own: 

10 Provided, That the- State may create a lien or other en

11 cumbrance, enforceable only after the death of the recipient 

12 or his surviving spouse, whichever occurs later, on such 

13 property for the purpose of recovering for assistance paid 

14 or provided. 

15 "cPAYMENTS TO STATES (OTHER THAN FOR WELFARE 

16 SERVICES) 

17 "SEC. 1408. From the sums appropriated pursuant to 

18 section 1402 (a) which the Administrator determines to be 

19 available for payments to States, the Secretary of the Treas

20ury shall pay to each State which has a plan approved under 

21 this title, for each period. after June 30, 1949, an amount, 

22which shall be used exclusively for carrying out the State 

23plan, equal- to the Federal percentage for-- such State (as 

24 determined in accordance with section 1411) of the total 

H. . 2892-2 
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amounts expended during such period under the State plan 

(other than amounts expended for welfare services), not 

counting-

"(1) so much of such expenditure as is Micluded 

in any other plan (or part of a plan) with respect to 

which Federal funds are paid to the State; 

"(2) so much of such expenditure as cash assistance 

with respect to any individual for any month as exceeds 

$50, or if there is more than one such individual in the 

same family home, $50 with respect to one such indi

vidual, $50 with respect to the second such individual, 

and $20 with respect to each additional such individual; 

and 

"(3) so much of such expenditure as medical assist

ance in any period as exceeds the number of months 

in such period multiplied by the suim of (A) $6 multi

plied by the monthly average (for such period) of 

individuals eighteen years of age or over receiving cash 

or medical assistance under the State's plan, and (B) 

$3 multiplied by the monthly average (for such period) 

of individuals under eighteen years of age receiving 

cash or medical assistance under the State's plan. 



I ALLOTMENTS AND PAYMENTS TO STATES FOR WELFARE


2 SERVICES 

3 "SEC. 1409. (a) The Administrator shall for each fiscal 

4 year allot among the several States the sums appropriated 

5 pursuant to clause (1) of section 1402 (b) and the sums 

6 appropriated pursuant to clause (2) of such section, for 

7 such year, such allotments to be made on the basis of (1) 

8 the population of each State according to the most recent 

9 census estimates, (2) the financial resources of each State, 

10 and (3) when the Administrator finds it necessary in order 

11 to effectuate the purposes of this title, the extent of a par

12 ticulair adult-welfare problem or problems or child-welfare 

13 problem or problems, as the case may be, in the respective 

14 States. Upon making such allotments, the Administrator 

15 shall notify the Secretary of the Treasury and each State of 

16 the amount of the allotments for such State. 

17 "(b) From the allotment therefor for each fiscal year 

'18 for each State which has a plan approved under this title, 

.19 the Secretary of the Treasury shall pay to such State, for 

20 each period after June 30, 1949, an amount, which shall be 

21used exclusively for carrying out the State plan, equal to 

22 the Federal percentage for such State (as determined in 
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1 accordance with section 1411) of the total amounts ex

2 pended during such period for family and adult-welfare 

3 services or child-welfare services, as the case may be, under 

4 the State plan, not counting so much of such expenditure as 

5 is included in any other plan (or part of a plan) with respect 

6 to which Federal funds are paid to the State. 

7 "tMETHOD OF COMPUTATION AND PAYMENT 

8 "SEC. 1410. The method of computing and paying 

9 amounts -due a State under section 1408 or 1409 shall be 

10 as follows: 

11 "(a) The Administrator shall, prior to the beginin 

12 of each period for which a payment is to be made to the 

13 State under section 1408 or 1409, estimate the amount to 

14 be paid to such State for such period under the provisions 

15 of such section, such estimate to be based on (A) a report 

16 filed by the State containing its estimate -of the total sum 

-17 to be expended in such period in accordance with the provi

18 sions of such section, and stating the amount appropriated 

19 or-made available by the State and its political subdivisions 

20 for such expenditures in such period, and if the sum of such 

21 amount and the estimated Federal grant to be paid the 

22 State under such section is less than the total sum of such 

23 estimated expenditures, the source from which the difference 

24 is expected to be derived; and (B) such other data as to 



13


1 such estimated expenditures and such other investigation 

2 as the Administrator may find necessary. 

3 " (b)- The Administrator shall then certify to the Secre

4 tary of the Treasury the amount so estimated by the Ad

5 ministrator (1) reduced or increased, as the case may be, 

6by any sum by which he finds that his estimate for any 

7 prior period was greater or less than the amount which 

8 should have been paid to the State under section 1408 

9 or 1409 for such period; and (2) reduced by a sum equiva

10 lent to the pro rata share to which the U~nited States is 

11 equitably entitled, as determined by the Administrator, of 

12 the net amount recovered during any prior period by the 

13 State or any political subdivision thereof under the State plan; 

14 except that such increases or reductions shall not be made 

15 to the extent that such sums have been applied to make the 

16 amount certified for any prior period greater or less than the 

17 amount estimated by the Administrator for such prior 

18 period: Provided, That any part of the amount recovered 

19 from the estate of a deceased recipient which is not in 

20excess of the amount expended by the State or any political 

21 subdivision thereof for the funeral expenses of the deceased 

22 shall not be considered as a basis for reduction under clause 

23 (2) of this paragraph. 

24 "(c) The Secretary of the Treasury shall, prior to. 
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1 audit or settlement by the General Accounting Office, pay 

2 to -the State, at the time or times fixed by the Administrator, 

3 the amount so certified. 

4 "4(d) The period for Wwhich estimates and certifications 

5 are made under this section (and payments are to be made 

63 under section 1408 or 1409) shall be a calendar quarter, 

7 except that, upon application by a State, the Administrator 

8 may extend the period for such State to two, three, or four 

9 calendar quarters. 

10 "CFEDERAL GRANT PERCENTAGES 

11 "SEC. 1411. (a) The 'Federal percentage' for any 

12 State shall be 100 per centum, less the State percentage; 

13 and the State percentage shall be that percentage which 

14 bears the same ratio to 45 per centum as the per capita 

15 income of such State bears to the per 4~apita income of the 

16 continental U~nited States (excluding Alaska) ; except that 

17 (1) the Federal percentage shall in no case be -more than 

18 75 per centum or less than 40 per centum, (2) in deter

19 mining the Federal percentage a fractional part of 1 per 

20 centum. shall be disregarded if it is less than one-half and 

21 shall be increased-to 1 per centumn if it is one-half or more, 

22 and (3) the Federal percentage shall be 55 per centum. 

28 for Alaska and. Hawaii, and 75 per centum. for Puerto Rico 

24 and the Virgin Islands. 

25 "(b) The Federal percentage for each State shall be 
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1 promulgated by the Administrator between July 1 and 

2 August 31 of each even-numbered year, on the basis of the 

3 average per capita income of each State and of the conti

4 nental United States (excluding Alaska) for the three most 

5 recent consecutive calendar years for which satisfactory data 

6 are available from the Departmenit of Commerce. Such pro

7 mulgation shall, for purposes of this section, be conclusive for 

8 each of the eight quarters in the period beginning July 1 

9 next succeeding such promulgation: Provided, That the 

10 Administrator shall promulgate such percentages as soon as 

11 possible after the enactment of this Act, which promulgation 

12 shall be conclusive for the purposes of this section for each 

13 of the eight quarters in the period beginning July 1, 1949, 

14 and ending June 30, 1951. 

15 "OPERATION OF STATE PLANS 

16 "SEc. 1412. In the case of any State plan which has 

17 been approved by the Administrator under this title, if the 

18 Administrator, after reasonable notice and opportunity for 

.19 hearing to the State agency administering or supervising 

20 the administration of such plan, finds

.21 "(a) that the plan has been so changed as to jim

22 pose, any requirement prohibited by section 1407 (b), 

23 or that in the administration of the plan any such pro


24 hibited requirement is imposed, with the knowledge of


25 such State agency, in a substantial number of cases; or
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"t(b) that in the administration of, the plan there is 

a failure to comply substantially with any provision 

required by section 1407 (a) to be included in the plan; 

the Administrator shall notify such State agency that 

further payments will not be made to the State under 

such plan or, in his discretion, that further payments 

will not be made to the State for activities in which 

there is such failure, until he is satisfied that such pro

hibited requirement is no longer imposed or that there 

is no longer any such failure to comply. Until he is so 

satisfied, the Administrator shall make no further cer

tification to the Secretary of the Treasury for payment 

to such State, or shall limit certification for payment. 

to activities in which there is no such failure." 

DEFINITION OF STATE 

SEC. 3. Section 1101 (a) (1) of the Social Security 

Act is amended to read as follows: 

"(1) The term 'State' includes Alaska, Hlawaii, and 

the District of Columbia and, when used in titles V and XIV 

of such Act, includes Pmiero Rico and the Virgin Islands." 

PAYMENTS UNDER EXISTING LAW 

SEC. 4. No payment shall be made to a State under title 

I, IV, or X of the Social Security Act for any period for 

which such State receives any payments under title XIV of 

such Act with respect to assistance, or for any period there,
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1 after; nor shall any payment be made to a State under part. 

2 3 of title V of such Act for any period for which such State 

3 receives any payment with respect, to welfare services under 

4 title XIV of such Act, or f or any period thereafter. In no 

5 event may any payment be made to a State under title I, 

6 IV, or X, or part 3 of title V, of sulch Act for any period 

7. after June 30, 1951. 

8 ADJIJSTMVENTS WITH RESPECT TO EXISTING LAW 

9 SEuc. 5. If, in the case of any State which is entitled to 

10 payments under section 1408 or 1409 of the Social Security 

11 Act, adjustments which should have been made with respect 

12 to overpayments or underpayments under title I, IV, or X 

13 or part 3 of title V, of such Act have not already been made 

14 under such title or such part

15 (a) in the case of such failure with respect to such 

16 title I, IV, or X, such adjustments shall be made in 

17 connection with such payments under section 1408; and 

18 (b) in the case of such failure under such part 3 

19 of title V, such adjustments shall be made in connection 

20 with such payments under section 1409. 
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IN THE HOUSE OF REPRESENTATIVES 

FEBRUARty 21, 1949

Mr. DOTYGHTON introduced the following bill; which was referred to the Com


mittee on Ways and Means


A BILL

To extend and improve the old-age and survivors insurance 

system, to add protection against disability, and for other 

purposes. 

1 Be it ,enacted by the Senate and House of Representa

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

3TITLE I-SHORT TITLE AND TABLE OF CONTENTS 

4 SECTION 1. This Act, with the following table of con

tents, may be cited as the "Social Security Amendments of 

6 1949" 
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rity Act
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405 -------- -------------- DELEGA71ON OF FUrNCTxoNs, FURNISHING INFoRmA-
TION, ADVISORY COUNCILS. 

1108--------- DELEGATION or FUNCTIONS. 
1109--------- FURNISHING OF WAGE RECORD AND OTHER INFORMA-. 

TION. 
1109 (a) --------- To whom furnished.

1109 (b)--------- Conditions to granting of requests for informa


tion. 
1109 (c) --------- Nondisclosure of confidential information. 
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1111 Ce) --------- Authorization of appropriation from trust fund.

1111 (f) --------- Reports to the Congress.
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1 TITLE II-RETIREMENT, SURVIVORS, AND DIS

2 ABILITY INSURANCE CHANGE IN SECTION 

3 NUMBERS AND TITLE 

4 SEC. 201. (a) The title of title II of the Social Security 

5 Act is amended to read "TITLE II-F~EDERAL RETIRE

6 MENT, SURVIVORS, AND DISABILITY INSUR

7 ANCE" 

8 (b) Sections 204, 205, 206, 207, 208, and 210 of the 

9 Social Security Act are hereby redesignated as sections 211, 

10 213, 214, 215, 212, and 216, respectively. 
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I AMENDMENTS RELATINGr TO COVERAGE AND BENEFITS 

2 SEC. 202. The remaining provisions of title II of such 

3 Act are amended to read: 

4 "RETIREMENT, SURVIVORS, AND DISABILITY BENEFITS 

5 "Primary Insurance Benefits 

6 "SEC. 201. (a) (1) Every individual who (A) has 

7 attained the age of sixty-five if a male, or the age of sixty 

8 if a female, (B) has filed application for primary insurance 

9 ~benefits, and (C) is insured under the provisions of section 

10 205 (a) after June 30,/ 1949, shall be entitled to receive a 

11 primary insurance benefit for each month, beginning with the 

12 first month after June 1949 in which such individual be

13 comes so entitled to such insurance benefits. Such benefits 

14 shall end with the month preceding the month in which such 

15 individual dies. 

16 "C (2) Every individual who (A) is not entitled to 

17 benefits under paragraph (1) of this subsection, (B) is 

18 under a disability or extended disability (as defined in see

19 tion 208 (h) ) which has continued for a waiting period of 

20 six consecutive calendar months after D~ecember 31, 1949, 

21 (C) in the month immediately, following such waiting pe

22 riod is under an extended disability, (D) has tiled applica

23 tion for primnary inisurance benefits within the waiting 
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1 period or in the month immediately following the end of 

2 such waiting period, and (E) is insured under the provi

3 sions of section 205 (c) shall be entitled to receive a primary 

5 month after June 1950 and after such six-month waiting 

6 period in which he becomes so entitled to such insurance 

7 benefits. Such benefits shall end with the month inmmedi

8 ately preceding the first month in which any of the follow

9 ing occurs: Such individual ceases to be under an extended 

10 disability, becomes entitled to benefits under paragraph (1) 

11 of this subsection, or dies. 

12 " (3) In the case of any individjial who was under an 

110 extended disability continuously for more than six consecu

14 tive months prior to July 1, 1952, such extended disability 

15 shall be deemed to have begun on the day on which it 

16 actually began or on January 1, 1950, whichever is later, 

17 but only if application for benefits under paragraph (2) 

18 of this subsection is filed prior to July 1, 1952. 

19 "(4) Any individual who ceases, by reason of entitle

20 ment to benefits under paragraph (2) hereof, to be entitled 

21 to benefits under any other subsection of this section shall, 

22 if no other event has occurred which would terminate his 

23 entitlement to benefits under such other subsection, be en

24 titled to benefits under such other subsection for each month, 

25 beginning with the month following the month in which 
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his entitlement to benefits under paragraph (2) of this sub

section -ceases. 

. " (5) No payment may be made under paragraph (2) 

of this subsection to any individual for any period that he 

is in the active military or naval service of the United 

States. 

"Wife's Insurance Benefits 

"(b) (1) Every wife (as defined in section 208. (-a)) 

of an individual who is entitled to primary insurance bene

fits, if such wife (A) has filed application for wife's insur

ance benefits, (B) was living -with such individual at the 

time such application was filed, (C) has attained the age 

of sixty, or at the time of filing such application has in her 

ca-re (individually or jointly with her husband) a child 

entitled to receive a child's insurance benefit on the basis 

of the wages or sell-employment income of her husband, 

and (D) is not entitled to receive primary insurance bene

fits, or is entitled to receive primary insurance benefits but 

such benefit for each month is less than one-half of the pri

mary insurance benefit of her husband for such month, 

shall be entitled to receive a wife's insurance benefit for 

each month, beginning with the first month after June 

1949 in which she becomes so entitled to such insurance 

benefits. Such benefits shall end with the month imme

diately preceding the first month in which any of the fol
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lowing occurs: Such wife dies, her husband dies, they are 

divorced a viniculo matrimonii or thleir marriage is'deeined 

to have terminated, her husband (if entitled to primary 

insurance benefits under subsectioii (a) (2) ) ceases tLo be 

under an extended disability, no child of her husband is 

entitlkd to receive a child's insurance benefit and she 

has not attained the age of sixty, or she becomes entitled to 

receive a primary insurance benefit for a month equal to or 

exceeding one-half of the primary insurance benefit of her 

husband for such month. 

"(2) Such wife's insurance benefit for each month shall 

be equal to one-half of the primary insurance benefit of her 

husband for such month except that, if she is entitled to re

ceive a primary insurance benefit for any month, such 

wife's insurance benefit for such month shall be reduced 

by an amount equal to her primary insurance benefit for 

such month. 

"Child's and Disabled Child's Insurance Benefits 

" (c) (1) Every child (as defined in section 208 (e)) 

of an individual entitled to primary insurance benefits, or of 

an individual who died ,after December 1939 and who was 

at the time of his death iilsulled under the provisions of 

subsection (a) or (b) of section 205, if such child (A) 

has filed application for child's insurance benefits, (B) at 

the time such application was, filed was unmarried and had 
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not attained the age of eighteen, and (C) was dependent 

upon such individual at the time such application was filed, 

or, if such individual has died, was dependent upon such 

individual at the time of such individual's death, shall be 

entitled to receive a child's insurance benefit for each month, 

beginning with the first month after June 1949 in which such 

child becomes so entitled to such insurance benefits. Such 

benefits shall end with the month immediately preceding the 

first month in which any of the following occurs: Such 

child dies, marries, is adopted (except for adoption, sub

sequent to the death of such insured individual, by a natural 

parent or stepparent, or by a grandparent, aunt, or uncle 

by blood or affinity) , attains the age of eighteen, or the 

individual on whose wages or self-employment income such 

child's insurance benefits are based (if such individual is 

entitled to primary insurance benefits under subsection (a) 

(2)) ceases to be under an extended disability. 

"(2) Every child of such an individual, if such child 

(A) after November 30, 1949, was entitled, or could have 

become entitled upon filing an application therefor, to child's 

insurance benefits under paragraph (1) for the month prior 

to the month in which such child attained the age of eighteen, 

(B) was under an extended disability in such month prior 

to attainment of age eighteen, which disability has continued 

since such month and for a period of not less than six 
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1 consecutive calendar months since December 31, 1949, (0) 

2 has filed proof of being under such disabilit y in such month 

3 within one year after the end of such month, (D) has filed 

4* application for disabled clbhild's insurance benefits, (E) at the 

5 time such application was filed was unmarried and had at

6 tained the age of eighteen, and (F) is not entitled to receive 

7 any other monthly insurance benefits under this section, or 

8 is entitled to receive one or more of such benefits for a month 

9 but the total for such month is less than one-half of the 

10 primary insurance benefit of such individual, shall be entitled 

11 to receive a disabled child's insurance benefit for each 

12 month, beginning with the first month after June 1950 in 

13 which such child becomes so entitled to such insurance 

14 benefits. Such benefits shall end with the month preceding 

15 the first month in which any of the following occurs: such 

16 child dies, marries, is adopted (except for adoption, subse

17 quent to the death of such insured individual, by a natural 

18 parent or stepparent, or by a grandparent, aunt, or uncle by 

19 blood or affinity), or ceases to be under an extended dis

20 ability, or the individual on whose wages or self-employment 

21 'income the disabled child's insurance benefits are based (if 

22 such individual is entitled to primary insurance benefits under 

23 subsection (a) (2) ) ceases to be under an extended 

24 disability.


25 "(3) Such child's or disabled child's insurance benefit
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1 for each month shall be equal to one-half of the primary 

2 insurance benefit for such month of the individual with 

3 respect to whose wages or self-employment income the 

4 child is entitled to receive such benefit; except that there 

5 shall be added to the total of benefits for any month to which 

6 children are entitled on the basis of an individual's wages 

7 or self-employment income, if such individual has died in 

8 or prior to such month, an amount (to be divided equally 

9 if more than one child is so entitled) equal to one-fourth 

10 of such individual's primary insurance benefit. If a child 

11 is entitled for any month to child's or disabled child's insur

12 ance benefits with repect to the wages or sell-employment 

13 income of more than one individual he shall be paid only 

14 one such benefit for such month, such benefit to be the 

J5one based on the wages or self-employment income of the 

16 individual which result in the highest child's or disabled 

17 child's insurance benefit for such child for such month. 

18 "(4) A child shall be deemed dependent upon his 

19 father or an adopting father at the time specified in para

20 graph (1) (C) if such father or adopting father was 

21 living with or contributing to the support of such child. 

22 "(5) A child shall also be deemed dependent on his 

23 father or adopting father at the time specified in para

24 graph (1) (C) if (A) such child is either the legitimate 

25 or adopted child of such individual, (B) such child has not 
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1 been adopted by some other individual (except the wife 

2 of such father or adopting father), and (C) such child 

3 was not living with, and not receiving at least one-half. 

4o his support, from hIs step flater. 

-5 " (6) A, child shall be deemed to have been depend

6 ent upon his stepfather at the time specified in paragr~aph 

7 (1) (C) if, at such time, the child was living with such 

8 stepfather or was receiving at least one-half of the amount 

9 of his support from such stepfather. 

10 " (7) A child shall be deemed dependent on his natural 

IIor adopting mother at the time of her death if, at such time, 

12 she was insured under the provisions of both subsection (a) 

13 and subsection (b) of section 205. A child shall also be 

14 deemed to have been dependent upon his mother at 'the 

15 time specified in paragraph (1) (C) if, at such time, his 

16 mother was either living with or contributing to the support 

17 of such child, and. such child was not living with or receiving 

18 contributions from his father or adopting father, or if such 

19 child was living with or receiving contributions from his 

20 father or adopting father at such time, but only if such mother 

21' was furnishing at least one-half of the amount of the child's 

22 support. For the purposes of this paragraph the term 

23 'mother' includes the natural mother, adopting mother, or 

24 stepmother of the child. 

25 "(8) A child shall be deemed to have been dependent 
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upon a person in loco parentis to such child at the time speci

fled in paragraph (1) (C) if, at such time, such child was 

living with such person and was receiving at least one-half 

of the amount of his support from such person. 

"Widow's Insurance Benefits 

"(() (.1) Every widow (as defined in scction 2908 (1)) 

())of an individual who died after December 1939 and 

who either was insured tinder the provisions of section 205 

(a) at the time of his death or was entitled to benefits under 

section 201 (a) (2) for the month preceding the month 

in which he died, if such widow (A) has not remarried, (B) 

has attained the age of sixty, (C) has filed application for 

widow's insurance benefits or, after attainm-enit of age sixty, 

was entitled to wife's insutrance benefits with respect to the 

wages or self-employment income of such individual for the 

month preceding the month in which he died, (D) was 

living with such individual at the time of his death, and 

(E) is not entitled to receive primary insurance benefits, or 

is entitled to receive primary insurance benefits each of 

which is less than three-fourths of the primary insurance 

benefit of her husbanid, shall be entitled to receive a widow's 

insurance benefit for each month, beginning with the 

first month after June 1949 in which she becomes entitled 

to such insurance benefits. Such benefits shall end with 

the month immediately preceding the first month in which 
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1L any of the following occurs: Suich widow remarries, dies, 

2 or becomes entitled to receive a primary insurance bene

3 fit equal to or exceeding three-fourths of the primary in

4 surance benefit of her husband. 

5 "(2) Such widow's insurance benefit for each month 

'6 shall be equal to three-fourths of the primary insurance 

7 benefit of her deceased husband, except that, if she is en

8 titled to receive a primary insurance benefit for any month, 

9 such widow's insurance benefit for such month shall be re

10 duced by an amount equal to her primary insurance bene

11 fit for such month. 

12 "Mother's Insurance Benefits 

13 "(e) (1) Every widow (as defined in section 208 

14 (b) (1) ) and every former wife divorced (as defined in 

15 section 208 (b) (2) ) of an individual 'who died after 

16 December 1939 and who was at the time of his death in

17 sured under the provisions of subsection (a) or (b) of 

18 section 205, if such widow or former wife divorced (A) has 

19 not remarried, (B) is not entitled to receive a widow's 

20 insurance benefit, (C) is not entitled to receive primary 

21 insurance benefits, or is entitled to receive primary insurance 

22 benefits each of which is less than three-fourths of the pri

23 mary insurance benefit of such individual, (D) has filed 

24 application for mother's insurance benefits, (E) at the time 

25 of filing such application has in her care a child of such 
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1 individual entitled to receive a child's insurance benefit, and 

2 (F) (i) in the case of a widow, she was living with such 

3 individual at the time of his death, or (ii) in the case of a 

4 former wife divorced, she was receiving from such individual, 

5 pursuant to agreement or court order, at least one-half of 

6 the amount of her support at the time of his death and the 

7 child referred to in clause (E) is her son, daughter, or legally 

8 adopted child and the benefits referred to in such clause are 

9 payable on the basis of such individual's wages or self

10 employment income, shall be entitled to receive a mother's 

11 insurance benefit for each month, beginning with the first 

12- month after June 1949 in which .she becomes so entitled to 

13 Such insurance benefits. Such benefits shall end with the 

14 month limmediately preceding the first month in which any of 

15 the following occurs: No child of such deceased individual 

16 is entitled to receive a child's insurance benefit, such widow 

17 or former wife divorced becomes entitled to receive a primary 

18 insurance benefit equal to or exceeding three-fourths of the 

19 primary insurance benefit of such deceased individual, she 

20 becomes entitled to receive a widow's insurance benefit, she 

21 remarries, or she dies. Such benefits shall also end, in the 

22 case of a former wife divorced, with the month immediatelv 

23 preceding the first month in which no son, daughter, or 

24 legally adopted child of such former wife divorced i's entitled 

H. R. 2893-2 
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1to receive a child's insurance benefit with respect to the 

2 wages or sell-employment income of such deceased individual. 

3 "(2) Such mother's insurance benefit for each month 

4W-IT shall 'Le eqa thre-foh oil the p,.mau.ry nurnk 

5 benefit of such deceased individual, except that, if she is 

6 entitled to receive a primary insurance benefit for any 

7 month, such mother's insurance benefit for such month shall 

8 be reduced by an amount equal to her primary insurance 

9 benefit. 

10 "Parent's ]Insurance Benefits 

11 "(f) (1) Every parent of an individual who died 

12 after December 1939 and who was at the time of his death 

13 insured under the provisions of section 205 (a), if such 

14 individual did not leave (A) a widow who meets the con

15 ditions in clauses (D) and (E) of subsection (d) (1)., 

16 or (B) a widower who meets the conditions in clauses 

17 (D), (E), and (G) of subsection (i) (1), or (C) a child 

18 who could, upon filing application in the month of such 

1L9 individual's death (or in the month of birth if suchi child 

20 is born posthumously), have become entitled to receive a 

21 child's or disabled child's insurance benefit based on the 

22wages or self-employment income of such individual, and 

23 who was not entitled and could not, upon application, have 

24 become entitled in such month to receive an equal or a 

25 larger child's or disabled child's insurance benefit on the 
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1basis of wages or self-employment income other than the 

2 wages or sell-employment income of such individual, and 

3 if such parent (D) has attained the age of sixty-five if a 

4 male, or the age of sixty if a female, (E) was receiving at 

5 least one-hall of the amount of his support from such 

6 individual at the time of such individual's death and filed 

7 proof of such support within two years of such date of 

8 death, (F) has not married since such individual's death, 

9 (G) is not entitled to receive any other monthly insurance 

10 benefits under this section, or is entitled to receive one or 

11 more of such benefits for a month but the total for such 

12 month is less than three-fourths of the primary insurance 

13 benefit of such deceased individual, and (II) has filed 

14 application for parent's insurance benefits, shall be entitled 

15 to receive a parent's insurance benefit for each month, 

16 beginning with the first month after June 1949 in which 

17 such parent becomes so entitled to such parent's insurance 

18 benefits. Such benefits shall end with the month inmmedi

19 ately preceding the first month in which any of the follow

20 ing occurs: such parent dies, marries an individual who is 

21 not entitled to monthly insurance benefits under this section, 

22 or becomes entitled to receive for any month a monthly 

23 insurance benefit or benefits under this section in a total 

24 amount equal to or exceeding three-fourths of the primary 

25 insurance benefit of such deceased individual. 
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1 "(2) Such parent's insurance benefit for each month 

2 shall be' equal to three-fourths of the primary insurance bene

3 fit, of such deceased individual, except that, if such parent 

4is entitleda to receive an insurance benefit or b~enefitsfo 

.5 any month under this section (other, than a benefit under 

6 this subsection), such parent's insurance benefit for such 

7~month- shall be reduced by an amount equal to the total of 

8~such, other benefit or benefits for such month. When there 

9 is. more than one such individual with respect to whose, 

10 wages or self-employment income the parent is entitled to 

1 'receive -a parent's insurance benefit for a month, such benefit 

12 shall be equal to three-fourths of whichever primary insurance 

13 benefit is greatest. 

14 "(3) As used -in this subsection, the term 'parent' 

15 means the mother or father of an individual, a stepparent of 

16 an individual by a-marriage contracted before such individual 

17 attained the age of sixteen, an adopting parent by whom 

18 an individual was adopted before such individual attained 

19 the age of sixteen, or a person who has stood in loco parentis 

20 to an individual and such relationship began before such 

21 individual. attained the age of sixteen. 

22 "Lump-Sum Death Payments 

23 "(g) U~pon the death after June 1949 of an. individual 

24 who when he died was insured under the provisions of sub

25 section (a) or (b) of section 205,' an amount equal to three 
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1 times a primary insurance benefit of such individual shall 

2 be paid in a lamp sam to the widow or widower whose rela

3 tionship to the deceased is determined by the Administrator, 

4 and who is living on the date of such determination, if such 

5 widow or widower was living with such insured individual 

6 at the time of the latter's death. If no such widow or 

7 widower be living on the date of such determination or, if 

8 living, such widow or widower was not living with the in

9 sured individual at the time of his death, of if such widow 

10 or widower dies before receiving payment, such amount shall 

11 be paid to any person or persons, equitably entitled thereto, 

12 to the extent and in the proportion that he or they shall have 

13 paid the expenses of burial of the insured deceased individual. 

14 No payment shall be made to any person under this sub

15 section unless application therefor is filed, by or on behalf 

16 of such person (whether or not legally competent), prior to 

17 the expiration of two years after the date of death of 'such 

18 insured individual. 

19 "Disabled Husband's Insurance Benefits 

20 "(h) (1) Every husband (as defined in section 208 

21 (c)) of an individual who becomes entitled to primary 

22 insurance benefits after December 31, 1949, if such husband 

,23 (A) has attained the age of sixty-five, (B) has filed appli

24 cation for disabled husband's insurance benefits, (0) wais 

25 living with such individual at the time such application was 
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I filed, (D) was under an extended disability at the time his 

2 wife became entitled to primary insurance benefits, which 

3 disability has continued since such time and for a period of 

4- not less than six consecutive calendar months since December 

5 31, 1949, (E) has filed proof, within one year after the 

6 date as of which his wife became entitled to such primary 

7 insurance benefits, of such disability on such date, and (F) 

8 is not entitled to receive primary insurance benefits, or is 

9 entitled to receive primary insurance benefits but such bene

10 fit for each month is less than one-half of the primary insur

.11 ance benefit of his wife for such month, shall be entitled to 

12 -receive a disabled husband's insurance benefit for each month, 

13 beginning with the first month after June, 1950 in which he 

14 becomes so entitled to such -insurance benefits. Such benefits 

15 shall end with the month immediately preceding the first 

16 month in which any of the following occurs: Such disabled 

17 husband ceases to be under an extended disability, dies, his 

18 wife dies, his wife (if entitled to prlinary insurance ben

19 efits under subsection (a) (2) ) ceases to be under an ex

20 tended disability, they are' divorced a vinculo matrimonii or 

21 their marriage is deemed to have terminated, or he becomes 

22 entitled to receive a primary insurance benefit for a month 

23 equal to or exceeding one-hall of the primary insurance ben

24. efit of his wife for such month.


25 "(2) Such disabled husband's insurance benefit for each
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1 month shall be equal to one-hall of the primary. insurance 

2 benefit of 'his wife for such month, except that, if he is en

3 titled to receive a primary insurance benefit for any month, 

4 such disabled husband's insurance benefit for such month 

5 shall be reduced by an amount equal to his primary 

6 insurance benefit for such month. 

7 "Disabled Widower's Insurance Benefits 

8 "(i) (1) Every widower (as defined in section 208 

9 (d)) of an individual -who died after December 31, 1949, 

10- and who either was at the time of her death insured under 

11 the provisions of section 205 (a), or was entitled to bene-? 

12 fits under the provisions of section 201 (a) (2) for the 

13 month preceding the month in which she died, if such wid

14 ower (A) has filed application for disabled widower's in

15 surance benefits or was entitled to disabled husband's insur

16 ance benefits with respect to the wages or self-employment 

17 income of such individual for the month preceding the month 

18 in which she died; (B) has not remarried; (C) has attained 

19 the age of sixty-five; (D) was living with- such, individual 

20 at the time of her death; (E) was under an extended dis

.21 ability at the time of her death, which disability has can

22 tinued since such time and for a period of not less than six 

23 consecutive months since December 31, 1949; (F) has filed 

24 proof, within one year of the date of such death, of such dis

25 ability on such date; and (G) is not entitled to receive 



24


1 primary insurance benefits, or is entitled to receive primary 

-2 insurance benefits each of which is less than three-fourths of 

3 a primary insulrance benefit of his deceased wife, shall be. en

4 titled to receive a disabled widower's insurance benefit for 

,5 each month, beginning with the first month after June 1950 

6 in which he becomes so entitled to such insurance benefits. 

7 Such benefits shall end with the month immediately preced

8 ing the first month in which any of the following occurs: 

9 lie ceases to be under an extended disability, remarries, dies, 

10 or ~becomes entitled to receive a primary insurance benefit 

11 equal to or exceeding three-fourths of the primary insurance 

12 benefit of his deceased wife. 

13 "(2) Such disabled widower's insurance benefit for 

14 each 'Monthshall be equal to three-fourths of the primary 

-15 'insurance benefit of his deceased wife, except that, if he 

16 is entitled to receive a primary insurance benefit for any 

17 month, such disabled widower's insurance benefit for such 

18 month shall1 be reduced by an amount equal to his primary 

19- insurance benefit for such- month. 

20 "Application for Monthly Benefits 

21 "()An individual who would have been entitled to 

22 a (a) , (c) , (d), (e) ,benefit under subsection , (b) , (f) 


23 (h), or .(1) for any month had he filed application there

24 for prior to the end of such month shall be entitled to such 

25 benefit -for such month if he files application- therefor prior 
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1 to the end of the third month immediately succeeding -such 

2 month. Any benefit under any such subsection for a month 

3 in which application is filed or for a month prior to such 

4 month shall be reduced, to any extent that may be necessary, 

.5 so that'it will not render erroneous any benefit to which the 

6 Administrator has found a beneficiary to be entitled, with 

7 respect to the same wages or self-employment income, for 

8 such month under the same or any other such subsection. 

9 "Weekly Disability Benefits 

'10 "(k) (1) Every individual who (A) is insured under 

11the provisions of section 205 (d), (B) is not entitled to pri

12 mary, insurance benefits under subsection (a) (2), (0) is 

13 under a disability (as defined in section 208 (h) (I) ), (ID) 

1.4 has had a waiting week in his benefit year and after Decem

15 ber 31, 1949, and (E) has filed an application for weekly 

16 disability benefits in accordance with regulations of the 

17 Administrator shall be entitled to a weekly disability bene

18 fit for each full week of disability; except that, if an uninter

19 rupted spell of disability for an individual in a benefit year 

.20 -continues into his next benefit year, the requirement of clause 

-21 (D) of this paragraph shall not apply with respect -to 

22~ disability occurring within such spell in such new, benefit 

23 year. 

24 " (2) Any~such individua~l who continues to be under 

25disability a part of- a: week in an uninterrupted spell of dis
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1 ability and who meets the requirements of paragraph (1) 

2 shall be paid an amount equal to one-seventh of his weekly 

3 disability benefit for each day of disability in such part week. 

4 "(3) For purposes of this subsection

5 "(A) the term 'week' means a period of seven 

6 consecutive days as defined in regulations of the Ad

7 ministrator; 

8 "(B) the term 'waiting week' means the first period 

9 of seven consecutive days on each of which an 'individual 

10 is under disability in a benefit year; 

11 " (C) the term 'uninterrupted spell of disability' in

12 cludes any disability occurring within twenty-one days 

13 following a waiting week or a day with respect to which 

14 an individual is entitled to benefits under this subsection. 

15 " (4) Notwithstanding the preceding provisions of this 

16 subsection, no payment may be made under this subsection 

17 to any individual for any period that he is in the active 

18 military or naval service of the United States. 

19 "Maternity Benefits 

20 "(1) Every female individual who (1) is insured under 

.21 the provisions of section 205 (d) or has established a bene

22 fit year in accordance with provisions of subsection (k) 

23 which has not terminated , and (2) has filed a claim for 

24 maternity benefits in accordance with regulations of the 

25 Administrator, if the quarter preceding the quarter in which 
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she filed such claim was a quarter of coverage or she was 

entitled to benefits under subsection (k) for not less than 

four weeks in such quarter, shall be entitled to receive a 

maternity benefit for each week after December 31, 1949, 

during which she performs no service (other than in con

nection with her household) , if such week ends not more than 

eight weeks after the day on which she gives birth to a child 

and begins after such birth or after a physician certifies, 

in accordance with regulations of the Administrator, that 

in his opinion she will give birth to a child in not more than 

eight weeks; except that in no case may benefits be paid 

under this subsection with respect to the birth of a child for 

more than fourteen weeks. 

"Simultaneous Entitlement to Benefits 

"(in) (1) In the case of any individual who is entitled. 

for one or more weeks in a month to benefits under subsec

tion (k) or (1) , and is also entitled for such month to any 

other benefits under this section, he shall be paid for such 

month only an amount equal to such benefits under subsec

tion (k) or (1), or an amount equal to such other benefits, 

whichever is the higher. 

"(2) No benefit shall be paid under subsect,ion (k) to 

an individual for any Week for which such individual is 

entitled to receive benefits under subsection (1). 

"(3) No payments shall be made to an individual for 
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1 any week under subsection (k) if he has received or receives 

2 any workmen's compensation benefit on account of the same 

3 disability for such week or for a month which includes such 

4 week. 

5 "(4) In order to assure that the purposes of paragraph 

6 (3) will be carried out, the Administrator may, as a condi

'7 tion to certification for payment of benefits under subsection 

8 (k) (if it appears to him that there is a likelihood that an 

9 individual entitled to benefits under such subsection may be 

190 eligible,. as the result of disability, for a workmen's compen

11 sation benefit which would give rise to a denial of payment 

12 under such paragraph (3) ), require (A) adequate proof 

13 that such individual has claimed workmen's compensation 

14 benefits with respect to such disability, and (B) adequate 

15 assurance of reimbursement to the Trust Fund in case work

16 men's compensation benefits, 'with respect to which such 

17 denial of payment should be made, are paid to such individual 

18 and payment is not denied under paragraph (3). The Ad

19. ministrator is also authorized to enter into agreement with 

20 any State under which the State will reimburse the -Trust 

21 Fund in cases where benefits under subsection (k) and 

22 'workmen's compensation benefits under a State law or plan 

23 -are payable on account of the same disability for the same 

24 period of time and appropriate action with respect thereto is 

25 inot taken under paragraph (3). ~All amounts paid to the 
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1 Administrator under this paragraph shall be deposited in 

2 the Trust Fund. 

3 "AMOUNT OF BENEFITS 

4 "SEC. 202. (a) An individual's 'primary insurance 

5 benefit' means the sum of (1) the product obtained by 

6 'multiplying his basic amount by his continuation factor and 

7 (2) 1 per centum of his basic amount for each of his years 

8 of coverage. When the primary insurance benefit thus corn

9 puted is less than $25, it shall be $25. 

10 " (b) (1) An individual's 'basic amount' means 50 

11 per centum of the first $75 of hi's average monthly wage 

12 plus 15 per centum of the next $325 of such wage. 

13 " (2) An individual's 'average monthly wage' means 

14 one-sixtieth of the total of his wages and sell-employment 

15 income during the period of five consecutive years of cover

16 age for which the total of his wages and self-employment 

17 income was highest. If such individual does not have five 

18 consecutive years of coverage, the term means the total 

19 of his wages and self-employment income during all years, 

20 which were years of coverage divided by twelve times the 

21 number of such years of coverage. If such individual does 

22 not have any years of coverage, or if his average monthly 

23 wage as computed under the preceding provisions of this 

24 paragraph is less than $50, his average monthly wage shall 

25 be deemed to be $50. In determining an individual's 
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consecutive years of coverage for purposes of this para

graph any calendar year which was not a year of cover

age, other than a year for any month of which he was 

entitled to primary insurance benefits under section 201 

(a) () shall be disregarded. For purposes of this 

paragraph

" (A) there shall not be couinted so much of any 

self-employment income derived by an individual dur

ing a calendar year as, when added to the wages paid 

him during such year, exceeds $3,000 in the case of 

the calendar year 1949 or $4,800 in the case of any 

calendar year thereafter; 

" (B) the year in which an individual dies or be

comes entitled to primary insurance benefits, whichever 

first occurs, shall not be coulnted as a year of coverage 

for him; 

"(C) if the total of an individual's wages and self-

employment income for any calendar year is not a 

multiple of $1, such total shall be reduced to the next 

lower multiple of $1; 

"(D) if the amount of an individual's average 

monthly wage as computed under the foregoing provi

sions of this subsection is not a multiple of $1, it shall 

be raised to the next higher multiple of $1. 

"(c) An individual's 'continuation factor' means the 
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quotient obtained by dividing the number of his years of 

coverage after his starting date by the number of his elapsed 

years. An individual's starting date shall be 1949 or 1936, 

whichever results in a higher continuation factor, and in 

case the quotient obtained under this subsection is greater 

than one, it shall be reduced to one. For the purpose of 

this subsection, elapsed years means the calendar years 

elapsing after his starting date or after the year in which 

he attained the age of twenty-one, whichever is later, and 

prior to the year in which he attained the age of sixty-five 

if a male, or the age of sixty if a female, or died, whichever 

first occurred, or, if the computation under this subsection 

is being made with respect to an individual who is entitled 

to benefits under section 201 (a) (2), prior to the year 

in which his disability began, excluding from such elapsed 

years any year any quarter of which was included in a period 

of extended disability unless such year was a year of 

coverage. 

" (d) For purposes of this title, a 'year of coverage' 

means a calendar year in which the sum of the wages paid 

to an individual and the self-employment income derived 

by him was not less than $200. 

" (e) (1) An individual's 'weekly disability benefit' 

24_ shall, subject to the provisions of section 205 (d) , be the 

25 amount appearing in -column B, C, ID, or E of the following 
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1table, as determined by the number of his dependents, on 

2 the line on -which there appears, in column A, the wage 

3 interval which includes the amount of his wages paid in~ 

4 that quarter of his base period in which the total oflhis wages 

5 was highest. For purposes of this paragraph the number 

6 of dependents of an individual shall be determined for a 

7 benefit year as of the first day of such benefit year: 

"'TABLE 

A B C D E F 

Benefit Benefit Benefit Benefit 
amount amount amount amount 

Highest quarterly wages Without with 1 with 2 with 3 Qualifying
depend- depend- depend- or more wages

ents ent ents depend

$130.00-$208.00 ----------- $8 $9. 60 $10. 40 $11. 20 $260

$208.01-$234.00 ----------- 9 10. 80 11. 70 12. 60 351

$234.01-$260.00 ----------- 10 12. 00 13. 00 14.00 390

$260.01-$286.00 ------------ 1 13. 20 14. 30 15. 40 429

$286.01-$312.00 ----------- 12 14.40 15. 60 16. 80 468

$312.01-$338.00-----------13 15. 60 16. 90 18. 20 507

$338.01-$364.00O-----------14 16. 80 18. 20 19. 60 546

$364.01-$390.00 ----------- 15 18. 00 20. 50 21. 00 585

$390.01-$416.00 ----------- 16 19. 20 21. 80 22.40 624

$416.01-$442.00 ----------- 17 20. 40 23. 10 23. 80 663

$442.01-$468.O00-----------18 21.60 24.40 25. 20 702

$468.01-$494.00----------- 19 22.80 25.70 26. 60 741

$494.01-$520.00----------- 20 24.00 27. 00 28. 00 780

$520.01-$546.00----------- 21 25.20 28.30 29.40 819

$546.01-$572.00----------- 22 26.40 29. 60 30. 80 858

$572.01 -$598.00----------- 23 27.60 30. 90 32.20 897

$508.01-$624.00----------- 24 28.80 32.20 33.60 936

$624.01-$651.00----------- 25 30. 00 35.50 35.00 975

$651.01-$679.00 ----------- 26 31. 20 34. 80 36. 40 1, 014

$679.01-$708.00 ----------- 27 32. 40 35.10 37.80 1,053

$708.01-$738.OC ----------- 28 33. 60 36. 40 39. 20 1, 092

$738.01-$769.00- - .-------- 29 34.80 37. 70 40. 60 1, 131

$769.01-$801.00o-----------30 36.00 39. 00 42.00 1, 170

$801.01-$834.00 ----------- 30 37. 20 40. 30 43.40 1, 209

$834.01 and more ---------- 30 38. 40 41. 60 45. 00 1, 248
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"(2) (A) In any case in which the amount of an 

individual's weekly disability benefit in any benefit year 

exceeds 6 per centum of the amount of his wages paid in 

that quarter of his ba~se p-eriod in which the total of his wage's 

was highest, such weekly disability benefit shall be reduced 

to such percentage of such amount. 

"(B) If an individual's weekly disability benefit, after 

reduction (if any) under paragraph (A), is not a multiple 

of $1, it shall be raised to the next higher multiple of $1. 

" (3) For purposes of this subsection, the term 'depend

ent' means, with respect to an individual, an unmarried child 

(including a stepchild or adopted child) who is under the 

age of eighteen or is under an extended disability which has 

continued for a period of not less than six consecutive calen

dar months, and who is living in the same household with 

such individual or receiving regular contributions toward his 

support from such individual; and a wife who is living ini 

the same household with such individual and who is not 

regularly engaged in rendering services for remuneration ~or 

in any occupation for profit.. 

"(4) The maximum of the weekly disability benefits to 

which an individual shall be entitled in any benefit year shall 

be an amount equal to twenty-six. times his weekly disability 

H. IR.2893-3, 
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1 benefit. In the case of any individual who, prior to the 

-2 terniination of a continuous period of disability during. part 

S of which he was entitled to weekly disability benefits, reaches 

the maxi oil wee hrn ai eanhis rm disability o 

the end of his benefit year and is not an insured individual 

6 under section 205 (d) for purposes of a new benefit year, 

7 if he is not entitled to primary insurance benefits and if at 

8 the beginning of'such continuous period of disability he was 

9 insured'under the provisions of section 205 (c), he shall, 

10 notwithstanding the first sentence of this subsection, be en

11 titled to weekly disability benefits until such period ends or 

12 has lasted for six consecutive calendar months, whichever 

13 first occurs. 

14 " (f) An individual's 'maternity benefit' for any week 

15 shall be the same amount as she would receive if she were 

1'6 entitled to a weekly disability benefit for such week. 

17? "(g) Subject to such limitations as may be prescribed 

1.8 by regulations, the Administrator shall upon application 

19 recompute the amount of any monthly benefits but only if 

20 (1) the number of consecutive months -for,which the indi

21 vidual, 'with respect to whose wages or self-employment in

22 come such benefits are payable, has received benefits under 

23 section 201 (a) (1) is less than six, (2) such individual 

24 has a year of coverage for a calendar year after 1949 and, 

25 after the date of the last previous computation or recomputa
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1 tion of his primary insurance benefit, and (3)' such recoin

2 putation will result in a higher average monthly wage for 

3 such individual. This subsection shall not authorize the 

4 payment of a recomputed benefit for any month prior to 

5 the month in which application for the recomputation 'is 

6 filed. In recomputing the amount of any individual's aver

7 age monthly wage pursuant to this subsection, the year in 

8 which application for such recomputation is filed may not be 

9 included as a year of coverage, but the year in which he 

10 died and the year in which he became entitled to primary 

11 insurance benefits may be included if they meet the require

12 ments of subsection (d) of this section. 

13 " (h) The amount of any monthly benefit computed 

1-i under this section or section 201 which, after reduction~un

15 der section 206, is not a multiple of $0.10 shall be raised to 

16 the next higher multiple of $0. 10 and such increase shall 

17 not be limited by any of the provisions of such section 206. 

18 "COVERAGE PROVISIONS 

19 "SEC. 203. For purposes of this title

20 " (a) (1) The term 'wages' means all remuneration 

21 for employment, including the cash value of all remunera

22 tion paid in any medium other than cash and including 

23 gratuities received after 1949 by an employee in the. course 

24 of his employment from persons other than the person em

25 ploying him, except that such term shall not include
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1 "(A) that part of the remuneration paid prior to 

2 January 1, 1950, which would be excluded under the 

3 provisions of section 209 (a) (1) of this Act as in 
,4 effect pirto 't-e Soll ic Amendnnents of 1949: 

5 "(B) that part of the remuneration which, after 

6 remuneration equal to $4,800 with respect to employ

7 ment has been paid to an individual during any calendar 

8 year after 1949, is paid to such individual during such 

9 calendar year; 

10 " (C) the amount of any payment under an insur

11 ance policy or from a trust fund, or from such other 

12 separate funded account as may be determined by 

13 regulations of the Administrator, made after December 

14 31, 1949, to, or on behalf of, an employee under a plan 

15 or system established or agreed to by an employer which 

16 mak~es provision for his employees generally or for 

17 a, class or classes of his employees (including any 

18 amount paid after such date by an employer for insur

19 ance or annuities, or into a fund, to provide for any 

20 such payment) (i) on account of death, but only if 

21 the employee (I) has not the option to receive, instead 

22 of provision for such death benefit, any part of such 

23 payment -or,-if such death benefit is insured, any part 

-24 of the premiums (or contributions to premiums) paid by 

25 his employer, and (II) has not the right, under the 
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1 provisions of the plan or system or policy of insurance 

2 providing for such death benefit, to assign such benefit, 

3 or to receive a cash consideration in lieu of such benefit 

4 either upon his withdrawal from the plan or system 

5 providing for such benefit or upon termination of such 

6 plan or system or policy of insurance or of his employ

7 ment with such employer, or (ii) on account of sick

8 ness or accident disability, or medical and hospitaliza

9 tion expenses in connection with sickness or accident 

10 disability; 

11 "(ID) payments made after December 31, 1949, 

12 to an employee (including any amount paid after such 

13 date by an employer for insurance or annuities, or into 

14 a fund, to provide for any such payment) on account 

15 of retirement; 

16 "(E) payments (other than those specified in sub

17paragraph (C) ) made after December 31, 1949, by an 

18 employer for sickness or accident disability, or medical 

19 and hospitalization expenses in connection with sickness 

20 or accident disability, after the expiration of six months 

21 following the month in which the employee stopped 

22 rendering services for such employer; 

23 " (F) the payment made after December 31, 1949, 

24 by an employer (without deduction. from the remunera

25 tion of the employee) of any tax or contribution required 
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1 from an employee under any Federal or State social 

2 insurance law; 

S "(G) the value of services exchanged after Decem-

ber 31, 1949, for othier services; 

5 " (HI) remuneration paid in any quarter after IDe

6 cember 31, 1949, to an employee by an employer for 

,, service performed by such employee for such employer 

8 in connection with the employer's operation of a farm 

9 or not in the course of the employer's trade or business, 

10 if such remuneration is less than $25. 

11 " (2) (A) The term 'self-employment income' means 

12 (subject to the provisions of subparagraphs (B) , (C), and 

13 (D) ) the gross income (as computed under section 22 of the 

14 Internal Revenue Code) derived, during any contribution 

15 year (within the meaning of the Federal Self-Employment 

16 Contributions Act) which begins after 1948, by an individual 

17 from a trade or business carried on within the United States, 

18 less the deductions allowed in computing net income by sec

19 tion 23 of such code which are attributable to such trade 

20 or business (other than the deductions allowed by section 

21 23 (s) of such code) . 

22 " (B) In computing self-employment income, the fol

23 lowing shall not be included: 

24 "(i) Rentals from real estate, unless received in 

25 the course of the individual's trade or business as a real 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

39


estate dealer, or received from the operation of a room

ing house or hotel which is operated primarily for the 

production of income; 

"(ii) ~Gains from the sale or exchange of capital 

assets (as defined in section 117 of the Internal Rev

enue Code) , or of real property used in the individual's 

trade or business, or of property, other than capital 

assets, which is subject to the allowance for depreci

ation provided in section 23 (1) of such code; 

" (iii) Income derived by an individual from the 

performance of services as an employee; 

"(iv) Income derived by a duly ordained, corn

missioAed, or licensed ntinister of a church in the exor

cise of his ministry or by a member of a religious order 

in the-exercise of duties required by such order; 

" (v) Income derived from a trade or business 

during a twelve-monthi contribution year by an indi

vidual whose gross income for such year as computed 

tinder section 22 of the Internal Revenue Code is less 

than $500 or for whom the amount computed under 

paragraph (A) and the preceding subparagraphs of 

this paragraph is less than $200 for such year: Pro

vided, That the Administrator shall by regulation pre

.24 scribe the minimum gross income and the minimum 

25 amount computed uinder paragraph (A) and the pre
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I ceding subparagraphs of this paragraph which are 

2 necessary for the purposes of this subparagraph in the 

3 case of a contribution year of less than twelve months 

4 so that result consistent wIth1 th foeon prvsin 

5 of this subparagraph may be obtained; 

6 "' (vi) That part of the amount computed under 

7 paragraph (A) and the preceding subparagraphs of 

8 this paragraph for a twelve-month contribution year 

9 for an individual which,, when added to the wages paid 

10 to such individual during such year, exceeds $3,000 in 

11 the case of a contribution year which begins prior to 

12 January 1, 1950, or $4,800 in the case of a contribu

13 tion year which begins on or after such date: Provided, 

14 That the Administrator shall by regulation prescribe 

15 the maximum amount for purposes of this subparagraph 

16 in the case of a contribution year of less than twelve 

17 months so that results consistent with the foregoing pro

18 visions of this subparagraph may be obtained. 

19 "(C) In computing self-employment income under this 

20 title, no deduction shall be allowed with respect to losses 

21 from the sale or exchange of capital assets (a~s defined in 

22 section 117 of the Internal Revenue Code) , or of real prop

~23 erty used in an individual's trade or business, or of property, 

24 other than capital assets, which is subject to the allowance for 

25 depreciation provided in section 23 (1) of such code. 
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"I)In the case of a trade or business carried on by a. 

husband and his wife, or by either of them, the income de

rived therefrom shall, regardless of the treatment of such 

income under section 12 (d) of the Internal Revenue Code 

or under applicable State law, be treated as the income of 

the spouse who has the management and control of such 

trade or business. If both spouses have the management and 

control of such trade or business (other than as partners) 

so much of the income therefrom as is attributable to the 

services and property of each spouse shall, regardless of the 

treatment of such income under such section 12 (d) or under 

applicable State law, be treated as the income of such spouse. 

"(b) The term 'employment' means any service per

formed after December 31, 1936, and prior to January 1, 

1940, which was employment as defined in section 210 (b) 

of the Social Security Act prior to January 1, 1940 (except 

service performed by an individual after he attained the age 

of sixty-five if performed prior to January 1, 1939), and any 

service performed after December 31, 1939, and prior to 

January 1., 1950, which was employment as defined in sec

tion 209 of the Social Security Act as in effect at the time 

the service was performed, and any service of whatever 

nature performed after December 31, 1949, either (A) by 

an employee for the person employing him, irrespective of 

'the citizenship or residence of either, (i) within the United 
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1 States, or (ii) on or in connection with an American vessel 

2 or American aircraft under a contract of service which is 

3 entered into within the United States or during the perform

4 anice of which It-he ves-sel or aircraft touches a p)oint in the 

5United States, if the employee is employed on and in con

6 nection with such vessel or aircraft when outside the United 

7 States, or (B) outside the United States by a citizen or 

8 resident of the United States as an employee for an Ameri

9 ican employer (as defined in section 203 (g) ), except

10 "(1) Service performed by an individual in the 

.11 employ of his son, daughter, or spouse, and service 

12 performed by a child under the age of twenty-one in 

13 the employ of his father or mother; 

14 "(2) Service performed by an individual on or in 

15 connection with a vessel not an American vessel, if the 

16 individual is employed on and in connection with such 

17 vessel when outside the United States; 

18 " (3) Service performed by an individual on or in 

19 connection with an aircraft not an American aircraft, 

20 if the individual is employed on and in connection with 

21 such aircraft when outside the United States; 

22 " (4) (A) Service in the employ of the United 

23 States (other than service in the active military or 

24 naval service of the United States), or in the employ 

25 of an instrumentality of the United States which (i)i is 
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1 wholly owned by the United States or (ii) is exempt 

2 from the contribution imposed by section 1410 of the 

3 Internal Revenue Code by virtue of any other provision 

4 of law, if such service is covered by a retirement system 

5 of the United States or of such instrumentality (which 

6 system is established by or pursuant to any law of the 

7 United States) , or if such service is performed by the 

8 President or Vice President of the United States or by 

9 any member or employee of the legislative branch 

10 of the Government; and (B) for purposes of eligi

11 bility for any amount of benefits under subsection (-k) 

12 or (1) of section 201, service (other than service in the 

13 active militaiy or naval service of the 'United States ), 

14 performed in the employ of the United States or of 

15 an instrumentality which (i) is wholly owned by the 

116 United States, or (ii) is exempt from the contribution 

17 imposed by section 1410 of the Internal Revenue Code 

18 by virtue of any other provision of law; 

19 " (5) Service (other than service included under 

20 an agreement under section 204) performed in the 

21 employ of a State or any, political subdivision thereof, 

22 or arty instrumentality of any one or more of the fore

23 going which is wholly owned by one or more States 

24 or political subdivisions; and service (other than serv

25 ice included under an agreement under section 204) 
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1 performed in the employ of any instrumentality of one 

2 or more States or political subdivisions to the extent 

S that the instrumentality is, with respect to such service, 

4 immune under the Constitution of the. United States 

5 from the contribution imposed by section 1410 of the 

6 Federal Insurance Contributions Act; 

1 "(6) Service performed by a duly ordained, comn

8 missioned, or licensed minister of a church in the exer

9 cise of his ministry or by a, member of a religious order 

10 in the exercise of duties required by such order; 

Ii " (7) Service performed by an individual as an 

12 employee or employee representative as defined in sec

13 tion 1532 of the Internal Revenue Code; 

14 " (8) (A) Service performed in any calendar 

15 quarter in the employ of an organization exempt from' 

16 income tax under section 101 of the Internal Revenue 

17 Code, if the remuneration for such service is less than 

is $50; 

19 "(B) Service performed in any calendar quarter 

20 in the employ of a school, college, or university if such 

21 service is performed by a student who is enrolled and 

22 is regularly attending classes at such school, college, 

23 or university, and the remuneration for such service 

24 (exclusive of room, board, and tuition) is less than $50; 

25 "(9) Service performed in the employ of a foreign 
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government (including service as a consular or other 

officer or employee or a nondiplomatic representative) ; 

" (10) Service performed in ,the employ of an 

instrumentality wholly owned by a foreign government

"(A) if the service is of a character similar 

to that performed in foreign countries by employ~

ees of the United States or of an instrumentality 

thereof; and 

"(B) if the Secretary of State shall certify 

to the Secretary of the Treasury that the foreign 

government, with respect to whose instrumentality 

and employees thereof exemption is claimed, grants 

an equivalent exemption with respect to similar 

services performed in the foreign country by 

employees of the United States and of instrumen

talities thereof ; 

" (11) Service performed in the employ of an inter

national organization entitled to enjoy privileges, 

exemptions, and immunities as an international organ

ization. under the International Organizations Immuni

ties Act (59 Stat. 669) . 

" (c) (1). With respect to service included as employ

ment under this section which is performed in the employ 

of the United States or in the employ of any instrumentality 

which is wholly owned by the United States (including serv
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1 ice performed by a civilian employee, not compensated from 

2 funds appropriated by the Congress, in the Army Exchange 

3- Service, Army Motion Picture Service, Naval Ship's Service 

4 Stores, Marine Corps post exchanges, or other activities con

5 ducted by an instrumentality of the United States subject 

6 to the jurisdiction of the Secretary of Defense at installations 

7 of the National Military Establishment for the comfort, 

8 pleasure, contentment, and mental and physical improvement 

9 of personnel of such Establishment), the Federal Security 

10 Administrator shall not make determinations as to whether 

1.1 an individual has performed such service, the periods of such 

12 -service, the amounts of remuneration for such service which 

13 constitute 'wages' under the provisions of this section, or the 

14 periods in which or for which such wages were paid, but 

15 shall accept the determinations with respect thereto of the 

16 head of the appropriate Federal Agency or instrumentality, 

17 and such agents as such head may designate, as evidenced 

18 by returns filed by such head as an employer pursuant to the 

19 Federal Insurance Contributions Act and certification made 

20 pursuant to this subsection. Such determination's shall be 

21 final and conclusive. 

22 "(2) The -head of any such agency or 'instiumentality-is 

23 authorized and directed, upon written request of the Fedeiial 

24 Security Administrator, to make certification to himi with 

25 respect to any matter determinable for the Administrator by 
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1 such head under this subsection, which the Administrator 

2 finds necessary in administering this title. 

3 "(3) With respect to service in the active military or 

4 naval service of the United States, the term 'wages' shall 

5 include allowances paid for the benefit of the individual per

6 forming such service, but shall not include allowances 

7 attributable to his dependents. 

8 "(4) In any case in which any payment is made to or 

9 with respect to an individual under any plan or system of 

10 the military or naval forces of the United States on account 

11 of active service in such forces, and on account of the death 

12 or retirement (including retirement on account of disability) 

13 of such "individual, which plan or system is established by 

14 any. law of the United States, the wages received by such 

15 individual for such active military or naval service shall not 

16 be counted in determining entitlement to or amount of any 

117 benefit payable, with respect to such individual's wages or 

18 sell-employment income, for any month beginning with the 

19 first month for which such payment under such plan or 

20 system is paid. 

21 "(5) For purposes of this section and section 201, the 

22 term 'active military or naval service of the United States' 

23 includes active service as a member of the Coast Guard 

24 (whose pay is governed by -the Pay Readjustment Act of 

25 1942 (37 U. S. 0., ch. 2) ) or as a commissioned officer of 
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1 the Coast and Geodetic Survey or the Public Health Service; 

2 and the term 'military or naval forces of the United States' 

3 includes the Coast Guard, Coast and Geodetic Survey, and 

4 Public Health Service. 

5 " (d) If the services performed during one-half or more 

6 of any pay period by an employee for the person employing 

7 him constitute employment, all the services of such employee 

8 for such period shall be deemed to be employment; but if 

9 the services performed during more than one-half of any such 

10. pay period by an employee for the person employing him do 

11 not constitute employment, then none of the services of such 

12 employee for such period shall be deemed to be employment. 

13 As used in this subsection, the term 'pay period' means a 

14 period. (of not more than thirty-one consecutive days) for 

15 which a payment or remuneration is ordinarily made to the 

16 employee by the person employing him. This subsection 

17 shall not be applicable with respect to services performed in 

18 a pay period by an employee for the person employing him, 

19 where any of such service is excepted by paragraph (7) -of 

20 subsection (b) . 

21 "(e) The term 'farm' includes stock, dairy, poultry, 

22 fruit, fur-bearing animal, and truck farms, plantations, 

23 ranches, nurseries, ranges, grenhouses or other similar struc

24 tures used primarily for the raising of agricultural or horti

25 cultural commodities, and orchards. 
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1~ (f) The term 'American vessel' means any vessel


2 documented or numbered under the laws of the United States 

3 and. includes any vessel which is neither documented nor 

4 numbered unde~r the laws of the United States nor docu

5 mented under the laws of any foreign country, if its 

6 crew is employed solely by one or more citizens or residents 

7 of the United States. or corporations organized under the 

8 laws of the United States or of any State; and the term 

9 'American aircraft' means an aircraft registered under the 

10 laws of the United States. 

11 " (g) The term 'American employer' means (1) the 

12 United States, (2) an individual who is a resident of the 

13 Ujnited States, (3) a partnership-composed solely of persons 

14 who are residents of the United States, (4) a trust, all of the 

15 trustees of which are residents of the United States, (5) a 

16 corporation organized under the laws of the United States or 

17 of any State, or (6) a corporation doing business within the 

18 United States. 

19 "tVOLUNTARY AGREEMENTS FOR COVERAGE OF STATE AND 

20 LOCAL EMPLOYEES 

21 "SEc. 204. (a) The Administrator shall, at the re

22quest of any State, enter into an agreement with such State, 

23 as provided in this section, for the purpose of extending the 

24 protection of the retirement, survivors, and disability insur-

If. R. 2893
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1 ance system to services performed by indivdiuals as em

2 ployees of such State or any political subdivision thereof, or 

3 of any instrumentality of any one. or more of- the foregoing, 

4 which are not included as employment uider this title solely 

5 by reason of section 203 (b) (5). 

6 "(b) Each such agreement may contain such provi

7 sions as the Administrator and the State -shall 'agree upon, 

8 but shall provide

9 "(1) that benefits' will be provided for the em

10 ployees whose services are covered by the agreement 

11 (and their dependents and survivors) on the same basis 

12 as though such services constituted employment as de

13 fined in section 203 of this Act; 

14 "(2) that the State will pay to the -Secretary of 

15 the Treasury, at, such time or times as the Adminis

16 trator may by regulation prescribe, amounts equivalent 

17to the sum of, the contributions which would be required 

18 by sections 1400 and 1410 of the Federal Insurance 

19 Contributions Act if the services of employees covered 

20 by the agreement constituted employment as defined 

21 in section 1426 of such Act; 

22 "(3) that the State will comply with such regula

23 tions relating to payments, and reports as the Admin

24 istrator may prescribe to carry ~out the purposes of this 

section;
25 



1 "(4) that such agreement shall be effective with 

2 respect to services performed after a date specified 

3 therein, but in no case prior to January 1, 1950, and in 

4 no case (other than in the case of an agreement entered 

5 into prior to January 1, 1952) prior to the first day 

6 of the calendar year in which such agreement is entered 

7 into; 

8 "(5) that the State may terminate the agreement 

9at the end of any calendar quarter in its entirety, or 

10 with respect to its own employees, or with respect to 

11 the employees of any political subdivision or instru

12 mentality, upon giving two years' advance notice in 

13 writing to the Administrator, but only if the agreement 

14 with the State has been in effect for not less than five 

15 years prior to the receipt of such notice; 

16 "(6) in case such agreement includes the services 

17 of any employees of the State, that the services per

18 formed in the employ of the State by all employees 

19 thereof, other than those whose services are excluded 

20 pursuant to subsection (c) of this section, shall be in

21 cluded under such agreement; 

22 " (7) in case such agreement includes the services 

23 of any employees of a political subdivision of the State, 

24 that the services performed in the employ of such sub

25 division by all employees thereof, other than those whose 



52


1 services are excluded pursuant to subsection (c) of this 

2 section, shall be included under such agreement; 

3 " (8) in case such agreement includes the services 

4 of any employees of an instrumentality of the State, or 

5 of a political subdivision thereof, or of an instrumentality 

6 of any two or more of the foregoing, that the servic es 

7 performed in the employ of such instrumentality by all 

8 employees thereof, other than those whose services are 

9 excluded pursuant to subsection (c), shall be included 

10 under such agreement. 

11 " (c) (1) Such agreement shall provide, if the State 

12 requests it, for the exclusion of services performed, by em

13 ployees of the State or any political subdivision thereof, or 

14 of any instrumentality of any one or more of the foregoing, 

15 in positions covered by a pension, annuity, retirement, or 

16 similar fund or system established by the State, or by such 

17 subdivision or instrumentality. Such agreement shall not 

18 provide for the inclusion of (A) any such services, if per

19 formed by an individual in the course of his employment as 

20 a policeman or fireman, or (B) any other services in posi

'21 tions covered by such a fund or system unless the State cer

22 tifies that the employees performing such services have had 

23 an opportunity, not more than one year prior to the effective 

24 date of the agreement, to express their desires to be excluded 
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from or included under the agreement in a written refer

endum. 

" (2) Such agreement shall also provide, if the State 

requests it, for the exclusion, in the case of employees of 

the State or any political subdivision thereof, or of any 

instrumentality of any one or more of the foregoing, of 

services in any class or classes of elective positions, part-

time positions, or positions the compensation for which is 

on a fee basis or of any services of an emergency nature. 

"1(3) Notwithstanding the provisions of paragraph (2), 

the Administrator shall, at the request of a State, modify the 

agreement with such State to include, in the case of em

ployees of the State or any political subdivision thereof, or 

of any instrumentality of any one or more of the foregoing, 

services (previously excluded) in any class or classes of 

elective positions, part-time positions, or positions the corn

pensation for which is on a fee basis or -any services of an 

emergency nature. 

"(4) The Administrator shall, at the request of a State, 

modify the agreement with such State to include services 

excluded from the agreement (other than those excluded 

from the agreement pursuant to paragraph (1) or (2) 

hereof) because it did not previously apply to employees 

of the State or because such services were performed by 
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1 employees of a political subdivision or instrumentality to 

2 which such agreement did not previously apply. 

3 " (5) The Administrator shall, at the request of a State, 

4 modify the agreement with such State to include all the 

5 services excluded under paragraph (1) which are covered 

6 by any one retirement, pension, annuity, or similar fund 

7 (other than services included in, clause (A) thereof), but 

8 only if the referendum referred to in such paragraph is 

9 held not more than one year prior to the effective date of 

10 the modification. 

11 " (6). Any modification of an agreement pursuant to 

12 paragraph (3), (4), or (5) hereof shall be effective on 

13 a date specified in such modification, but in no case prior 

14 to January 1, 1960, and in no case (other than in the case 

1-5 of a modification agreed to prior to January 1, 1952) prior. 

16 to the first day of the calendar year in which such modifica

17 tion is agreed to by the Administrator and the State. 

is " (d) No agreement under this section with any State 

19 shall be effective with respect to the services of any em

20 ployees of any political subdivision thereof unless (1) such 

21 subdivision has at least ten employees, other than those 

22 whose services are excluded pursuant to subsection (c), Orr 

23 (2) the services of not less than one-fourth of the employees. 

24 of all the, political subdivisions of the State, other than those 
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1 whose services are excluded pursuant to subsection (c) , are 

2 included under the agreement. 

3 " (e) If the Administrator, after reasonable notice and 

4 opportunity for hearing to a State with whoir he has entered 

5 into an agreement pursuant to this section, finds that the 

6 State has failed or is no longer legally' able, to comply sub

'7 stantially with any provision of such agreement, he shall 

8 notify such State that the agreement will be terminated in its 

9 entirety, or with respect to the services, of employees of the 

10 State, of a political. subdivision, or of an instrumentality, as 

11may be appropriate, at such time, not in excess of two years 

12 from the date of such notice, as he deems appropriate unless, 

13 prior to such time, -he finds that there no longer is any such 

14 failure or that the cause for such legal inability has been 

15 removed. 

16 " (f) In case any State does not make, at the time or 

17 times due, the payments provided for under an agreement 

18pursuant to this section, there shall be added, as part of' 

19 the amounts due, interest at the rate of 6 per centum per 

20 annum from the date due until paid, and the Administrator 

21 may,, in his discretion, deduct such amounts plus interest 

22 from any amounts certified to the Secretary of the Treasury 

23 for payment to such State- under any other provision of 
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1 this Act. Amounts equal to the amounts so deducted are 

2 hereby appropriated to the Trust Fund. 

3 " (g) If any agreement entered into under this section 

4 between the Administrator and a State is terminated in its 

5 entirety or 'with respect to the services of the employees of 

6 the State, any -political subdivision, or any instrumentality, 

7 the Administrator and such State may not again enter into 

8 an agreement pursuant to this section, or may not thereafter 

9 modify such &greement to 'Include the services of any em

10 ployees of the State or such subdivision or instrumentality, 

11 as the case may be. 

12 "(h) (1) All amounts received by the Secretary -of 

13 the Treasury under an agreement made pursuant to this 

14 section shall be deposited in the Trust Fund. 

15 " (2) If more or less than the correct amount due under 

16 an agreement made pursuant to this section is paid with re

17 spect to any payment of remuneration, proper adjustments 

-18 with respect to the amounts due under such agreement shall 

-19 be made, without interest, in such manner and at such times 

20 as may be prescribed by regulations of the Administrator. 

21 " (3) If an overpayment cannot be adjusted under para

22 graph (2), the amount thereof and the time or times it 

23 is to be paid shall be certified by the Administrator to -the 

24 Managing Trustee, and the Managing Trustee, through the 

25 Fiscal Service of the Treasury Department and prior to any 
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action thereon by the General Accounting Office, shall make 

payment in accordance with such certificaition. The Man

aging Trustee shall not be held personally liable for any 

payment or payments made in accordance with a certifica

tion by the Administrator. 

" (i) Regulations of the Administrator to carry out the 

purposes of this section shall be designed to make the require

ments imposed on States pursuant to this section the same, 

so far as practicable, as those imposed on employers pur

suant to the Federal Insurance Contributions Act. 

" (j) In the case of an instrumentality of two or more 

States, the Administrator is authorized to make such agree

ment to carry out the purposes of this section as -maybe 

satisfactory to all parties concerned. To the extent prac

ticable, such agreement shall be consistent with the other 

provisions of this section and such provisions shall be appli

cable to the services included under such agreement. 

"(k) The Administrator is authorized, pursuant to 

agreement with the head of any Federal agency, to dele

gate any of his functions under this section to any officer or 

employee of such agency and otherwise to utilize the serv

ices and facilities of such agency in carrying out such func

tions, and payment -therefor shall be in advance or by way 

of reimbursement, as may be provided in such agreement. 

" (1) For the purposes of this section the term 'employee' 
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1 'includes an officer of a State, political subdivision, or instru

2 mentality. 

3 "9ELIGIBILITY FOR BENEFITS 

4 "Si~c. 205. (a) An individual shall be deemed to be 

5 insured for purposes of retirement and survivors benefits 

6 and lump-sum death payments if it appears to the satisfac

7 tion of the Administrator that

8 "(1) he had not less than one quarter of coverage 

9 for each four of the quarters elapsing after 1936 or 

10 after the quarter in which, he attained age twenty-one,. 

11 whichever is later, and in no case less than six quarters 

12 of coverage, excluding from such elapsed quarters (A) 

130 (i} the quarter in which such individual attained the age 

14, of sixty-five if a male, or the age of sixty if a female, and 

15 any quarter thereafter, or (ii) if he died before attaining 

16 such age, the quarter in which he died and any quarter 

17 thereafter; and (B) any quarter in a period of extended 

18 disability (as defined in section 208 (i) except the 

19 initial quarter in such period if such quarter is a quarter 

20 of coverage, or 

21 " (2) he has at least forty quarters of coverage. 

22 "(b) An individual shall also be deemed to be insured 

23- for purposes of lump-sum death payments and survivors 

24 benefits under subsection (c) or (e) of section 201 if it 

25 appears to the satisfaction of the Administrator that he had 
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acquired not less than six quarters of coverage during the 

period consisting of the quarter in which he died and the 

twelve calendar quarters immediately preceding such quar

ter, excluding from the count of such twelve quarters any 

quarter in a period of extended disability except the initial 

quarter in such a period if such quarter is a quarter of 

coverage. 

" (c) An individual shall be deemed to be insured for 

purposes of benefits on account of extended disability under 

section 201 (a) (2) if it appears to the satisfaction of the. 

Administrator that

" (1) he had not less than six quarters of coverage, 

during the period[ consisting of (A) the, quarter in which 

his disability began, and (B) the twelve calendar quar

ters irmmediately preceding such quarter; and 

" (2) he had not less than twenty quarters of cover

age during the forty calendar-quarter period which ends 

with the qua~rter in which his disability began; 

excluding from the count of the twelve calendar quarter 

period in clause (1) and the forty calendar quarter period 

in clause (2) any quarter in a period of extended disability 

except the initial quarter of such period if that quarter is a 

quarter of coverage. 

" (d). (1) An individual shall be deemed to be insured 

for purposes of weekly disability benefits, under section 
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201 (k) if he has been paid wages during his base period 

totaling not less than the amount in column F of the table 

in section 202 (e) on the line on which, in column A, 

there appears the wage interval which includes the amount 

of his wages paid in that quarter of his base period in 

which the total of his wages was highest; except that if any 

individual has not been paid such an amount during his 

base period he shall be deemed insured for purposes of such 

benefits, but his weekly disability benefit shall be the 

amount appearing in column 11, C, D, or E, as is appro

priate, on the line on which there appears, in column F, 

the total of his wages in his base period or, if such total 

falls between two amounts in such column F, on the line 

on which there appears the lower of such two amounts in 

such column. Notwithstanding the foregoing provisions of 

this paragraph, an individual shall not be deemed to be 

insured for purposes of such weekly disability benefits unless 

he has been paid remuneration for employment in at least 

two quarters of his base period. 

" (2) An individual's 'base period' means the four corn

pleted calendar quarters immediately preceding the fourth 

calendar month prior to the month in which his benefit 

year begins. 

" (3) An individual's 'benefit year' means the one

.25 year period beginning with the day as of which he first 
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files application under section 201 (k) on the basis of which 

he can become entitled to benefits or receive credit for a 

waiting week under such section, and thereafter the one-year 

period beginning with the day as of which he next files such 

an application for benefits under such section 201 (k) 

after the end of his last preceding benefit year. 

" (e) As used in this title, the term 'quarter' and the 

term 'calendar quarter' mean a period of three calendar 

months ending March 31, June 30, September 30, or Decem

ber 31, and the term 'quarter of coverage' means a calendar 

quarter in which the individual has been paid not less than 

$50 in wages and any other calendar quarter determined 

to be a quarter of coverage under subsection (g) ; except that. 

no quarter in a period of extended disability (other than the 

initial quarter of such period) may be a quarter of coverage. 

When the number of elapsed quarters specified in subsection 

(a) of this section is not a multiple of four, for purposes of 

such subsection such number shall be reduced to the next 

lower multiple of four. In any case where an individual in 

a calendar year prior to 1950, has been paid $3,000 or more 

in wages, has derived self-employment income of $3,000 or 

more, or has been paid wages and has derived self-employ

ment income which totals $3,000 or more, and in any case 

in which an individual in a calendar year after 1949, has been 

paid $4,800 or more in wages, has derived self-employment 
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1 income of $4,800 or more, or has been paid wages and has 

2 derived sell-employment income which total $4,800 or more, 

3 each quarter of such year following his first quarter of coy

4 erage shall be deemed a quarter of coverage, except any 

5 quarter in such year succeeding the quarter in which he died 

6 or became entitled to a primary insurance benefit under sec

7 tion 201 (a) (1), and any quarter in a period of extended 

8 disability (other than the initial quarter in such period). 

9 " (f) With respect to wages paid to. an individual in 

10 the six-month periods commencing either January 1, 1937, 

11 or July 1, 1937, (1) if wages of not less than $100 were 

:12 paid in any such period, one-half of the total amount thereof 

13 shall be deemed to have been paid in each of the calendar 

14 quarters in such period; and (2) if wages of less than $100 

15 were paid in any such period, the total amount thereof 

16 shall be deemed to have been paid in the latter quarter of 

17 such period; except that, if in any such period the indi

18 vidual attained age sixty-five, all of the wages paid in such 

19 period shall be deemed to have been paid before such age 

20 was attained. 

21 "(g) An individual shall not be credited, for self

22 employment income derived during a calendar year, with 

23 any quarters of coverage if such income is less than $200 

24 but shall be credited with one quarter of coverage if such 

25 income is not less than $200 but is less than. $400; with 
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1 two quarters of coverage if such income is not less than 

2 $400 but is less than $600; with three quarters of coverage 

3 if such income is not less than $600 but is less than $800; 

4 and with four quarters of coverage if such income is not 

5 less than $800; except that the sum of such quarters of 

6 coverage and the quarters of coverage credited an individual 

'7 by reason of the receipt of wages may not exceed four in any 

8 calendar year. In case the contribution year with respect 

9 to which contributions are imposed under the Federal Self

10 Employment Contributions Act on an individual's self

11 employment income is not a calendar year, there shall, for 

12 purposes of this title, be allocated to each calendar year a 

13 portion of which is included in such contribution year the 

14 same proportion of such income as the number of months 

15 which are months both of such calendar year and such con

16 tribution year bears to the number of months in such con

17 tribution year; and for purposes of this title, income so 

18 allocated to a year shall be deemed to have been derived 

19 during such year. The Administrator shall by regulation 

20 prescribe the method for determining the calendar quarters 

21 of a year which shall be regarded as quarters of coverage 

22 hereunder or to which self-employment income derived 

23 during a year shall be allocated, except that such income 

24 may not be allocated for any individual to any quarter fol

25 lowing that in which he died or following the initial quarter 



1 in a period of extended disability, nor may any quarter 

2 following that in which he died or following the initial 

3 quarter in a period of extended disability be.-regarded as 

4 a quarter of coverage, and except that no allocation of 

5 such income pursuant to this subsection to any calendar 

6 quarter may be effective prior to the beginning of such 

7 quarter. 

8 " (h) Notwithstanding the provisions of section 202 

9 and the preceding provisions of-this section, any wages for 

10 services to which the provisions of section 1412 of the In

11 ternal Revenue Code, as amended, are applicable shall, for 

12 purposes of entitlement to and amount of any benaefits under 

13 this title, be reduced by one-half except to the extent that 

1-4 payments are made with respect to such wages pursuant to 

15 such section 1412. 

16 "4REDUCTION OF BENEFITS 

17 "SEC. 206. (a) Whenever the total of monthly bene

18 fits under section 201, payable for a month with respect to 

19 the wages or self-employment income of an individual, ex

20 ceeds $150, or exceeds 80 per centum' of his average monthly 

21 wage (as defined in section 202 (b) (2) ), such total of 

22 benefits shall, prior to any deductions under this section, be 

23 reduced to $150 or to 80 per centum of his average monthly 

24 wage, whichever is the lesser. Whenever a decrease of ihe 

25 total of benefits for a month is made under this subsection, 
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1 each benefit, except the primary insurance benefit, shall be 

2 proportionately decreased. 

3 " (b) Deductions, in such amounts and at such time or 

4 times as the Administrator shall determine, shall be made 

5 from any payment or payments to which an individual is 

6 entitled under this title, until the total of such deductions 

7 equals such individual's benefit or benefits under subsection 

8 (a) (1), (b), (c) (1), (d), (e), or (f) of section 201 

9 for any month inwhich such individual

.10 "(1) (A) rendered services in employment (as 

11 defined in section 203 (b) ) for remuneration of more 

12 than $50; or 

13 " (B) engaged in self-employment resulting in not 

14 earnings of more than $50; or 

15 " (C) rendered serivices in employment for remu

16 neration of $50 or less and engaged in self-employment 

17 resulting in net earnings which, when added to such 

18 remuneration, totals more than $50; or 

19 " (2) if a wife under age sixty entitled to a wife's 

20 insurance benefit, did not have in her care (indi

21 vidually or jointly with her husband) a child of her 

22 husband entitled to receive a child's insurance benefit; or 

23 " (3) if a widow entitled to a mother's insurance 

HI. R. 2893-5 
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benefit, did not have in her care a child of her deceased 

husband entitled to receive a child's insurance benefit; or 

"(4) if a former wife divorced entitled to a mother's 

insurance benefit, did not have in her care a child of 

her deceased former husband who (A) is her son, 

daughter, or legally adopted child and (B) is entitled 

to receive a child's insurance benefit with respect to 

the wages or self-employment income of her deceased 

former husband. 

For purposes of paragraph (1) of this subsection, the Ad

mninistrator shall by regulation prescribe the methods and 

criteria for determining whether individuals have engaged' 

in a month in self-employment and for allocating net earn

ings therefrom to months of a, calendar year; and for pur

poses of such paragraph, net earnings from self-employment 

means sell-employment income as computed in accordance 

with section 203 (a) (2), but without regard to the pro

visions of subparagraphs (v) and (vi) of paragraph (B) 

thereof. 

"(c) (1) Deductions, in such amounts and at such time 

or times as the Administrator shall determine, shall be made 

from any payment or payments under this title to which 

an individual is entitled until the total of such deductions 

equals such individual's benefit or benefits under subsection 

(a) (2) , (c) (2) , (h) , or (i) of section 201 for any month 
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I1 in which such individual rendered services for income of 

2 more than $50: Provided, That for any month which oc

3 curs in a continuous period of entitlement to such benefits 

4 under subsection (a) (2) or (c) (2) and prior to the 

5 month in which such individual attains the age of sixty

6 five if a male, or the age of sixty if a female, and during 

7 which such individual is following an approved plan of re-

S habilitation, the Administrator, pursuant to regulations, may, 

9 if in his judgment it will aid in the process of rehabilitation, 

10 (A) relieve such individual from the deductions prescribed 

11 by the preceding provisions of this subsection (and in the 

12 case of an individual entitled to benefits under such subsec

13 tion (a) (2), relieve his spouse or child from the deduc

14 tions prescribed by subsection (d) of this section unless the 

15 income for the services rendered by such individual in such 

16 month is substantially more (as determined by the Admin

17 istrator) than is permitted by such provisions, and (B) 

18 otherwise suspend or modify the operation of this subsection 

19 and subsection (d) of this section, as he may find desirable 

20 in the interest of aiding the process of rehabilitation, but not 

21 for any month after the eleventh month following the first 

22 month for which such suspension or modification is applicable. 

23 "(2) As used in this subsection, the term 'income' 

24 means remuneration for any services (whether or not such 

25 services constitute employment as defined in section 203), 
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and includes net earnings from self-employment determined 

as provided in subsection (b) of this section. 

"(d) Deductions shall be made from any wife's, dis

abled husband's, child's or disabled child's insurance benefit 

to which a wife, husband, or child is entitled, until the 

total of such deductions equals such wife's, disabled hus

band's, or child's or disabled child's insurance benefit or 

benefits for any month in which the individual, with respect 

to whose wages or self-employment income such benefit 

was payable, rendered services or engaged in self-employ

ment as the result of which he suffers a deduction under 

subsection (b) (1) or (c) . 

" (e) If more tha~n one event occurs in any one month 

which would occasion deductions equal to a benefit for such 

month, only an amount equal to such benefit shall be 

deducted. 

" (f) Any individual in receipt (on behalf of himself 

or ano'ther individual) of benefits subject to deduction under 

subsection (b) , (c) , or (d) , because of the occurrence of 

an event enumerated therein, shall report such occurrence 

to the Administrator prior to the receipt and acceptance of 

an insurance benefit for the second month following the 

month in which such event occurred. Any such individual 

having knowledge thereof, who flails to report any such 

occurrence, shall suffer an additional deduction equal to that 
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1 imposed under subsection (b), (c) , or (d) , except that 

2 tihe first additional deduction imposed by this subsection in 

3 the case of any individual shall not exceed an amount equal 

4 to one month's benefit even though the failure to report is 

5 with respect to more than one month. 

6 " (g) Deductions, in such amounts and at such time or 

7 times as the Administrator shall determine, shall be made 

8 from any wife's, child's or disabled child's, or disabled hus

9 band's benefit to which a wife, child, or husband is entitled, 

10 until the total of such deductions equals such benefit or bene

11 fits for any month in which the individual with respect to 

12 whose wages or self-employment income such benefit was 

1.11 payable, if entitled to benefits under section 201 (a) (2) -

14 "(1) failed to submit himself for examination in 

15 accordance with regulations of the Administrator, and 

16 for any month thereafter until he does so submit himself 

17 for examination; or 

18 " (2) refused without good cause to accept re

19 habilitation services after direction by the Admninis

20 trator to do so, and for any month thereafter until he 

21 does accept such services;' 

22 " (3) is outside the U~nited States if the Adminils

23 trator finds that adequate arrangements do not exist 

24 for determining the existence of disability or extended 

25 disability of such individual and for his rehabilitation. 
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1 "(h) Deductions, in such amounts and at such time or 

2 times as the Administrator. shall determine, shall be made 

3 from any payment or payments to which an individual is 

4 entitled under this title, until the total of such deductions 

5 equals such individual's benefit or benefits under subsection 

6 (a) (2) , (c) (2), (h) , (i) , or (k) of section 201 for 

7 any month (or week in the case of subsection (k) ) of en

8 titlement to such benefits in which such individual

9 " (1) failed to submit himself for examination in 

10 accordance with regulations of the Administrator and for 

11 any month (or week) thereafter until he does so submit 

12 himself; or 

13 " (2) refused without good cause to accept rehabili

14 tation services after direction -by the Administrator to 

15 do so and for any month (or week) thereafter until he 

16 does accept such service; or 

17 "(3) is outside the United States if the Administra

18 tor finds that adequate arrangements do not exist for 

19 determining the existence of disability or extended dis

20 ability of such individual and for his rehabilitation. 

21 " (i) (1) Where a benefit or benefits under section 201 

22 are payable with respect to the 'wages or self-employment 

23 income of an individual entitled to benefits under subsection 

24 (a) (2) thereof and a workmen's compensation benefit or 

25 benefits have been or are paid to or with respect to such 
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individual on account of the same disability for the same 

period of time, the total of benefits payable under this title 

for such month with respect to the wages or self-employment 

income of such individual shall be reduced by one-half, or by 

an amount equal to one-half of such workmen's compensa

tion benefit or benefits, whichever is the smaller. In case 

any reduction is made under this paragraph, each benefit 

payable with respect to the individual's wages or self-

employment income (other than the primar~y insurance bene

fit) shall be proportionately reduced, except that if the 

reduction under the preceding sentence of this subsection 

exceeds the total of the reductions in each of the benefits 

under the preceding provisions of this sentence, the primary 

insurance benefit shall be reduced by such excess. 

" (2) Where, for any month, a benefit under subsection 

(c) (2), (h), or (i) of section 201 is payable to an indi

vidual and a workmen's compensation benefit has been or 

is paid to or with respect to such individual on account of 

the same disability for the same period of time, the benefit 

under such subsection shall be reduced by one-half, or by 

an amount equal to one-half of such workmen's compensa

tion benefit, whichever is the smaller. 

" (3) The adjustments under paragraphs (1) and (2) 

shall be made after any reduction under subsection (a) but 

~5 Iprior to any deductions under this section and prior to any 
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adjustment under section 211, except that no adjustment 

under paragraph (1) shall reduce to less than $10 the total 

of benefits payable under section 201 for a month with re

spect to an individual's wages or self-employment income. 

In case benefits under this title are not reduced as provided 

in paragraph (1) or (2) because such benefits are paid 

prior to the workmen's compensation benefits, the adjust

ment shall be made by deductions, at such time or times 

and in such amounts as the Administrator may determine, 

from any other payments under this title with respect to 

the wages or sell-employment which were the basis of such 

benefits under this title. 

" (4) If the workmen's compensation benefit is payable 

on other than a monthly basis (excluding a benefit payable 

in a lump sum unless it is a commutation of, or a substitute 

for, periodic, payments) , adjustment of benefits under this 

subsection shall be made in such amounts as the Administra

tor finds will approximate, as nearly as practicable, the ad

justments prescribed in paragraph (1) or, (2), as the case, 

may be. 

" (5) In order to assure that the purposes of this sub

section will be carried out, the Administrator may, as a con

dition to certification for payment of benefits with respect to 

the wages of an individual entitled to benefits under section 

201 (a) (2) or of benefits payable to an individual under 
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i subsection (c) (2), (h) , or (i) of section 201. (if it ap

2 pears to him that there is a likelihood that an individual en

3 titled to such benefits may be eligible, as the result of dis

4 ability, for a workmen's compensation benefit which would 

5 give rise to an adjustment under this subsection) , require 

6 adequate assurance of reimbursement to the Trust Fund in 

7 case workmen's compensation benefits, with respect to which 

8 such an adjustment should be made, become payable to such 

9 individual and such adjustment is not made. The Adminis

10 trator is also authorized to enter into agreements with any 

11 State under which the State will reimburse the Trust Fund 

12 in cases where adjustments under paragraph (1) or (2) 

13 should be, but are not, made. 

14 " (6) For purposes of this subsection and section 201 

15 (in), the term 'workmen's compensation benefit' means 

16 a cash benefit, allowance, or compensation payable under 

17 any workmen's compensation law or plan of the United 

18 States or of any State. 

19 "N'ATIONAL SOCIAL INSURANCE TRUST FUNID 

20 "SEC. 207. (a) There is hereby created on the books 

21 of the Treasury of the United States a trust fund to be known 

22 as the 'National Social Insurance Trust Fund'. Such Trust 

23 Fund shall consist of the assets of the Federal Old-Age and 

24 Survivors Insurance Trust Fund on January 1, 1950, which 

25 assets the Board of Trustees of the Federal Old-Age and 
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Survivors Insurance Trust Fund is authorized and directed 

to transfer to the National Social Insurance Trust Fund; 

and such other amounts as may be paid into or belong to 

the Federal Old-Age and Survivors Insurance Trust Fund, 

or paid into or belong to the National Social Insurance 

Trust Fund, by virtue of any other provision of the law. 

There are authorized to be appropriated to the Trust Fund 

such additional amounts- as may be required to finance the 

benefits and payments authorized by this title. 

" (b) There is hereby created a body to be known as 

the Board of Trustees of the National Social Insurance Trust 

Fund (hereafter called the 'Board of Trustees'), composed 

of the Secretary of the Treasury, the Secretary of Labor, and 

the Federal Security Administrator, all ex officio. The 

Secretayry of the Treasury shall be the Managing Trustee 

of the Board of Trustees (hereafter called the 'Managing 

Trustee') . It shall be the duty of the Board of Trustees to

" (1) hold the Trust Fund; 

" (2) report to the Congress not later than the 

first day of March each year on the operation and 

status of the Trust Fund during the preceding fiscal 

year and on its expected operation and status during 

the next ensuing five fiscal years; 

" (3) report to the Congress whenever the Board 

of Trustees is of the opinion that during the ensuing 
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period of five fiscal years the Trust Fund will be exces

sive or unduly small. 

The reports provided for in clauses (2) and (3) shall 

include a statement of the assets of and the disbursements 

made from the Trust Fund during the preceding fiscal year, 

estimates of the expected future income to and disbursements 

to be made from the Trust Fund during the next ensuing five 

fiscal years, and a statement of the actuarial status of the 

Trust Fund. Such report shall be printed as a House Docu

ment of the session of the Congress to which the report is 

made. 

" (c) It shall be the duty of the Managing Trustee to 

invest such portion of the Trust Fund as is not, in his judg

ment required to meet current withdrawals. Such invest

ments may be made only in interest-bearing obligations of 

the United States or in obligations guaranteed as to both 

principal and interest by the United States. For such pur

pose such obligations may be acquired (1) on original issue 

at par, or (2) by purchase of outstanding obligations at the 

market price. The purposes for which obligations of the 

United States may be issued under the Second Liberty Bond 

Act, as amended, are hereby extended to authorize the 

issuance at par of special obligations exclusively to the Trust 

Fund. Such special obligations shall bear interest at a rate 

equal to the average rate of interest, computed as to the end 
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of the calendar month next preceding the date of such issue, 

borne by all interest-bearing obligations of the United States 

then forming a part of the public debt; except that where 

such average rate is not a multiple of one-eighth of 1 per 

centum, the rate of interest of such special obligations shall 

be the multiple of 'one-eighth of 1 per centum next lower 

than such average rate. Obligations other than such special 

obligations may be acquired for the Trust Fund only on 

such terms as to provide an investment yield not less than 

the yield which would be required in the case of special 

obligations if issued to the Trust Fund upon the date of such 

acquisition. Special obligations shall be issued only if the 

Managing Trustee determines that the purchase of other 

interest-bearing obligations of the United States, or of obli

gations guaranteed as to both principal and interest by the 

United States on original issue or at the market price, is not 

in the public interest. Any obligations acquired by the Trust 

Fund (except special obligations issued exclusively to the 

Trust Fund) may be sold by the Managing Trustee at the 

market price, and such special obligations may be redeemed 

at par plus accrued interest. The interest on, and the pro

ceeds from the sale or redemption of, any obligations held 

in the Trust Fund shall be credited to and form a part of 

the Trust Fund. 

"(d) The Managing Trustee is directed to pay such 
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I amounts as, are authorized by the Congress to be expended 

2 directly from the Trust Fund a~nd to pay from time to time 

3 from the Trust Fund' into the Treasury such additional 

4 amounts not authorized to be expended directly from the 

5 Trust Fund which he and the Federal Security Administra

6 tor estimate will -be expended during a -three-month period 

7 by the Federal Security Agency and the Treasury Depart

8 ment for. the administration of the, Federal Insurance Con

9 tributions Act, the Federal Self-Employ'ment Contributions 

10 Act, and this title. Such additional payments shall be cov

11 ered into the Treasury -as miscellaneous receipts for the 

12 reimbursement of expenses~incurred in conniection with the 

13, administra'tion of such Acts and such, title; and such pay

14 ments shall not be available for expenditures but shall be 

15 carried to the surplus fund of the Treasury. If it subse

16 quently appears that the estimates in any particular three

17. month period were too high or too low, appropriate adjust

18. ments shall be made by the Managing Trustee in future 

19 payments. 

20 " (e) All amounts credited to the Trust Fund shall be 

21 available solely for making the payments required by this 

22 title. In case any property purchased or paid for directly 

23 or indirectly with. money from the Trust' Fund is sold by 

24 the, Administrator or is transferred by him to another Fed

25 eral agency, or~is us-ed by the Federal Security Agency for 
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purposes other than those related to the administration of 

this title or the Federal Insurance Contributions Act or the 

Federal Self-Employment Contributions Act, any proceeds 

from such sale, transfer, or use shall bDe deposited in the 

Treasury of the United States and -credited to the Trust 

Fund; and there are hereby authorized to be appropriated 

such sums as are determined by the Administrator to be 

equal to the reasonable value of such property in the case 

of such a transfer to another Federal. agency or use by the 

Federal Security Agency. 

"OTHER DEFINITIONS 

"SEC. 208. For purposes of this title

"(a) The term 'wife' means the wife of an individual 

who (1) is the mother of such individual's son or daughter, 

or (2) was married to him for not less than three years 

before the day on which her application is filed, or (3) in 

the month prior to her marriage to such individual was 

entitled, or would have been entitled on filing an appica

tion in such month and attainment in such month of the 

age required for such entitlement, to receive a widow' s in

surance benefit under section 201 (d) or a parent's in

surance benefit under section 201 (f) . 

"(b) (1) The term 'widow' (except when used in 

24section 201 (g) ) means the surviving wife of an individual 

25 who (A) is the mother of such individual's son or dauorhter, 



79


I1 (B) legally adopted such individual's son or daughter while 

2 she was married to such individual, (C) was married to 

3 such individual at the time both of them legally adopted a. 

4 child, or (D) was married to such individual for not less 

5 than one year before the day on which he died, or (E) in 

6 the month -prior to her marriage to such individual was en

7 titled, or would have been entitled on filing an application 

8 in such month and attainment in such month of the age 

9 required for such entitlement, to receive a widow'rs insurance 

10 benefit under section 201 (d) or a parent's insurance benefit 

11 under section 201 (f) . 

12 " (2) The term 'former wife divorced' means a woman 

13 divorced from an individual who (A) is the mother of such 

14: individual's son or daughter, (B) legally adopted such 

15 individual's son oT daughter while she was married to such 

16 individual, or (C) was married to such individual at the 

17 time both of them legally adopted a child. 

18 " (c) The term 'husband' means the husband of an in

19 dividual who (1) is the father of such individual's son or 

20 daughter, or (2) was married to her for not less than three 

21 years before the day on which his application was filed, or 

22 (3) in the month plior to Iiis marriage to such individual 

23 was entitled, or would have been entitled on filing an appli

24 cation and attainment of age sixty-five in such month, to 

25 receive a disabled widower's insurance benefit under section 
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1 201 (i) or a parent's insurance benefit under section 

2 201 (f).

3 "(d) The term 'widower' (except when used in sec

4tion 201 (g) ) means the surviving husband of an individ

5' ual who (1) is the father of such individual's son or daugh

6- ter, (2) legally adopted such individual's son or daughter 

7 while he was married to such individual, (3) was married to 

8 such individual at the time both of them legally adopted a 

9 child, (4) was married to her for not less than one year 

10 ~before the day on which she died, or (5) in the month prior' 

11 to his marriage to such individual was entitled, or would have 

12 been entitled on filing an application and attainment of age 

.13 sixty-five in such month, to receive a disabled widower' s in

14 surance benefit under section 201 (i) or -a parent's insurance 

15 benefit under section 201 (f) . 

16 " (e) The term 'child' means (1) the son, daughter, 

17 or legally adopted child of an individual; (2) in the case 

18 of a living individual, a stepchild who has been such step

19 child, or a child with respect to whom such individual, has 

20, stood in' loco parentis, for not less than three years before 

21 the day on which such child filed application for benefits; 

22 or (3) in the case of a deceased individual, a stepchild 

23 who has been such stepchild, or a child with respect to 

24 whom such individual has stood in loco parentis, for not 

25 less than one year before the day on which such individual 



1 died: Provided, That there shall be included as time spent 

2 in either relationship specified in clauses (2) and (3), 

3 time spent in the other relationship specified therein. 

4 " (f) (1) In determining whether an applicant is the 

5 wife, husband, widower, or parent of an insured individual 

6 the Administrator shall. apply such law as would be applied 

7 in determining such relationship by the courts of the Stat~e 

8 in which such insured individual is domiciled at the time 

9 such applicant files application, or, if such insured individual 

10 is dead, by the courts of the State in which he was domi-: 

11 diled at the time of his death, or, if such individual is or 

12 was not so domiciled in any State, by the courts- of the 

13 District of Columbia. If under such law such relationship, 

14 does not exist, but the Administrator finds that such appli.

15 cant could, under the laws applied by such courts in deter

1-6 mining the devolution of intestate personal property, 

17 nevertheless take such property as a wife, husband, widow, 

18 or parent of such insured individual, such applicant shall 

19 be deemed to be such relative. 

20 "(2) For the purpose of determining whether an in

21 dividual has become entitled to monthly benefits or a lump

22 sum death payment under this title, or whether entitlement 

23 to monthly benefits has terminated, a man and a woman 

24 shall be deemed to have been married in any case in which 

]E. R. 2893-6 
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1 (A) they are living in the same household in a relationship 

2 in which they habitually recognize each other as husband 

3 and wife and so hold each other out to the public, (B) have 

4 solivefora peiod f enoiCStan three years, and (C) 

5 there is under the law of the State of the domicile of the 

6 -man no legal impediment to their valid marriage; and 

7 they shall be deemed to have been married on the first day 

S. on.which both of such conditions specified in clauses (A) 

9 and (C) were satisfied and their marriage shall be deemed 

10 to have terminated whenever either of such conditions ceased 

11 *.to be satisfied. For purposes of section 201 (e) a woman 

12 shall likewise be deemed to be the widow of a deceased 

13 individual if the condition specified in clause (A) was 

14 -satisfied continuously for -one year immediately preceding 

-15 the death of such deceased individual. 

16 "(g) (1) A wife shall be deemed to be living with 

17 her husband if they are both members of the same house

18 hold, or she is receiving regular contributions from him 

19 toward her support, or he has been ordered by any court 

20 to contribute to her support; and a widow shall be deemed 

21 to have been living with her husband at the time of his 

22 death if they were both members of the same household on 

23 the date of his death, or she was receiving regular contribu

24 tions from him toward her support on such date, or he had 

25 been ordered by any court to contribute to her support. 



1 "(2) A husband shall be deemed to be living with his 

2 wife if they are both members of the same household, or he 

3. is receiving regular contributions from her toward his sup

4 port; and a widower shall be deemed to have been living 

5 with his wife at the time of her death if they were both 

6 members of the same household on the date of her death, 

7 or he was receiving regular contributions from her toward 

8 his support on such date. 

9 "(h) (1) The term 'disability' means inability of an 

10 individual to perform his most recent, customary, or reason

11 ably similar work (as determined in accordance with regu

12 lations of the Administrator) by reason of any medically 

13 demonstrable illness, injury, or other impairment. 

14 " (2) The term 'extended disability' means (1) blindl

15 ness, or (2) inability to engage in any 'substantially gainful 

16 work (as determined in accordance with regulations of the 

17 Administrator) by reason of any medically demonstrable 

18 illness, injury, or other impairment. 

19 " (i) An individual's 'period of extended disability' 

20 means a calendar quarter, or a period' of consecutive calendar 

21, quarters, for any month of which he was entitled to benefits 

22 under subsection (a) (2) , (c) (2), (h) , or (i) of section 

23 201 and, in the case of benefits under such subsection (a) 

24 (2), the two quarters immediately preceding such quarter 

25 or the two quarters immediately preceding the first quarter in 
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1 such period of consecutive calendar quarters, as the case


2 may be. 

3 " (j) Except 
oa1. -o ero 

as provided in paragraph (3) of section 
shall be demedl to be under adabili t', 

OtAd1 fIo n, i~~ XX.7 ~jjjsa a 

5 or extended disability for purposes of paragraph (2) of 

6. such section for any period prior to the seventh month 

7 before the month in which he becomes entitled to primary 

8 insurance benefits under such paragraph (2). For such 

9 purposes. such disability or extended disability shall be 

10 deemed to have begun in such seventh month. 

1-1 "DETERMINATION OF DISABILITY AND REHABILITATION 

12 "SEC., 209. (a) The Administrator shall make provision 

13 for determinations of disability and extended disability and 

14 redeterminations thereof at necessary intervals, and he shall 

15 by regulation provide for such examinations of individuals 

16 as he deems necessary for purposes of determining or rede

17 termining disability and extended disability and entitlement 

18 to benefits by reason thereof. In the case of any individual 

19- submitting to such an examination, the Administrator may 

20 pay, in accordance with regulations prescribed by him, the 

,21 necessary travel expenses of such individual in connection 

22 with such examination. Fees for examinations made pur

23 suant to this title by physicians who are not in the service 

24 of the United States for such pupose shall be determined, 

25 pursuant to agreement between the Administrator and such 
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1 physicians, without regard to the civil-service or classifica

2 tion laws; and such fees shall be paid by the Managing 

3 Trustee directly from the Trust Fund on certification by the 

4 Administrator and prior to any action thereon by the General 

5 Accounting Office. 

6 "(b) The Congress hereby finds and declares that re

7 habilitation of disabled individuals who are or may become 

8 entitled to benefits for extended disability -under section 201 

9 serves at least three very desirable purposes-it promotes 

10 the welfare of the individual, conserves the assets of the 

11 National Social Insurance Trust Fund, and increases the 

12 potential economic product of the Nation. It is, therefore, 

13 the policy of the Congress that the Administrator, to the 

1.4 greatest extent practicable, shall attempt to rehabilitate and 

15 return to the labor market disabled persons who are or may 

16 become entitled to benefits under section 201 by reason of 

17 extended disability. 

18. " (c) The Administrator shall make provision for fur

19 nishing medical, surgical, training, and other rehabilitation 

20 services to disabled individuals when it appears to his satis

21 faction that such individuals are or may become entitled to 

22 receive benefits for extended disability under section. 201, 

23 if he believes such services may aid in enabling such indi

24 viduals to return to gainful work. Insofar as practicable, 

25 the Administrator shall, in furnishing such services, utilize, 



4.the services and facilities of State agencies (or correspond

2 ing agencies in the case of territories or possessions) coop

3 erating with him in carrying out the purposes of the Voca

4 tional Rehabilitation Act, as amended, and shall] reimburse 

5 such agencies for the cost thereof (other than so mnch of 

6 such cost as is included under section 3 (a) (4) of such 

7 Act). There is hereby authorized to be appropriated for 

8 each fiscal year from the National Social Insurance Trust 

9 Fund such amount as may be necessary for the purposes 

10 of this subsection. 

11 "(d) In any case in which an individual has refused 

12 to submit himself for examination or reexamination in ac

13 cordance with regulations of the Administrator, or has with

14 out good cause refused to accept rehabilitation services after 

15 being directed by the Administrator to do so, the Adminis

16 trator may find, solely because of such refusal, that such 

17 individual is not under a disability or extended disability, 

18 or that his disability or extended disability, p reviously deter

19 mined to exist, has ceased. The Administrator may find 

20 that an individual is not under a disability or extended dis

21 ability, or that a disability or extended disability previously 

22 determined to exist has ceased, if such individual is outside 

23 the United States and the Administrator finds that adequate 

24 provisions do not exist for determining or redetermining 
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such individual's disability or extended disability, or for 

rehabilitation of such individual. 

"~COOPERATION WITH PUBLIC AND PRIVATE AGENCIES AND 

GROUPS 

"SEC. 210. The Administrator is authorized to secure 

the cooperation of appropriate agencies of the United States, 

of States,.or of the political subdivisions of States and the 

cooperation of private medical, dental, hospital, nursing', 

health, educational, social, and welfare groups or organira

tions, and where necessary to enter into working agreemeiftts 

with -any of such public or private agencies, organizations, 

or groups in order that the advice and services of these vari

ous -agencies, organizations, and groups may be utilized in 

the efficient administration of this title." 

ADJUSTMENTS ON ACCOUNT OF ERRORS 

SEC. 203. Subsection (a) of the section of the Sodo'J 

Security Act redesignated as section 211 (by section 201 of 

this Act) is amended to read: 

" (a) Whenever the Administrator finds that more or 

less than the correct amount has been paid to an individobi 

under this title or that amounts due an individual have not 

been paid to him (which amounts shall include the amount 

of any uncashed check), proper adjustment shalr be made, 

under regulations prescribed by the Administrator, as folb 
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1 lows: (1) With respect to payments of more than the 

2 correct amount the Administrator, in his discretion, shall 

3 decrease any payment to which such individual is or becomes 

4 entitled under this title or shall decrease any payments 

5 payable under this title, either before or after the death 

6 of such overpaid individual, to any other individual with 

7 respect to the wages or self-employment income which were 

8 the basis of any payment to such overpaid individual; (2) 

9 with respect to payments of less than the correct amount 

10 and with respect to amounts found to be due an individual 

11 but not paid to him, the Administrator shall make pay

12 ment thereof to the individual to whom such amount is 

13 owing or, in the case of the death of such individual before 

14 such adjustment is-completed, the.Administrator shall do 

15 whichever of the following he deems will best carry out 

16 the purposes of this title: refuse to make such payment, 

'17 make such payment to the estate of such underpaid indi

18 vidual, or make such payment to any other individual or 

19 individuals payment to whom the Administrator finds to 

20 be in accordance with the purposes of this title." 

21 PENALTIES 

22 SEc. 204. The section of the Social Security Act re-' 

.23 designated as section 212 (by section 201 of this Act) is 

24amended to read:
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"cPENALTIES 

"SEC. 212. (a) Whoever

"c(1) makes or causes to be made any false state

ment -of a material fact in any application for any pay

ment under this title, or 

" (2) makes or causes to be made and presents or 

causes to be presented to the Administrator, or to any 

officer or employee of the Federal Security Agency, any 

false statement, -representation, affidavit, or document 

which is presented for use in determining rights to pay

ments under this title, or 

"c(3) with intent to defraud the United States, 

negotiates or causes to be negotiated, or willfully re

tains, any check in payment of any benefit under this 

title knowing that the payee of such check has no law

ful right thereto, or 

"c(4) having made application to receive payments 

under this title for the use of another and having re

ceived such payments, willfully expends them otherwise 

than for the benefit of such other person, or 

"(5) transfers by sale, or otherwise, with intent 

to defraud the United States in any manner, an em

ployee's social-security account number card, issued by 

the United- States, or 
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1 "(6) willfully conceals or fails to disclose the oc

2 currence of any event which he has agreed to disclose in 

3 an application for payments under this title, and there

4 after receives payments under this title as a result of 

5 such concealment or failure to disclose, or 

6 "(7) for the purpose of causing any entry of any 

7 item to be made in the records of wages and self-employ

8 ment income maintained by the Administrator under 

9 this title or for the purpose of causing any revision in 

10 or deletion of any entry in such records, or for the 

11 purpose of causing any omission of any entry in such 

12, records or for the purpose of preventing the correction or 

13 revision of any entry in such records, makes or causes to 

14 be made any false statement or representation to the 

15 United States (including any false statement or repre

16 sentation in connection with any matter arising under the 

17 Federal Insurance Contributions Act or the Federal Self

18 Employment Contributions Act) as to the amount of 

19 any wages or remuneration paid or received, or the 

20 period during which earned or paid, or the person to 

21 whom or by whom paid, or as to the amount of any self

22 employment income derived or the period during which 

23 derived or the person by whom derived, 

24 shall be guilty of a misdemeanor and upon conviction thereof 
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1 shall be fined not more than $1,000 or imprisoned for not 

2 more than one year, or both. 

3 "(b) No person shall be prosecuted, tried, or punished 

4 for any offense under this section upless the indictment is 

5 found or the information is instituted within three years 

6 after such offense is discovered by the Administrator." 

7 WAGE RECORDS AND APPLICATIONS 

8 SEC. 205., (a) Subsection (b) of the section of the 

9 Social Security Act redesignated as section 213 (by section 

10 201 of this Act) is amended by striking out "wife, widow, 

11 child, or parent," and inserting in lieu thereof "wife, hus

12 band, widow, widower, former wife divorced, child, or 

13 parent," 

14 (b) Subsection (c) of such section is amended to read: 

15 "(c) (1) On the basis of-information obtained by or 

16 submitted to the Administrator, and after such verification 

17 thereof as he deems necessary, the Administrator shall estab

11 lish and maintain records of the amounts of wages paid to, 

19 and the amount of self-employment income derived by, each 

20 individual and. of the periods in which such wages were paid 

21 or such income derived and, upon request, shall inform any 

22 individual or his survivor of the amounts of wages and self

23 employment income of such individual and the periods dur

24 ing which such wages were paid or such income derived, am 
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1shown~by such records at the time of such request. Such 

2 records shall be evidence, for the purpose of proceedings be

3 fore the Administrator or any court, of the amounts of such 
4wages and se'lf-emnployment income and the periods inh which1 

5 such wages were paid or such income derived, and the a-b

6 sence of an entry as to an individual's wages or self-employ

7 ment income in such records for any period shall be evidence 

8 that no wages were paid to or self-employment income de

9 ri'ved by such individual in such period. 

10 " (2) For purposes of this subsection the term 'account

11 ing period' means a calendar quarter in the case of wages 

12 and a contribution year (within the meaning of the Federal 

13 Self-Employment Contributions Act) in the case of self

14 employment income; the term 'time limitation' means (A) 

15 a period of one year and three months in the case of self

16 employment income (except that for any contribution year 

17 ending prior to January 1, 1952, it means the one year and 

18 three months period following such year or the period end

19 ing January 1, 1952, whichever is later), and (B) a period 

20 of four years and one month in the case of wages; and the 

21 term 'survivor' means an individual's spouse, former wife 

22 divorced, child, or parent, who survives such individual. 

23 "(3) Prior to the expiration of the time limitation fol

24 lowing any accounting period in which wages were pa~id or 

25 alleged to have been paid to an individual or in which self



93


1 employment income was derived or alleged to have been 

2 derived by an individual, the Administrator may revise his 

3 records of the wages and self-employment income of such 

4 individual for such period. After the expiration of the time 

5 limitation following any accounting period the records of 

6 the Administrator as to the wages paid or the self-employ

'7 ment income derived in such period, and the time during 

8 which such wages were paid or such income was derived, 

9 shall be conclusive for purposes of this title except as pro

10 vided in paragraphs (4) and (5). 

11 "(4) After the expiration of the time limitation fol

12 lowing any accounting period in which wages were paid 

13, or alleged to have been paid to an individual or in which 

14 self-employment income was derived or alleged to have 

15 been derived by an individual, the Administrator may revise 

16 his records of the -wages and self-employment income of 

17 such individual for such period (A) if an application for 

18 benefits or for a lump-sum death payment is filed within 

19 such time limitation, or (B) if within the time limitation 

20 a request for revision is made and it is alleged in writing 

21 by the- individual or his survivor that the records of his 

22 wages or self-employment income for such accounting period 

23 are in one or more respects erroneous, or (C) in accordance 

24 with contribution returns or portions thereof filed within 

25 the time limitation with the Commissioner of Internal Rev
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1 enue pursuant to the Federal Self-Employment Contribu

2 tions Act, except that in no case may any revision be made 

3 pursuant to clause (A) after a final deci~.ion upon the 

4 application for benefitRs or lump-sum death payment, or 

5 pursuant to clause (B) after a final decision upon the 

6 request for revision. Written notice of the Administrator's 

7 decision on any request for revision pursuant to clause (B) 

8 shall be given to the. individual concerned or his survivor. 

9 .," (5) After the expiration of the time limitation follow

10 ing any accounting period in which wages were paid or 

11 alleged to have been paid to an individual or in which self

12 employment income was derived or alleged to have been 

13 -derived by an individual, the Administrator may also (A) 

14 delete -or reduce any entry with respect to wages or self

15 employment income for such accounting period which is er

16 roneous as a result of fraud or misrepresentation, or (B) 

17 delete or reduce any entry with respect to self-employment 

.18 for such accounting period, if it appears to the Administra

19 tor that such entry is in one or more respects erroneous, 

20 except that no such deletion or reduction of self-employment 

21 income may be made after the expiration of four years and 

22 three months following such accounting period, or (C) revise 

23 any entry with respect to wages in such accounting period 

24 or include in his records of such accounting period any 

25 omitted item of wages to conform his records to tax or con
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tribution returns or portions thereof (including information 

returns and other statements) filed with the Commissioner 

of Internal Revenue under the Federal Insurance Contribu

tions Act, or title VIII of the Social Security Act or regula

tions made under authority thereof, and to information re

turns filed by a State pursuant to an agreement under section 

204 or regulations of the Administrator thereunder, or (ID) 

correct errors made in the allocation to individuals or account

ing periods of wages or sell-employment income entered in 

the records of the Administrator, or (E) correct errors ap

parent on the face of the Administrator's records, or (F) 

transfer items to records of the Railroad Retirement Board 

in the event such items were credited under this title when 

they should have been credited under the Railroad Retire

ment Act or to include items transferred by the Railroad 

Retirement Board which have been credited under the Rail

road Retirement Act when they should have been credited 

under this title, or (G) correct any entry with respect to 

wages for such accounting period which has been deleted or 

reduced pursuant -to tax or contribution returns or portions 

thereof (including information returns and other written 

statements) filed with the Commissioner of Internal Revenue 

under the Federal Insurance Contributions Act or title 

VIII of the Social Security Act or regulations made under 

authority thereof, or pursuant to information returns filed 
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1 by a State pursuant to an agreement under section 204 or 

2 regulations of the Adm~inistrator thereunder, where such 

3 deletion or reduction was erroneous and (if such returns were 
.9 -lewithi the Eimitation period) neithe-r the i.ndividual 

5 whose wage record is involved nor his survivor had knowl.

6 edge of such deletion or reduction within such time limitation. 

7 Written notice of any correction or revision under this para

8 graph and paragraphs (3) and (4) which results in a dele-' 

9 tion or reduction will be given to the individual whose record 

10 is involved or his survivor, except that in the case of a dele

11 tion or reduction with respect to any entry of wages such 

12 notice shall be given only if such individual or his survivor 

13 has previously been notified of the amount of such individual's 

14 wages for the accounting period involved, as shown by the 

15 Administrator's records prior to such correction or revision. 

16 " (6) Upon request in writing, within such period after 

17 any correction, revision, or refusal of a request for revision 

18 of his records pursuant to this subsection as the Adminis

19 trator may prescribe, opportunity for hearing with respect 

20 to such correction, revision, or refusal shall be afforded to 

21 any individual or his survivor. No evidence may be intro

22 duced at any such hearing on any change of records pur

23 suant to paragraph (5) hereof unless it relates to such 

24 change or the authority of the Administrator to make it. 

25 If a hearing is held pursuant to this paragraph, the Admnin
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1 istrator shall make findings of fact and a decision based on 

2 the evidence adduced at such hearing and shall revise his 

3 records as may be required by such findings and decision. 

4 " (7) Decisions of the Administrator under this sub

5 section shall be reviewable by commencing a civil action in 

6 the district court of the United States as provided in sub

7 section (g) hereof." 

8 (c) Subsection (in) of such section is amended to 

9 read: 

10 "(in) No application for any benefit under paragraph 

11 (2) of subsection (a) of section 201 filed prior to seven 

12- months before the first month for which the applicant be

13 comes entitled to receive such benefit shall be accepted 

14 as an application for purposes of this title; and no applica

15 tion for any benefit under subsection (a) (1) , (b) , (c), 

16 (d) , (e) , (f) , (h) , or (i) of such section filed prior to 

17 three months before the first month for which the applicant 

18 becomes entitled to receive such benefit shall be accepted 

19 as an application for purposes of this title." 

20 SPECIAL PROVISIONS IN CASES OF DECEASED WORLD WA1R I 

21 VETERANS 

22 SECTION 206. Paragraphs (1), (2), and (3) of sub

23 section (a) of the section of the Social Security Act re-

H. R. 2893-7 
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1 designated as section 216 (by section 201 of this Act) are


2 amended to read:


3 "(1) to have been insured under the provisions of


4 section 2~05 (a) when he died;


5 " (2) to have an average monthly wage of not less


6 than $160; and


7 "(3)for the purposes of section 202, to have a


S year of coverage for any year inwhich he had thirty


9 days or more of active service after September 16,


10 1940."1 

11 EFFECTIVE DATES 

12 SEC. 207 (a)For purposes of this section, an "amended" 

13 clause, paragraph, subparagraph, subsection, or section means 

14 A clause, paragraph, subparagraph, subsection, or section of 

15 title II of the Social Security Act as amended (or renmn

16 bered) by this Act; and a "prior"~clause, paragraph, sub

17 paragraph, subsection, or section means a clause, paragraph, 

18 subparagraph, subsection, or section of title II of the Social 

19 Security Act as in effect prior to amendment (or renum

20bering) by this Act. 

21 (b) The following provisions shall be effective as of 

22 January 1, 1949: 

23 (1) The amended section 203 (a) (2) and the 

24 am ended section 205 (g) . 
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1 (2) The amended section 213 (c) (1), in lieu of the 

2 prior section 205 (c) (1) . 

3 (3) The amended section 205 (e) (other than the 

4 second sentence thereof) , in lieu of so much of the provi

5 sions of the prior section 209 (g) as follow subparagraph 

6 (2) thereof (other than the second sentence following such 

7 subparagraph (2) ). 

8 (c) The following provisions shall be effective July 1, 

9 1949: 

10 (1) So much of the provisions of the amended subsec

11 tions (b)(1), (c) (1), (d) (1), (e) (1), and (f)(1) 

12 of section 201 as relate to termination of entitlement to ben

13 efits under such subsections, in lieu of so much of the pro

1.4 visions of the prior subsections (b) (1), (c) (1), (d) Li), 

15 (e) (1) , and (f) (1) of section 202 as relate to termina,

16 tion of entitlement to benefits under such subsections. 

17 (2) The amended section 201 (j) in lieu of the prior 

18 section 202 (h) , and the a-mended section 206 (f), in lieu 

19 of the prior section 203 (g). 

20 (3) So much of the provisions of the amended section 

21 208 (f) (2) as relate to termination of entitlement to bene

22 fits under title II of the Social Security Act. 

23 (d) The following provisions shall be effective in the 

24 case of applications for benefits under title II of the Social 

25 Security Act filed after June 30, 1949; 
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1 (1) The amended section 201 (a) (1), in lieu of the 

2 prior section 202 (a), and the amended section 213 (in), 

3 in lieu of the prior section 205 (in). 

4 ~ (2) Except for the pro visiois ineluded 'in paragraph 

5 (1) of subsection (c) of this section, the amended subsec

6 tions (b), (d), (e), and (f) of section 201, in lieu of 

'7 the prior subsections (b) , (d) , (e) , and (f) , respectively, 

8 of section 202, the amended paragraphs (1) and (3) of 

9 section 201 (c), in lieu of the prior paragraphs (1) and 

10 (2), respectively of section 202 (c), and the amended 

11 paragraphs (4), (5), (6), (7), and (8) of section 201 

12 (c) , in lieu of the prior paragraphs (3) and (4) of 

13 section 202 (c). 

14 (3) Except for the provisions included in paragraph 

15 (3) of subsection (c) of this section, the amended para

16 graphs (a) , (b) , (e) , and (f) of section 208, in lieu of 

17 the prior paragraphs (i), (j), (k) , and (in) of section 209. 

is (4) Except for the provisions included in paragraph 

19 (3) of subsection (b) of this section, the amended sub

20 sections (a) and (e) of section 205' in lieu of the prior 

21 paragraph (g) of section 209. 

22 (5) The amended section 205 (b), in lieu of the 

23 prior section 209 (h), the amended section 216 (a) (1), 

24 in lieu of the prior section 210 (c) (1) , and the amended 

25 section 202 (g), in lieu of the prior section 209 (q). 
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(e) The amended section 201 (g) , in lieu of the prio~r 

section 202 (g), shall be effective in the case of applications 

filed with respect to the wages or self-employment income of 

an individual who dies after June 30, 1949. 

(f) (1) The amended paragraphs (2), (3), and (4) 

of section 206 (b) , in lieu of the prior paragraph (3) of 

section 203 (d) , shall be effective in the case of benefits 

payable under title II of the Social Security Act for any 

month after June 1949. 

(2) The amended section 206 (a), in lieu of the prior 

section 	 203 (a), shall be effective in the case of benefits 

(other than benefits included under section 208 of this Act) 

payable under title II of the Social Security Act for any 

month after June 1949. 

(g) The following provisions shall be effective in the 

case of monthly benefits payable for any month after Juine 

1949, and lump-sum death payments payable after such 

date, under title II of the Social Security Act with respect 

to the wages or self-employment income of an individual 

(1) who becomes entitled to primary insurance benefits on 

the basis of an application filed after June 30, 1949, or 

(2) who died after such date and was not entitled to a 

primary insurance benefit for any month prior to July 1, 

24: 1949, or (3) who died prior to July 1, 1949, if no monthly 

25 benefits and no lump-sum death payment are payable with 
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1 respect to his wages or sell-employment income prior to 

2 such date: 

S (A) The amended subsections (a) , (b) , (c) , (d), 

4 and (h) of section 202, in lieu of the prior paragraphs 

5 (e) and (f) of section 209; 

6 (B) Tho amended paragraph (3) of section 216 

7 (a) , in lieu of the prior paragraph (3) of section 

8 210 (a). 

9 Notwithstanding the provisions of subsection (e) of this sec

10 tion and clause (3) of this subsection, if application for a 

11 lump-sum'death payment is filed after June 30, 1949, with 

12 respect to the wages or self-employment income of any in

13 dividual who died prior to July 1, 1949, the amount of such 

14 payment shall be determined in accordance with the provi

15 sions of the amended section 201 (g) and the amended 

16 subsections (a), (b), (c), and (d) of section 202. 

17 (h) The following provisions shall be effective in the 

18 case of services rendered and in the case of engaging in 

19self-employment after June 30, 1949: 

20 (1) The amended paragraph (1) of section 206 (b) , 

2-1 in lieu of the prior paragraph (1) of section 203 (d). 

22 (2) The amended subsection (d) of section 206, in 

23 lieu of the prior subsection (e) of section 203. 

24 (i) The amended section 211 (a) shall be effective, in 

25 lieu. of the prior section 204 (a) , in the case of findings 
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by the Federal Security Administrator, made after the date 

of enactment of this Act, that more or less than the correct 

amount has been paid to an individual under title II of the 

Social Security Act. 

(j) The additional one-fourth of a primary insurance 

benefit (in the case of death of the insured individual) under 

the provisions of. the amended section 201 (c) (3) and the 

substitution of three-fourths of a primary insurance benefit 

in the amended paragraphs (1) and (2) of section 201 (f) 

for one-half of such a benefit in the prior paragraphs (1) 

and (2) of section 202 (f) shall be applicable in the case 

of child's or disabled child's insurance benefits and parent's 

insurance benefits, respectively, payable for any month after 

June 1949. 

(k) The remaining provisions of the amended sec-

tions, in lieu of the remaining provisions of the prior sec

tionas, shall be effective January 1, 1950. 

(1) (1) Any individual entitled, prior to July 1, 1949, 

to widow's current insurance benefits under the prior see

tion 202 (e) who would, but for the enactment of this 

Act, be entitled to such benefits for July 1949 shall be 

deemed to be entitled to mother's insurance benefits under 

the amended section 201 (e) to the same extent as though 

she became entitled to such mother's insurance benefits in 

July 1949. 
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(2) Any individual entitled, prior to July 1, 1949, to 

2any other monthly insurance benefits under the -prior seaI 

3 tion 202 who would, but for the enactment of this Act,, 

4 be entitled to such benefits for July 1949 shall be deemed 

5 to be entitled to such benefits under the' amended section 201 

6 to the same extent as though such individual became en

7 titled to such benefits under such amended section in July 

8 1949. 

9 (3) There shall be no recomputation of the benefits 

1~ under title II of 'the Social Security Act of individuals in

~1: cluded in paragraph (1) -or (2) of this subsection except 

12 as provided under the amended section 202 (g), under 

13 subsection (j) of this section, or under section 208 of this 

14 Act. 

15 (in) In the case of any individual (1) who died after 

16 December 1939 but prior to the date of enactment of this 

17 Act, (2) who was not a fully insured individual under the 

18 prior section 209 (g) as in effect at the time of his death, 

1-9 and (3) who is insured under the provisions of the amended 

20 section 205 (a), a parent of such individual shall be deemed 

21 to have met the requirement, in the amended section 201 

22 (f) (1) (E), of filing proof of support within two years 

23 of the date of such individual's death if such proof is filed 

24 within two years .of the date of such enactment. 
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1 INCREASE IN BENEFITS IN FORCE BEFORE. JULY 1, 1949 

2 SEc. 208. (a) Except as provided in subsection (d) the 

3 amount of any monthly benefit payable under title II of the 

4 Social Security Act for any month after June 30, 1949, 

5 with respect to the wages or self-employment income of any 

6 individual who became entitled to primary insurance benefits 

7 or died prior to July 1, 1949, shall be increased, the amount 

8 of such increase to be determined by use of the following 

9 table: 
TABLE 

A B C 
Total of bene-

Increased pri- fits payable on 
Present primary insurance benefit mary insurance new primary

benefit insurance 
benefit 

$10.00------------------------------------ $25.00 $40. 00 
$11.00------------------------------------ 28. 60 43. 70 
$12.00------------------------------------ 31. 20 47. eO 
$13.00------------------------------------ 33. 20 50. 50 
$14.00------------------------------------ 34. 90 53. 00 
$15.00------------------------------------ 36. 40 55.10 
$16.00------------------------------------ 37. 70 56. 90 
$17.00------------------------------------ 38. 90 58. 70 
$18.00------------------------------------ 40. 00 60. 80 
$19.00------------------------------------ 40. 70 63. 60 
$20.00------------------------------------ 41. 60 67. 50 
$21.00------------------------------------ 42. 80 73. 00 
$22.00------------------------------------ 44. 50 80. 80 
$23.00------------------------------------ 47.00 92. 60 
$24.00 -- -- -- -- -7--- -- -- -- -- -- -- -- -- -------- 49. 10 102.60 
$25.00------------------------------------ 50. 90 110.60 
$26.00------------------------------------ 52. 50 117.20 
$27.00 ----------- ------------------------- 54. 00 123.20 
$28.00----.-------------------------------- 55. 40 128. 80 
$29.00------------------------------------ 56. 70 134.20 
$30.00------------------------------------ 58. 00 139. 60 
$31.00------------------------------------59. 30 145.40 
$32.00 ------------------------------------- 60.6C0 150.00 
$33.00 -------------- ------ 61. 90 150.00 
$34.00------------------------------------ 63.10 150.00 
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TABLE-Continued 

A BC 

ser-fTotal of benie-
Increae pr-fts payable on 

Present primary insurance benefit mary insurance new primary
benefit insurance 

$35.00------------------------------7------
$36.00------------------------------------
$37.00------------------ ----------------
$38.00------------------------------------
$39.00------------------------------------
$40.00------------------------------------
$41.00------------------------------------
$42.00------------------------------------
$43.00------------------------------------
$44.00------------------------------------
$45.00----------------------------------
$46.00------------------------------------

benefit 

$64. 30 $150.00 
65. 50 150. 00 
66. 70 150. 00 
67. 80 150. 00 
68. 70 150. 00 
69. 50 150. 00 
70. 20 150. 00 
70. 80 150. 00 
71. 30 150. 00 
71. 70 150. 00 
72. 00 150. 00 
72. 20 150. 00 

1 (b) (1) The amount of the primary insurance benefit 

2 of any such individual referred to in subsection (a) which 

3 appears in column A of the table shall be increased to the 

4 amount which appears on the same line in column B of 

5 such table; (2) the amount of any monthly benefit (other 

6 than the primary insurance benefit) payable with respect 

7 to the wages or self-employment income of such individual 

8 and of any lump-sum death payment payable with respect 

9 to the wages or self-employment income of such individual 

10 who died after June 30, 1949, shall, subject to the pro

11 visions of clause (3) hereof, be such percentage of his in

12 creased primary insurance benefit as is provided for such 

13 other benefit in section 201 of the Social Security Act, as 

14amended by this Act; (3) if the total of the benefits paym
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1 able for any month (after increase pursuant to clauses (1) 

2 and (2) hereof) with respect to the wages or self-employ

3 ment income of an individual exceeds the amount which 

4 appears in column C on the line on which there appears in 

'5 column B the amount of his increased primary insurance 

6 benefit. such total for such month shall be reduced to such 

-7 amount which appears in column C: Provided, That the 

8 amount of any benefit payable with respect to the wages or 

9 self-employment income of any such individual which, after 

10 the reductions under clause (3) have been made, is not a 

11 multiple of $0.10 shall be raised to the next higher multiple 

12 of $0.10, and such increase shall not be limited by the pro

13 visions of such clause (3). 

14 (c) If the amount of the primary insurance benefit of 

15 any such individual referred to in subsection (a) falls be

16 tween the amounts on any two consecutive lines in column 

17 A the amount of such benefit shall be increased, and the 

18 amounts of the benefits payable on the basis of his wages or 

19 self-employment income shall be determined, in accordance 

20 with regulations of the Administrator designed to obtain 

21 results consistent with those obtained pursuant to subsec

22 tion (b) . 

23 (d) The foregoing provisions of this section shall not 

24 be applicable to any case to which the provisions of section 

25 207 (g) of this Act are applicable. 
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TITLE III-AMENDMENTS TO THE INTERNAL 

I REVENUE CODE 

RATE OF EMPLOYMENT CONTRIBUTION 

SEC. 301. Sectioni 1400 of the Internal Revenue Code 

is amended to read: 

"SEC.- 1400. RATE OF CONTRIBUTION. 

"In addition to other taxes, there shall, for the purpose 

of providing funds for the payment of benefits under title II 

of the Social Security Act, be levied, collected, and paid upon 

the income of every individual, a compulsory contribution 

equal to the following percentages of the wages (as defined 

in section 1426 (a) ) received by him after December 31, 

1936, with respect to employment (as defined in section 

1426 (b) ) after such date: 

" (a.) With respect to -wages received during the 

calendar years 1939 to 1948, both inclusive, and wages 

received during the period beginning January 1, 1949, 

and ending June 30, 1949, the rate shall be 1 per cen

turn; 

" (b) With respect to wages received during the 

period beginning July 1, 1949, and ending December 

31, 1949, the rate shall be 1-1 per centum; 

"(c) With respect to-wages received after Decem

ber 31, 1949 (other than for service in the employ of 

the United States, or of an instrumentality thereof which 
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1 (1) is wholly owned by the U~nited States, or (2) is 

2 exempt from the contributions imposed by section 1410 

3 by reason of any other provision of law), the rate shall 

4 be 2 per centum; 

5 " (d) With respect to wages received after Decem

6 hber 31, 1949, and not included in subsection (c) hereof, 

7 ~the rate shall be 1-k- per centum." 

8 DEDUCTION OF EMPLOYEE CONTRIBUJTION{S AND SPECIAL 

9 .REFUNDS 

10 SEC. 302. (a) Section 1401 (a) of the Internal Rev

11 enue Code is amended to read: 

12 " (a) REQTJIREMENT.-TIhe contribution imposed by 

13 section 1400 shall be paid by the employer, or collected by 

14 him of the employee by deducting the amount of the con

15 tribution from the wages as and when paid." 

16 (b) Section 1401 (b) of the Internal Revenue Code 

17 is amended to read: 

18 "(b) INDEMNIFICATION OF EMPLOYER.-Every em

19 ployer shall be liable for payment of the contributions re

20 quired under section 1400 of individuals in his employ, 

21 whether or not he deducts such contributions from wages. 

22 If he makes such deductions, he shall be indemnified against 

23 the claims and demands of any person for the amount of 

24 the contributions paid by such employer." 
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1(c) Section 1401 (d) (2) of the Internal Revenue 

2 Code is amended to read: 

3 "(2) WAGES REcEIrrVED AFTER 1946.-If by reason 

4 of an employee receiving wages from more than one 

5 employer during the calendar year 1947, 1948, or 1949, 

6 the wages received by him during such year exceed 

7 $3,000, or if by reason of an employee receiving wages 

8 from more than one employer during any calendar year 

9 after the calendar year .1949, the wages received by 

10 him during such year exceeded $4,800, the employee 

11 shall be entitled to a refund of any amount of tax or 

1.2 contribution, with. respect to such wages, imposed by 

13 section 1400 and deducted from the employee's wages 

14 (whether or not paid to the collector), which exceeds 

15 the tax or contribution with respect to the first $3,000 

16 of such wages for the calendar year 1947, 1948, or 

17 1949, or the first $4,800 of such wages for any calendar 

18 year after 1949. Refund under this section may be 

19 made in accordance with the provisions of law appli

20 cable in the. case of erroneous or illegal collection of the 

21 tax or -contribution; except that no such refund shall be 

22 made unless (A) the employee makes a claim, estab

23 lishing his right thereto, after the calendar year in which 

24 the wages were received with respect to which the re

25 fund is claimed, and (B) such claim is made within two 



1 years after the calendar year in which such wages were 

2 received. No interest shall be allowed or paid with 

3 respect to any such refund. For the purposes of this 

4 paragraph and paragraph (3), in the case of remunera

5 tion received during any calendar year after the calendar 

6 year 1949, the term 'wages'.includes remuneration for 

services covered by an agreement made pursuant to 

8 section 204 of the Social Security Act, as amended; 

9 the term 'employer' includes a State or any political 

10 subdivision thereof, or any instrumentality of any one 

11 or more of the foregoing; the term 'tax' or 'contribution' 

12 includes, in the case of services covered by an agree

13 ment made pursuant to section 204 of the Social Se

14 curity Act, as amended, an amount equivalent to the tax 

15 or contribution which would be imposed by section 

16 1400, if such services constituted employment as de

17 fined in section 1426; and the provisions of this para.

18 graph shall apply whether or not any amount deducted 

19 from the employee's remuneration pursuant to section 

20 204 of the Social Security Act, as amended, has been 

21 paid to the Secretary of the Treasury." 

22 (d) Section 1401 (d) of the Internal Revenue Code 

23 is further amended by inserting at the end thereof the fol

24 lowing new paragraph: 

25 "(3) CLAIM FOR SPECIAL REFUND.-In accord
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1 ance with regulations made- under this subchapter, a 

2 statement from the Federal Security Administrator of 

.3 the wages paid an employee in any calendar year after 

4 thle calendar year 1949 may be submitted by such 

5 employee and, together with such other proof as the 

6 Commissioner may require, shall be accepted in sup

'7 port of a claim for refund under paragraph (2) of this 

8 section with respect to such year." 

9 RATE OF EMPLOYER CONTRIBUTIONS 

10 SEC. 303. Section 1410 of the Internal Revenue Code 

11 is amended to read: 

12 "SEC. 1410. RATE OF -CONTRIBUTION. 

13 "In addition to other taxes, every employer shall, for 

14 the purpose of providing funds for the payment of benefits 

15 under title II of the Social Security Act, pay a compulsory 

16 contribution with respect to having individuals in his em

17 ploy, equal to the following percentages of the wages (as 

18 defined in section 1426 (a), but excluding wages for serv

19 ice to which the provisions of section 1412 are appli

20 cable) paid by him after December 31, 1936, with respect 

21 to employment (as defined in section 1426 (b) ) after such 

22 date: 

23 "(a) With respect to wages paid during the calendar 

24 years 1-939 to 1948, both inclusive, and wages paid during 
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1 the period beginning January 1, 1949, and ending June 30, 

2 1949, the rate shall be 1 per centum; 

3 " (b) With respect to wages paid during the period 

4 beginning July 1, 1949, and ending December 31, 1949, the 

rate shall be 1-i- per centum; 

6 "()With respect to wages paid after December 31, 

7 1949 (other than for service in the employ of the United 

8 States, or of an instrumentality thereof which (1) is wholly 

9 owned by the United States, or- (2) is exempt from the con

10 tribution imposed by this section by virtue of any other 

ii provision of law), the rate shall be 2 per centum; 

12 "(d) With respect to wages paid after December 31, 

13 1949, and not included in paragraph (c) hereof, the rate 

14 shall be 11~per centum." 

15 (b) Part II of subchapter A of chapter 9 of the Internal 

16 Revenue Code is further amended by adding after section 

17 1411 the following new section: 

18 "SEC. 1412. PAYMENTS WITH RESPECT TO NONPROFIT 

19 EMPLOYMENT. 

20 "In the case of any service, performed in the employ of 

21 a corporation, community chest, fund, or foundation, or

22 ganized and operated exclusively for religious, charitable, 

23 scientific, literary, or educational purposes, or for the pre

H1. R. 2893-8 
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1 vention of crielty to children or animals, no part of the net 

2 earnings of which inures to the benefit of any private share

3 holder or individual, and no substantial part of the activities 

A o + 
01' wich is oariyyng orn propaganda, orotherwise atepig 

5 to influence legislation, the employer for whom such service 

6 is performed may pay, at such time or times and subject to 

'7 such terms and conditions as may be prescribed in regulations 

8. under this subchapter, amounts equivalent to the contribu

9 tions which would be imposed under section 1410 on such 

10 employer, with respect to the wages paid for such service, but 

11 for the exclusion of such wages from the provisions of such 

12 section."


13 COLLECTION OF CONTRIBUTIONS


14 SEC. 304. Section 1420 (a) of the Internal Revenue


3- Code is amended to read:


16 "(a) ADMINISTRATION.-The contributions imposed by 

17 this subchapter shall be collected by the Bureau of Internal 

18 Revenue under the direction of the Secretary and shall be 

19 paid (together with interest, penalties, and additions to the 

20 contributions) into the National Social Insurance Trust 

21 Fund." 

22 ERRONEOUS PAYMENTS 

- SEC. 305. Section 1422 of the Internal Revenue Code 

24 is amended to read: 
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1 "SEC. 1422. ERRONEOUS PAYMENTS. 

2 "Any contribution paid under this subchapter by a per

3 son with respect to any period with respect to which he is 

4 not liable for the contribution under this subchapter shall 

5 be credited against the tax, if any, imposed by subchapter 

6 B upon such person, and the balance, if any, shall be 

7 refunded." 

8 DEPOSITS BY THE POSTMASTER GENERAL 

9 SEC. .306. Section 1423 (c) of the Internal Revenue 

10 Code is amended to read: 

11 " (c) DEPOSIT OF RECEIPTS.-The Postmaster General 

112 shall at least once a month transfer to the Treasury for de

13 posit in the National Social Insurance Trust Fund all receipts 

14 so deposited." 

15 DEFINITION OF WAGES 

16 SEC. 307. Section 1426 (a) of the Internal Revenue 

17 Code is amended to read: 

18 " (a) WAGES.-The term 'wages' means all remunera

19 tion for employment, including the cash value of all re

20 muneration paid in any medium other than cash and includ

21 ing gratuities received after 1949 by an employee in the 

22 course of his employment from persons other than the per

23 son employing him; except that such term shall not 

24 include
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1L "(1) that part of the remuneration paid prior to 

2 January 1, 1950, which would be excluded under the 

3' provisions of this section as in effect prior to the Social 

4 Security Amendments of 1949; 

5 "(2) that part of the remuneration which, after 

6 remuneration equal to $4,800 with respect to employ

7 ment has been paid to an individual by an employer 

8 during any calendar year after 1949, is paid to such 

9 individual by such employer during such. calendar year; 

10 "(3) the amount of any payment under an insur

11 ance policy or from a trust fund, or from such other 

12 separate funded account as may be determined by reg

1.3 ulations under this subchapter, made after December 

14 31, 1949, to, or on behalf of, an employee under a plan 

15 or system established or agreed to by an employer 

16 which makes provision for his employees generally or 

17 for a class or classes of his employees (including any 

18 amount paid after such. date by an employer for insur

19 ance or annuities, or into a fund, to provide for any such 

20 payment) (A) on account of death, but only if the 

21 employee (i) has not the option to receive, instead of 

22 provision for such death benefit, any part of such pay

23 ment or, if such death benefit is insured, any part of the 

24 premiums (or contributions to premiums) paid by his 

25 employer, and (ii') has not the right, under the provi
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sions of the plan or system or policy of insurance pro

viding for such death benefit, to assign such benefit, or 

to receive a cash consideration in lieu of such benefit 

either upon his withdrawal from the plan or system 

providing for such benefit or upon termination of such 

plan or system or policy of insurance or of his employ

mnent with such employer, or (B) on account of sickness 

or accident disability, or medical and hospitalization ex

penses in connection with sickness or accident disability; 

" (4) payments made after December 31, 1949, 

to an employee (including any amount paid after such 

date by an employer for insurance or annuities, or into 

a fund, to provide for any such payment) on account 

of retirement; 

"(5) payments (other than those specified in sub

paragraph (3) ) made after December 31, 1949, by 

an employer for sickness or accident disability, or 

medical and hospitalization expenses in connection with 

sickness or accident disability, after the expiration of 

six months following the month in which the employee 

stopped rendering services for such employer; 

"(6) the payment made after December 31, 1949, 

by an employer (without deduction from the remunera

tion of the employee) of any tax or contribution re
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1 quired from an employee under any Federal or State 

2 social insurance law; 

3 "(7) the value of services exchanged after De

4 cember 311, 11949, for other services; 

5 "(8) remuneration paid in any quarter after De

6 cember 31, 1949, to an employee by an employer for 

7 service performed by such employee for such employer 

8 in connection with the employer's operation of a farm 

9 or not in the course of the employer's trade or business, 

10 if such remuneration is less than $25." 

11 DEFINITION OF EMPLOYMENT 

12 SEC. 308. (a) That part of subsection (b) of sec

1~3 tion 1426 of the Internal Revenue Code which precedes 

14 paragraph (1) thereof is amended to read.: 

15 "(b) EMPLOYMENT.-The term 'employment' means 

16 any service performed prior to January 1, 1940, which was 

17 employment as defined in this section prior to such date, 

18 and any service performed after December 31, 1939, and 

19 prior to January 1, 1950, which was employment as de

20 Bined in this section as in effect at the time the service was 

21 performed, and any service, of whatever nature, performed 

22 after December 31, 1949, either (A) by an employee for 

23 the person employing him, irrespective of the citizenship or 

24 residence of either, (i) within the United States, or (ii) 

25 on or fin connection with an American vessel or American 
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iaircraft under a contract of service which is entered into 

2 within the United States or during the performance of which 

3 the vessel or aircraft touches a point in the United States, 

4 if the employee is employed on and in connection with such 

5 vessel or aircraft when outside the United States, or (B i 

6 outside the United States by a citizen or resident of the 

7 United States as an employee for an American employer, 

8 except-". 

9 (b) Such section 1426 (b) is further amended by 

10 striking out paragraphs (1), (2), (3), (13), (14), and 

11 (15) andby redesignating paragraphs (4), (5), (6), ~(7), 

12 (8), (9), (10), (11), (12), and (16) as paragraphs 

13 (1), (2), (4), (5), (6), (7), (8), (9), (10), and 

14 (11), respectively. 

15 (c)Such section 1426 (b)isfurther amended by in-

16 serting after the paragraph herein redesignated as paragraph

17 (2)the following new paragraph: 

18 " (3) Service performed on or inconnection with an air-r 

19 craft not an American aircraft, by an employee, ifthe em

20 ployee isemployed on and in connectioji with such air

21 craft when outside the,United States;". 

22 (d) The paragraphs of such section 1426 (b)herein 

23 redesignated as paragraphs (4), ('5), (6), (7), and (8) 

24 are amended to read: 

"(4) Service inthe.-employ of the United States (other
25 
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1 than service 'in the active military or naval service of the 

2 United States) , or in the employ of an instrumentality of 

3 the United States which (i) is wholly owned by the United 
4States or NDi is exempt firom-j the contribution fimposed by 

5 section 1410 by virtue of any other provision of law, if such 

6 service is covered by a retirement system of the United 

7 States or of such instrumentality (which system was estab

8 lished by or pursuant to any law of the United States), or 

9 if such service is performned by the President or Vice Presi

10 dent of the United States or Ity any. member or employee of 

11 the legislative branch of the Government; 

12 " (5) Service performed in the employ of a State or any 

13 political subdivision thereof, or any instrumentality of any 

14 one or more of the foregoing which is wholly owned by one 

15 or more States or political subdivisions; and service per

16 formed in the employ of any instrumentality of one or more 

17 States or political subdivisions, to the extent that the instru

18 mentality is, with respect to such service, inmmune under 

19 the Constitution of the United States from the contribution 

20 imposed by section 1410; 

21 " (6) Service performed by a duly ordained, com

22 missioned, or licensed minister of a church in the exercise 

23 of his ministry or by a member of a religious order in the 

24 exercise of duties required by such order; 
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1 "(7) Service performed by an individual as an employee 

2 or employee representative as defined in section 1532; 

3 " (8) (A) Service performed in any calendar quarter 

4 in the employ of an organization exempt from income tax 

5 under section 101, if the remuneration for such service is 

6 less than $50; 

7 " (B) Service performed in any calendar quarter in 

8 the employ of a school, college, or university if such service 

9 is performed by a student who is enrolled and is regularly 

10 attending classes at such school, college, or university and 

11 the remuneration for such service (exclusive of room, board, 

12 and tuition) is less than $50". 

.13 (e) Section 1426 (c) of the Internal Revenue Code 

14 is a-mended by striking out " (9) " and inserting in lien 

15 thereof " (7) ". 

16 (f) Section 1426 (g) is amended to read: 

17 "(g) AMERICAN VESSEL AND AiRCRAFT.-The term 

18 'American vessel' means any vessel documented or numbered 

19 under the laws of the United States; and includes any vessel 

20 which is neither documented or numbered under the laws 

21 of the United States nor documented under the laws of any 

22 foreign country, if its crew is employed solely by one or 

23 more citizens or residents of the United States or corpora

24 tions organized under the laws of the United States or of 
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1 any State; and the term 'American aircraft' means an air

2 craft registered under the laws of the United -States." 

3 .(g). Section 1426 (h) of the Internal Revenue Code 

A

4 is amended to reaa: 

5 "(li) FARM.-The term 'farm' includes stock, dairy, 

6 poultry, fruit, fur-hearing animal, and truck farms,. planta

7 tions, ranches, nurseries, ranges, greenhouses or other similar 

8 structures used primarily for the raising of agricultural or 

9 horticultural commodities , and orchards.": 

10 (h) Subsections (i) and (j) of section 1426 of the 

11 Internal Revenue Code are amended to read: 

12 " (i) AMERICAN EMPLOYER.-T-he term 'American 

13 employer' means (1) the United States, (2) an individual 

14 who is a resident of the United States, (3) a partnership 

15 composed solely of persons who are residents of the United 

16 States, (4) a trust all of the trustees of which are residents 

17 of the United States, (5) a corporation organized under the 

18 laws of the United States or of any State, or (6) a corpora

19 tion doing business within the United States. 

20 " (j) FEDERAL SEFRvicE.-With respect to any service 

21 included as employment under this section which is per

22 formed in the employ of the United States or in the employ 

23. of any instrumentality which is wholly owned by the United 

24States, the determinations as to whether an individual has 

25 performed such service, the periods of such service, the 
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1 amounts of remuneration for such service which constitutes 

2 'wages' under the provisions of this section, or the periods 

3 in which or for which such wages were paid shall be made 

4 (subject to the provisions of this section) by the head of 

5the appropriate Federal agency or instrumentality, and such 

6 agents as such head may designate; and such head is author

7 ized and directed to comply with the provisions of the in

8 ternal revenue laws as the employer of individuals whose 

9 services are included under the provisions of this subsection, 

10 except to the extent provided in section 1431. In the case 

11 of service in the active military or naval service of the 

12 United States, the term 'wages' shall include allowances 

13 paid for the benefit of the individual performing such service, 

14 but shall not include allowances attributable to his depend

15 ents. For purposes of this subchapter (other than section 

16 1431), service performed in the employ of the United States 

17 shall include service performed by a civilian employee, not 

18 compensated from funds appropriated by the Congress, in 

19 the Army Exchange Service, Army Motion Picture Service, 

20 Naval Ship's Service Stores, Marine Corps post exchanges, 

21 or other activities, conducted by an instrumentality of the 

22 United States subJect to the jurisdiction of the Secretary of 

23 Defense, at installations of the National Military Establish

24 ment for the comfort, pleasure, contentment, and mental and 

25 physical improvement of personnel of such establishment. 
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For such purposes, the term 'active military or naval service 

of the United States' shall include active service as a mem

ber of the Coast Guard (whose pay is governed by the Pay 

Readjustment Act of 1942 (37 U. S. C., ch. 2) ) or as a 

commissioned officer of the Coast and Geodetic Survey or 

the Public Health Service." 

CONTRIBUTIONS FOR SERVICE IN TUE EMPLOY OF TME 

UJNITED STATES 

SEC. 309. Section 1431 of the Internal Revenue Code is 

amended to read: 

"SEC. 1431. CONTRIBUTIONS FOR SERVICE IN EMPLOY OF 

THE UNITED STATES. 

"The Secretary of Defense; the Federal Security- Admin

istrator, the Secretary of the Treasury, or the Secretary of 

Commerce, as may be appropriate, shall not deduct the 

amount of contributions imposed under section. 1400 with 

respect to service in -the active military or naval service 

of the United States, nor shall he or the head of any Fed

eral agency pay the amount of contributions imposed under 

section 1410 with respect to wages for service in the employ 

of the U~nited States which is included under the provi

sions of section 1426 (j). There is hereby authorized to 

be appropriated to the National Social Insurance Trust 

Fund from time to time an amount equal to the sum of the 

following: 

"a) The contributions imposed pursuant to section 
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1 1400 with respect to wages for service in the active 

2 military or naval service of the United States; 

3 " (b) The contributions imposed pursuant to sec

4 tion, 1410 with respect to wages for service in the 

5 employ of the United States which is included under 

6 the provisions of section 1426 (j) ;and 

7 " (c) The additional cost incurred by treating 

8 remuneration for such service in the active military 

9 or naval service of the United States as wages for 

10 purposes of insured status under section 205 (d) of 

11 the Social Security Act and for purposes of the amount 

12 of the benefit under section 202 (e) of such Act. 

13 The amounts determined under subparagraph (a) or (b) 

14 hereof shall from time to time be reduced to the extent deter

1t5 mined by the Secretary of Defense, the Federal Security 

16 Administrator, the Secretary of the Treasury, or the Secre

17 tary of Commrce, as may be appropriate, to be equivalent 

18 to the amounts which were paid with respect to wages to 

19 which section 203 (c) (4) 6f the Social Security Act, as 

20 amended, is applicable." 

21 TECHNICAL AMENDMENTS IN CHAPTER 9 

22 SEC. 310. (a) The heading of 'chapter 9 of the In

23 ternal Revenue Code is amended to read "EMPLOYMENT 

24 CONTRIBUTIONS AND TAXES" 



126'


1 (b) The headings of parts I and II of subchapter A 

2 of such chapter 9 are each amended by striking- out "TAX 

3 ON" and inserting in lieu thereof "CONTRIBUTIONS BY". 

4 c) 'The heading of section 140 of the Internal Reve

5 nue Code is amended, by striking out "TAX" and inserting 

6 in lieu thereof "CONTRIBUTION". 

7 (d) Section 1401 (c) of the Internal Revenue Code 

8 is amended by striking out "tax" and "the tax" and inserting 

9 in lieu thereof "the contribution". 

10 (e) Section 1402 of the Internal Revenue Code is 

11 amended by striking out "tax" and inserting in lieu 

12 thereof "contribution" and by striking out "taxpayer" and 

13' inserting in lieu thereof "employe&'; and the heading thereof 

14 is amended by striking out "TAX" and inserting in lieu 

15 thereof "CONTRIBUTION". 

16 (f) Section 1403 of the Internal, Revenue Code is 

.17 amended by striking out "tax" and inserting in lieu thereof 

~'8"contributions" . 

19 (g) Section 1411 of the Internal Revenue Code is: 

20 amended by striking out "tax" and "the' tax" and inserting 

21 in lieu thereof "the contribution"; and the heading thereof 

2.2 is amended by striking out "TAX" and inserting in lieu 

23 -thereof "CONTRIBUTION". 

24 (h) Subsection (b), (c), and (d) of section '1420 of 

25 the Internal Revenue Code are each amended by striking 
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out "tax" and inserting in lieu thereof "contribution", by 

striking out "taxes" and inserting in lieu thereof "contribu

tions", and by striking out "taxpayer" and inserting in lieu 

thereof "person paying the contribution". The heading of 

such subsection (b) is amended by striking out "TAX" and 

inserting in lieu thereof "CONTRIBUTION"; and the head

ing of such section 1420 is amended by striking out 

"TAXES" and inserting in lieu thereof "CONTRI

BUTIONS" 

(i) Sections 1421, 1423 (a), and 1425 of the Internal 

Revenue Code are each amended by striking out "tax" and 

inserting in lieu thereof "contribution". 

(j) Sections 1428 and 1430 of the Internal Revenue 

Code are each amended by striking out "taxes" and inserting 

in lieu thereof "contributions". 

SELF-EMPLOYMENT 

SEc. 311. Chapter 9 of the Internal Revenue Code is 

further amended by adding the following new subchapter 

at the end thereof : 

"SUBCHAPTER F-CONTRIBUTIONS BY SELF

EMPLOYED INDIVIDUALS 

-SEC. 1640. RATE OF CONTRIBUTION. 

"In addition to other taxes, there shall, for the purpose 

of providing funds for the payment of benefits under title I 

of the Social Security Act, be levied, collected, and paid 
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1 upon the self-employment income of every individual a corn


2 pulsory contribution, with. respect to the carrying on of a


3trade or business, equal to 2-~per centum of the sell-7employ


4 mnent income of such individual for each contribution year 

5 beginning after December 31, 1948. 

6 "SEC. 1641. DEFINITION OF SELF-EMPLOYMENT INCOME. 

7 "The term 'sell-employment income' means (with the 

8 exclusions and limitations provided in section 1642) the 

9 gross income (as computed under section 22) derived by 

10 an "individual from a trade or business carried on within the 

11 United States, less the deduction allowed in computing net 

12 income by section 23 which are attributable to. such trade 

13 or business, (other than the deduction allowed by section 

14 23 (s)) . 

15 "SEC. 1642. EXCLUSIONS AND LIMITATIONS. 

16 " (a) EXCLUIrsONS.-In computing self-employmefit in

17 come of an individual under this subchapter, the following 

18 items shall not be included: 

19 " (1) Rentals from real estate (unless received in 

20 the course of such. individual's trade or business as a 

21 real-estate dealer, or received from the operation of a 

22 rooming house or hotel which is operated primarily 

23 for the production of income) 

24 "(2), Gains from the sale or -exchange of capital 

25. assets (as, defined in section 1 17), or of real property 
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1 used in such individual's trade or business, or of property, 

2 other than capital assets, which is subject to the allow

3 ance for depreciation provided in section 23 (1) 

4 " (3) Income derived by an individual, from the 

5 performance of services as an employee; 

6 " (4) Income derived by a duly ordained, corn

7 missioned, or licensed minister of a church in the exer

8 cise of his ministry or by a member of a religious order 

9 in the exercise of duties required by such order; 

10 " (5) Income derived from a trade or business dur

11 ing a twelve-month contribution year by an individual 

12 whose gross income for such year as computed under 

1a section 22 is less than $500 or for whom the amount 

14 computed under the preceding provisions of this sub

15 chapter is less than $200 for such year: Provided, That 

16 the Secretary shall by regulation prescribe the minimum 

17 gross income and the minimum amount computed under 

18 such preceding provisions which are necessary for the 

19 purposes of this subparagraph in the case of a contribu

20 tion year of less than twelve months so that results con

21 sistent with the foregoing provisions of this subparagraph 

22 may be obtained; 

23 "(6) That part of the amount computed under 

24 the preceding provisions of this subehapter for a twelve

ll.R. 2893-9 
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month contribution year for an individual which, when 

2 added to the wages paid to such individual during such 

3 year, exceeds $3,000 in the case of a contribution year 

4 which begins prior to January 1, 1-950, or $4,800 in the 

5 case of a contribution year -which begins on or after 

6 such date: Provided, That the Secretary shall by regil

7 lation prescribe the maximum amount necessary for pur

8 poses of this subparagraph in the case of a contribution 

9 year of. less than twelve months so that results consistent 

10 with. the foregoing provisions of this subparagraph may 

11 be obtained. 

12 "(b) ITEMS NOT DEDUJCTIBLE.-In computing self

13 employment income under this subchapter, no deduction 

14 shall be allowed with respect to losses from the sale or ex

15 change of capital assets (as defined in section 117), or of 

16 real property used in an individual's trade or business, or of 

17 property, other than capital assets, which is subject to the 

18 allowance for depreciation provided in section 23 (1). 

19 " (C) HUYSBAND AND WIFE.-In the case of a trade or 

20 business carried on by a husband and his wife, or by either 

21 of them, the income derived therefrom shall, regardless of the 

22 treatment of such income under section 12 (d) or under 

23 applicable State law, be treated as the income of the spouse 

241 who- has the management and control of such trade or 

25 business. If both spouses have the management and control 
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1 of such trade or business (other than as partners) , so much 

2 of the income therefrom as is attributable to the services and 

S property of each spouse shall, regardless of the treatment of 

4 such income under section 12 (d) or under applicable 

5 State law, be treated as the income of such spouse. 

6 "SEC. 1643. OTHER LAWS APPLICABLE. 

7 "(a) All provisions of law, including penaltie's, appli

8 cable with respect to the contributions imposed by subchap

9 ter A shall, insofar as applicable and not inconsistent with 

10 the provisions of this subchapter, be applicable with respect 

11 to the contribution imposed by this subchapter, except that 

12 the provisions of section 1401 (c) relating to adjustments, 

13 section 1411 relating to adjustment of contribution, and sec

14 tion 1422 relating to erroneous payments shall not be 

15 applicable. 

16 " (b) All provisions of law, applicable with respect to 

17 the tax imposed by chapter 1, insofar as applicable and not 

18 inconsistent with the provisions of this subchapter or with 

19 the provisions applicable with respect to the contributions 

20 imposed by subchapter A which are made applicable to this 

21 subchapter by subsection (a) , shall be applicable with re

22spect to the contribution imposed by this subchapter, except 

23 that the provisions of sections 31, 32, 33, 35, 51 (b) , 58, 

24 59, 60, 103, 107, 131, 145, and 186, and Supplements L, 

25 M, N, and 0 shall not be applicable. 
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-1 "SEC. 1644. NONDEDUCTIBILITY OF CONTRIBUTION FROM 

2 NET INCOME. 

3 "For purposes of the income tax imposed by chapter 1 

4or by any ACt of Congress in saubstitultion therefor, the con

5 tribution imposed by this subchapter shall not be allowed as 

6 a deduction to the taxpayer in computing his net income. 

7 "SEC. 1645. CONTRIBUTION YEAR. 

8 "For purposes of this subchapter, the term 'contribution 

9 year' means 'taxable year' as defined in section 48. 

10 "SEC. 1646. ADMINISTRATION. 

II "The contribution imposed by this subchapter shall be 

12 collected by the Bureau of Internal Revenue under the 

13 direction of the Secretary of the Treasury and shall be paid 

14 (together 'with interest, penalties, and additions to the con

15 tribution) into the National Social Insurance Trust Fund. 

16 "'SEC. 1647. SHORT TITLE. 

17 "This subchapter may be cited as the 'Federal Self

18 Employment Contributions Act"'". 

19 BEFFECTIVE DATES 

20 SEC. 312. (a) The amendments made by section 311 

21 of this Act shall be effective with respect to contribution 

22 years beginning after December 31, 1948. 

23 (b) The amendments made by sections 301 and 303 

24 (a) of this Act shall be effective J-anuary 1, 1949. 

25 (c) The amendments made by the remaining sections 
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1 of this title shall be effective with respect to contribution 

2 years beginning after December 31, 1949. 

3 TITLE IV-MISCELLANEOUJS AMENDM1ENTS 

4 REPORTS TO CONGRESS 

5 SEC. 401. (a) Subsection (c) of section 541 of the 

6 Social Security Act is repealed. 

7 (b) Section 704 of such Act is amended to read: 

8 itRE1PORTS 

9 "SEc. 704. The Administrator shall make a full report 

10 to Congress, at the beginning of, each regular session, of 

11, the administration of the functions with which he is charged 

12 under this Act. In addition to the number of copies of such 

13 report authorized by other law to be printed, there is hereby 

14 authorized to be printed not more than twenty-five hundred 

15 copies of such report for use by the Administrator for dis

16 tribution to Members of Congress and to State and other 

17 public or private agencies or organizations participating in 

18 or concerned with the social security program." 

19 OFFICE OF COMMISSIONER FOR SOCIAL SECURITY 

20 SEC. 402. (a) Section 701 'of such Act is amended to 

21 read: 

22 "cOFFICE OF COMMISSIONER FOR SOCIAL SECURITY 

23 "SEC. 701. There shall be in the Federal Security 

24 Agency a Commissioner for Social Security, appointed by 

25 the Administrator, who shall perform such functions- relating 
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to social security as the Administrator shall assign to him." 

(b) Section 908 of the, Social Security Act Amend

ments of 1939 is repealed. 

INCLUSION OF PUERTO RICO AND THE VIRGIN ISLANDS IN 

TITLE II 

'SEC. 403. Paragraph (2) of section 1101 (a) is 

amended by striking out the period at the end and inserting 

in lieu thereof "and when used in title II includes Puerto 

Rico and the Virgin Islands". 

ADMINISTRATOR DEFINED 

SEC. 404. Section 1101 (a) of the Social Security Act 

is further amended by adding at the end thereof the fol

lowing new paragraph: 

"(7) The term 'Administrator', except when the 

context otherwise requires, means the Federal Security 

Administrator." 

DELEGATION OF FUNCTIONS, FURNISHING OF INFORMA

TION, AND ADVISORY COUNCILS-

SEc. 405. Title XI of the Social Security Act is 

'amended by adding after section 1107 the following new 

sections: 

DELEGATION OP FUNCTIONS 

"SC. 1108. The functions of the Administrator under 

this Act shall be performed by him or under his direction 



1 and control by officers and employees of the Federal Security 

2 Agency as he may designate. 

3 "FURNISHING OF WAGE RECORD AND OTHER 

4 INFORMATION 

5 "SEc. 1109. (a) (1) The Administrator is authorized, 

6 at the request of any agency charged with the administra

7 tion of a State unemployment compensation law (with re

8 spect to which such State is entitled to payments under 

.9 section 302 (a) of this Act) and to the extent consistent 

10 with the efficient administration of this Act, to furnish to 

11 such agency, for use by it in the administration of such 

12 law or a State temporary disability insurance law admin

13 istered by it, information from or pertaining to wage rec

14 ords, including account numbers, maintained by the Admin.

15 istrator in accordance with section 213 (c) of this Act. 

16 " (2) At the request of any agency, person, or organi

17 zation, the Administrator is authorized, to the extent con

18 sistent with efficient adminstration of this Act and subject 

19 to such conditions or limitations as he deems necessary, to 

20 furnish special reports on the wage and employment records 

21 of individuals and to conduct special statistical studies of, and 

22 compile special data with respect to, any matters related to 

23 the programs authorized by this Act. 

24 " (b) Requests under subsection (a) shall be complied 

25 with only if the agency, person, or organization making the 
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1 request agrees to make payment for the work or information 

2 requested in such amount, if any (not exceeding the cost of 

3 performing the work or furnishing the information) , as may 

4be determined by the Administrator. A State agency may 

5 make the payments for information furnished pursuant to 

6 paragraph (1) of subsection (a) by authorizing deductions 

7 from amounts certified by the Administrator under section 

8 302 '(a) of this Act for payment to such State. Payments 

9 for work performed or information furnished pursuant to this 

10 section, including deductions authorized to be made from 

11 amounts certified under section 302 (a), shall be made in 

12 advance or by way of reimbursement, as may be requested 

13 by the Administrator, and shall be deposited in the Treas

14 ury as a special deposit to be used to reimburse the appro

15 priations (including authorizations to make expenditures 

16 from the National Social Insurance Trust Fund) for the 

17 unit or units of the Federal Security Agency which per

1L8 formed the work or furnished the information. 

19 "(c) No information shall be furnished pursuant to this 

20 section in violation of section 1106 or regulations prescribed 

21 thereunder. 

.22 "NATIONAL SOCIAL SECURITY ADVISORY COUNCIL 

23 "SEC. 1110. (a) There is hereby established a Na

24 tional. Social Security Advisory Council (hereinafter called 

25 'the Council') for the purpose of consulting with the Ad
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1 ministrator, making findings, suggesting policies, studying 

2 administrative operations, and discussing problems relating 

3 to social security, and to insure impartiality, neutrality, and 

4 freedom from political influence in the solution of such 

5 problems. The Council shall consist of the Administrator 

6 who shall serve as Chairman, and twelve persons appointed 

71 by the Administrator without regard to the civil-service 

8 laws. Such appointed members shall, to the extent possible, 

9 represent employers and employees in equal numbers and 

10 the public. The annual report of the Administrator shall 

11 include a record of consultations with the Council, findings 

12 and recommendations of the Council, and comments thereon. 

13 " (b) Each appointed member shall hold office for a 

14 term of three years, except that any member appointed to 

15 fill a vacancy occurring prior to the expiration of the term 

16 for which his predecessor was appointed shall be appointed 

17 for the remainder of that term, except that, of the members 

18' first appointed, four shall hold office for a term of one year, 

19 four shall hold office for a. term of two years, and four shall 

20 hold office for a term of three years, as designated by the 

21 Administrator at the time of appointment. The Council 

22 is authorized to appoint such special advisory technical or 

23 professional committees as may be useful in carrying out its 

24 functions, and the members of such committees may be 

25 members of the Council, or other persons, or both. Ap
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1pointed members of the, Council anid members of technical 

2 or professional committees, while servingr on business of the 

3 Council (inclusive of travel time) , shall receive compensa

14 ton at rates fixed byV th Ad.'.srt- hut. not cxceeding 

5 $50 per day; and shall be entitled to receive actual and 

6 necessary traveling expenses and per diem in lieu of sub

7 sistence while so serving away from their places of residence. 

8 The Council, its appointed members, and its committees, 

9 shall be provided by the Administrator with such secretarial, 

10 clerical, or other assistance as may be required for carrying 

11 out their respective functions. The Council shall meet as 

12 frequently as the Administrator deems necessary, but not 

13 less than twice a year. Upon request by not less than one

14 third of the members, it shall be the duty of the Chainnan 

15 to call a meeting of the Council. 

16 "cNATIONAL SOCIAL SECURITY LEGISLATIVE ADVISORY 

17 COMMITTEE 

18 "SEC. 1111. (a) The Congress hereby finds that there 

19 is a need to study and reevaluate at regular intervals the 

20 operations of the Federal social-security program to ascertain 

21 whether and to what extent it is currently furnishing ade

22 quate protection for all segments of the population against 

23 the most important or common economic risks which it 

24 was designed to meet and to recommend changes in the 

25 program in accordance with changing needs and expe
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rnence. The Congress believes that such regular study and 

reevaluation in preparation for a general legislative recon

sideration of the social-security program should be regularly 

madertakers at six-year intervals by an impartial committee 

of outstanding citizens. 

" (b) To effectuate the policy set forth in subsection 

(a), the Speaker of the House of Representatives and the 

President of the Senate are hereby directed to appoint at 

six-year intervals a National Social Security Legislative 

Advisory Committee (hereinafter calledI 'the Committee') 

to study and report on problems relating to social security, 

and to recommend any legislative changes needed for the 

proper operation and continued sound development of the 

program. The first such Committee shall be appointed by 

the Eighty-fourth Congress and shall report to that Congress 

as early as is practicable. Subsequent Committees shall be 

appointed at six-year intervals. 

" (c) The Committee shall consist of eight persons 

selected by the Speaker of the House of Representatives 

aft~er consulting with the Committee on Ways and Means, 

and eight persons selected by the President of the Senate 

after consulting with the Committee on Finance. To insure 

a representative approach, the Speaker of the House of 

Representatives and the President of the Senate shall, in 

selecting members of the Committee, choose persons repre
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sentative of employees, employers, the self-employed, and 

the general public. 

" (d) The Committee shall select its own Chairman. 

The Committee is authorized to appoint such 'technical, or 

professional staff as may be useful in carrying-out its func

tions and the members of such staff may be members of 

the Committee, or other persons, or both. Members of the 

Committee and members of its technical or professional staff, 

while serving on business of the Committee (inclusive of 

travel tinfie), shall receive compensation at rates fixed by 

the Chairman of the Committee, but not exceeding $50 per 

day; and shall be entitled to receive actual and necessary 

travel expenses and per diem in lieu of subsistence while 

so serving at places away from their residence. The Coin

mittee and its staff shall be provided with such secretarial, 

clerical, or other assistance as may be required for carrying 

out their respective functions. The Committee, or a duly 

constituted subcommittee, is authorized to request the use of 

the services, information, facilities, and personnel of the de

partments and agencies in the executive branch of the 

Government in the performance of its duties under this 

section. 

"(e) There is hereby authorized to be appropriated 

from the National Social Insurance Trust Fund such sums as 

are necessary for the expenses of the Committee and its staff. 
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1 "()The Committee shall include in its reports to the 

2 Congress recommendations on all aspects of the social-security 

3 program, particularly concerning (1) the coverage -of the 

4 program; (2) the risks against which protection is or should 

5 be afforded; (3) the adequacy of benefits provided under 

6 such program in relation to wage levels, cost of living, and 

'7 employment, taking into account the costs of any sugge~ted 

8 alternatives and other relevant factors; (4) methods of fi

9 nancing such program; and (5) methods of providing incen

10 tives to beneficiaries, particularly disabled persons, for 

11 rehabilitation and employment." 

12 AMLENDMENT TO FARM LOAN ACT 

13 SEC. 406. The first paragraph of section 26 of the Fed

14 eral Farm Loan Act (12 U. S. C. 931) is amended by 

15 striking out the period at the end of the first sentence thereof 

16 and inserting in lieu of such period the followinag: " and 

17 except, in the case of, national farm loan association, the 

18 contributions imposed by section 1410 of the Federal Insur

19 ance Contrubtions Act with respect to wages paid after De

20 cember 31, 1949, for employment after such date (other 

21 than service performed by an individual to whom the Act 

22 of May 29, 1930 (46 Stat. 468), as amended, applies) ." 

23 AMENDMENT TO FEDERAL CREDIT UNION ACT 

24 SEC. 407. Section 18 of the Federal Credit Union Act, 

25 as amended (12 U. S. C. 1768), is amended by striking out 
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1 the period at the end of the first sentence thereof and in-

2 serting in lieu of such period the following: "; and except 

3 that Federal credit unions shall be subject to the contribu

~4 tions imposed by section 1410 of the Federal Insurance -Con

5 tributions Act with respect to wages paid after December 

6 31, 1949, for employment after such date (other than serv

7 ice performed by an individual to whom the Act of May 29, 

8 1930 (46 Stat. 468), as amended, applies) ." 

9 AMENDMVENTS TO SOCIAL SECUIRITY ACT AMENDMENTS 

10 OF 1946 

11 SEC. 408. Section 415 of the Social Security Amend

12 ments of 1946 is amended, as of August 10, 1946, by strik

13 ing out "section 204" and inserting in lieu thereof "section 

14 203" 

15 REPEAL OF PUBLIC LAW 642 (EIGHTIETH CONGRESS) 

16 SEC. 409. (a) Sections 1 and 2 of Public Law 642 of 

17 the Eightieth Congress, entitled "Joint resolution to main

18 tain the status quo in respect of certain employment taxes 

19 and social-security benefits pending action by Congress on 

20 extended social-security coverage", are hereby repealed as 

21 of June 14, 1948 (the date of the enactment of such public 

22 law). 

23 (b) No tax or contribution shall be collected under the 

24 Federal Insurance Contributions Act or the Federal Un

25employment Tax Act, with respect to wages paid, prior to
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the first day of the second calendar quarter which begins 

after the date of the enactment of this Act, to an 'individual 

who in the performance of the services for which such wages 

were paid would not be an employee (as defined in such 

Contributions or Tax Act) were it not for the enactment 

of subsection (a) of this section. 

(c) Every employer of an individual referred to in 

subsection (b) shall, at such time or times and in such 

manmer as may be prescribed by regulations made by the 

Commissioner of Internal Revenue with the approval of 

the Secretary of the Treasury, furnish to the Commissioner 

of Internal Revenue such information with respect to the 

wages paid to every such individual after December 31, 

1944, and prior to the first day of the second calendar 

quarter which begins after the date of the enactment of this 

Act, as may be required by such regulations, to the extent 

that such wage information is obtainable. 
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COMPARISON OF PRINCIPAL CHANGES IN STATE-FEDERAL 
PUBLIC ASSISTANCE AND WELFARE SERVICE PROGRAMS 
UNDER H. R. 2892, WITH EXISTING PROGRAMS UNDER 
SOCIAL SECURITY ACT 

(NOTE.-Under the bill Federal grants-in-aid to the States under titles I, IV; 
and X and part 3 of title V of the Social Security Act would be prohibited after 
June 30, 1951.) 

I. CASE ASSISTANCE 

EXISTING LAW 

'Three categories defined for assist-
ance purposes as needy persons-
(1) 65 years of age and over, (2) blind, 
and (3) children under 16 years of age 
and children 16 to 18 years of age, if 
they are regularly attending school. 

II. MEDICAL 

Federal sharing in costs of medical 
care limited to amounts paid to 
recipients that can be included within the 
monthly maximums on individual pay-
ments of $50 for aged and blind, and 
$27 for first child and $18 for each 
additional child in an aid to dependent 
children family. No State-Federal 
assistance provided persons in public 
institutions unless they are receiving 
temporary medical care in such insti-
tutions. 

PROPOSED CHANGES 

States may extend assistance to all 
needy persons and may continue, 
modify or abolish categories. 

ASSISTANCE 

Federal Government will share in 
medical assistance costs for needy 
persons on same matching basis as for 
cash assistance, up to an average of $6 
per month for each adult and $3 per 
month for each child on the assistance 
rolls. Medical care may be provided 
in public medical institutions as well 
as in private institutions. Payments 
for medical care may be made direct 
to suppliers of such care-doctors, 
hospitals, group hospitalization plans, 
etc. Medical assistance not provided 
for patients in institutions for tuber
culosis or mental disease. 

111. WELFARE SERVICES 

Adult welfare services available only 
to recipients of cash assistance and to 
a limited extent to applicants for 
assistance. Cost of such services are 
now shown as administrative costs, 
one-half of which is paid by Federal 
Government. Child-welfare services 
available in rural areas or areas of 
special need without regard to whether 
or not children receiving service are 
recipients of cash assistance. Current 
authorization for appropriations for 
child-welfare service-$3,500,000 per 
year, which is allotted to the States 
with approved plans as follows: $20,000 
to each State and the remainder on 
basis of rural population of the respec-
tive States. 

Adult welfare services and child wel-, 
fare services, available to recipients 
of assistance and to persons not in need 
of assistance, to be provided on a State
wide basis, as trained personnel become 
available. Appropriation of $12,000,000~ 
authorized for adult welfare services and 
same amount for child welfare services 
for fiscal year ending June 1950--there
after no limitation on appropriation. 
Appropriations for welfare services 
allotted to each State on the basis of 
(1) population, (2) financial resources, 
(3) extent of particular welfare problems. 
State money required to claim Federal 
funds allocated to a State is determined 
under same matching formula as for 
assistance (see V below). 
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IV. PERSONNEL TRAINING AND DEmONSTRATION PROJECTS 

EXISTING LAW PROPOSED CHANGES 

No specific statutory provisions for Appropriations to Federal Security
training personnel or for demonstration Administrator authorized for training
projects. The States have been au- of personnel and for conduct of demon
thorized to do both as part of child- stration projects in connection with 
welfare-service programs under the public-welfare programs in cooperation
broad language of part 3 of title V of with State agencies. 
tha Social Security Act. The Federal 
Government shares in the cost of train
ing personnel for 'the State-Federal 
public-assistance programs as such costs 
are chargeable as administrative ex
penses for old-age assistance, aid to the 
blind, and aid to dependent children. 

V. FEDERAL SHARE OF EXPENDITURES 

Federal share for old-age assistance Federal percentage for assistance,
and aid to blind is three-fourths of first welfare services, and administration is 
$20 of a State's average monthly pay- to range from 75 to 40, depending upon
ment plus one-half of the remrainder the relationship between a State's per
within maximums of $50; for aid to capita income and the national per
dependent children, three-fourths of the capita income. The Federal percentage
first $12 of the average monthly pay- for Alaska and Hawaii is 55 percent, and 
ment per child, plus one-half the re- for Puerto Rico and Virgin Islands,
mainder within maximums of $27 for which become eligible for grants-in-aid
the ffrst child and $18 for each additional for all programs, 75 percent. Maximum 
child in a family. Administrative costs matchable payments $50 for each of the 
shared 50 percent by Federal Govern- first two needy persons in a family and 
ment and 50 percent by States. Fed- $20 for each additional person.
eral funds for child-welfare services pro
vided without statutory requirement as. 
to the amount of the State share of the 
cost of such services. Puerto Rico and 
the Virgin Islands receive Federal funds 
for child-welfare services but not for the 
public-assistance programs. 

VI. REQUIREMENTS FOR APPROVAL OF STATE PLANS 

A. SINGLE AGENCY 

Single State agency requirement ap- Not more than one State agency may
plies to each program, so different supervise or administer the plan; only
agencies in a State may administer or one agency of a local subdivision of the 
supervise old-age assistance, aid to State may administer the total plan.
blind, etc. 

a. STATE-WIDE OPERATIONS 

Same, a~s proposedin the bill, for as- Plan for assistance must be in effect 
sistance programs but no requirement in all political subdivisions of a State;
for progressive development of child as to adult and child-welfare services,
welfare services on a State-wide basis, th~ere shall be progressive development
(Adult welfare services not specifically of a State-wide program as trained per-
provided foi in the act.) sonnel becolne available. 

C. STATE FINANCIAL PARTICIPATION TO ASSURE EQUITABLE TREATMENT 

State must participate financially in State must participate financially in 
the assistance plans but no specific pro- the plan and distribute funds within the 
vision regarding equitable treatment of State to assure equitable treatment of 
needy individuals, needy individuals. 
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D. STATE-WIDE STANDARDS 

EXISTING LAW 

No specific provision relating to State-
wide standards. Requirement for in-
come and resources same as proposed in 
the bill. 

PROPOSED CHANGES 

State must establish State-wide stand
ards necessary to the operation of the 
plan and such standards must be di
rected toward enabling each needy in
dividual to secure the essentials of living. 
Income and resourceS' of an individual 
claiming assistance must be taken into 
consideration in determining need. 

E. 'BASIS FOR CATEGORIES 

Categories are mandatory. 

F. ASSISTANCE TO BE 

No specific provision relating to op-
portunity to apply for assistance and 
furnishing of assistance promptly, 

G. FAIR 

Fair hearing must be provided indi-
vidual whose claim for assistance is 
denied. No specific provision for indi- 
vidual whose claim is not acted upon 
within a reasonable time. No statutory 
provision for fair hearing for child-wel
fare program. 

If assistance is to be administered by 
categories, State must provide a reason
able basis for establishing such cate
gories. 

FURNISHED PROMPTLY 

Opportunity must be afforded all in
dividuals to apply for assistance and 
such assistance must be furnished 
promptly. 

HEARING 

Fair hearing must be provided by 
State agency to individual whose claim 
for assistance or welfare services is de
nied or not acted upon within reasonable 
time. 

H. EQUAL PROTECTION OF THE LAWS 

No specific provision relating to Determinations of eligibility for as-
assuring individuals equal protection of sistance or welfare services must be 
t~he laws. made so as to assure to every individual 

the equal protection of the laws. 

I. METHODS OF ADMINISTRATION AND TRAINING 

Same for the assistance programs as Methods of administration necessary 
proposed in the bill, except there is no for the proper and efficient administra~
specific provision in the act requiring a tion of the plan, including a merit sys
training program for personnel. tern and a training program for person

nel, must be provided. 

J. CONFIDENTIAL NATURE OF INFORMATION 

Safeguards to protect the confidential Safeguards must be established to 
nature of information, similar to those protect the confidential nature of infor
proposed in the bill, are required for mation about applicants or recipients. 
the assistance programs. The use of Use of such information is restricted 
such information is restricted to pur- "to purposes directly connected with 
poses directly connected with the admin- the' assistance or services which the 
istration of the program. No statutory individual is applying for or receiving 
provision relating to confidential nature under the plan." 
of information for child-welfare service. 

K. STANDARDS FOR INSTITUTIONS 

No provision requiring a State author- If the plan provides for assistance to 
ity to establish and maintain standards persons in private or public institutions, 
for institutions, the State, after July 1, 1953, must have 

a State authority to establish. and main
tain standards. for such institutions. 
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L. CITIZENSHIP 
EXISTING LAW PROPOSED CHANGES 

Assistance may, be denied persons No citizenship requirement may be 
who are not citizen'sof the United States. imposed by a State as a condition of 

eligibility for assistance or welfare 
services. 

M. RESIDENCE 

For old-age assistance and aid to the 
blind, a State may not require, as a 
condition of eligibility, residence in a 
State for more than 5 of the 9 years 
immediately preceding application and 
one continuous year before filing the 
application. For aid to dependent chil
dren, the maximum requirement for the 
child is 1 year of residence immediately 
preceding application, or if the child is 
less than a year old, birth in the State 
and continuous residence by the mother 
in the State for I year preceding the 
birth. 

N. TRANSFER 

NO provision limiting State from 
requiring transfer of property to State. 

No residence requirement may be 
imposed by a State, as a condition of 
eligibility, which excludes any individual 
who resides in the State. 

OF PROPERTY 

State may not require that property 
of applicant or recipient be transferred 
to State during the lifetime of the appli
cant or recipient. 



COMPARISON OF PRINCIPAL CHANGES IN THE OLD-AGE 
AND SURVIVORS SYSTEM UNDER R. R. 2893 WITH EXIST
ING LAW 

(NOTE.-All changes effective on July, 1, 1949 unless otherwise noted.) 

(1) BENEFITS PAYAH3LE TO
EXISTING LAW 

(a) Insured worker, age 65 or over. 

(b) Wife, age 65 or over, of insured 
worker. 

(c) Widow, age 65 or over, of insured 
worker. 

(d) Children under 18 of retired 
worker and children of deceased worker, 
and in latter case widows regardless of 
age. 

(e) Dependent parents, age 65 or 
over, of deceased worker if no surviving 
widow or child who could have received 
benefits. 

(f) Lump-sum death paymnent where 
no monthly benefits immediately pay
able. 

CHANGES IN H1.R. 2893 

Age requirement reduced to 60lfor 
insured women. 

Age requirement reduced to'60 and 
certain minor liberalizations of defini
tion of "wife." No age requirement if 
children uinder 18 are present. Benefits 
also payable to disabled husband, age 65 
or over. 

Age requirement 
Benefits also payable 
ower, age 65 or over. 

Certain dependency 

reduced Wto 60. 
to disabled wid-

and relationship 
requirements liberalized, especially in re
gard to dependency on married insured 
women. Child gets benefit continued 
beyond 18 if disabled. 

Age requirement reduced to 60][for 
women (i. e. mother of worker). 

Lump-sum for all insured deaths. 

(2) INSURED STATUS (BASED ON "QUARTERS OF COVERAGE," NAMVELY CALENDAR 
QUARTERS WITH $50 OR MORE OF COVERED WAGES) 

(a) Fully insured (eligible for all 
benefits) requires one quarter of cover-
age for each two quarters after 1936 and 
before minimum retirement age (or 
death if earlier). In no case more than 
40 quarters of coverage required. 

(b) Currently insured (eligible only
for child, widowed mother, and lump-
sum survivor benefits) requires 6 quar
ters of coverage out of 13 quarters 
preceding death. 

Requirement reduced to one quarter
of coverage for each four elapsed 
quarters. Special provision for con
verting annual self-employment income 
into "quarters of coverage." 

No change. 
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(3) WORKER'S MONTHLY BENEFIT AMOUNT (CALLED "PRIMARY BENEFIT") 

EXISTING LAW CHANGES IN H. R. 2893 

(a) Average monthly wage based on Average monthly wage based on high-
period from 1937 to age 65 (or death if est 5 years of coverage. 
earlier) regardless of whether in covered 
employment in all such years.

(6) Monthly amount is 40 percent of Monthly amount is 50 percent of first 
first $50 of average wage plus 10 percent $75 of average wage plus 15 percent of 
of next $200, all increased by 1 percent next $325, increased by 1 percent for 
for each year of coverage, each year of coverage, and unless in 

covered employment in entire period 
reduced by percentage of time out of 
covered employment since 1936 or 1949 
whichever gives smaller reduction. Ben
efits of present beneficiaries increased 
in July 1949.by table which gives effect 
to new benefit formiula and new average 
wage concept; on the average, benefits 
will be doubled, with somewhat greater 
relative increases for those receiving 
smallest amounts. 

(c) Minimum primary benefit, $10. $25. 
(d) Maximum family benefit, $85 or $150, or 80 percent of average wage 

80¶percent of average wage or twice the if less. 
primary benefit, whichever is less. 

(e) Illustrative primary benefits for 10 years of coverage, no period of non-
coverage: 

Present Proposed
Level monthly wage monthly mionthly

benefit benefit 

$100------------------------------------------------------------------ $27.50 $45.38 
$150------------------------------------------------------------------ 133.00 53.63 
$2800------------------------------------------------------------------- 38.50 81.88 
$250 ------------------------------------------------------------------ 44.00 70.13 
$300 ------------------------------------------------------------------ 44.'00 78.'38 
$350 ------------------------------------------------------------------ 44.00 86.63 
$400------------------------------------------------------------------- 44.00 9t85 

(f) Illustrative primary benefits for 40 years of coverage, no periods of non-
coverage. 

Present Proposed
Level monthly wage monthly monthly

benefit benefit 

$100------------------------------------------------------------------ $35.00 $57.75 
$150 ------------------------------------------------------------------ 42.00 88.25 
$20------------------------------------------------------------------- 49.00 78.75 
$250---------------------------------------------------------------------- 58.00 89.25 
$300---------------------------------------------------------------------- 56.00 99.75 
$350 ---------------------------------------------------------------------- 58.00 110.25 

$40--- ----- ----- ------ ----------- --- -- --- --- --- -- --- --- --- -- 58.00 120.75 

()filustrative primary benefits for 5 years of coverage, 5 years of noncoverage, 
all after 1949 (or alternatively all after 1936): 

Present Proposed 
Level monthly wage while working monthly monthly

benefit benefit 

$100------------------------------------------------------------------ $21.00 $22.89 
$150 ------------------------------------------------------------------ 23.63 26.82 
$2800------------------------------------------------------------------ 26. 25 30t94 
$250 ------------------------------------------------------------------ 28.88 35.07 
$co ------------------------------------------------------------------ 35 39.19 
$350 -----------------------------------------------------------------_ 31.50 43.32 

$4W-- -- ----- --- -- --- -- --- -- -- --- -- --- -- 47.44--- --- ----- ------ -- 31.50 
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(A) Illustrative primary benefits for 10 years of covetage, 30 years of noncover
age, all after 1949: 

Leelmothywae 	 ProposedhiePresent 
Lee aewieworking monthlyotl monthly

benefit benefit 

$100------------------------------------------------------------------ $11.00 $14.44
$150 ------------------------------------------------------------------ 16. 50 17. 06
$200 ------------------------------------------------------------------ 22.00 10.00 
$250 ------------------------------------------------------------------ 23.38 22.31
$300 - - - - - - - - - - - - - - - - - - - - - - - - - - - -- - - - - - - I-- - -- 2t3 8.
$350----------------------------------- ------------------------------- 2358 27.56
$400 ------------------------------------------------------------------ 23.38 30.19 

(i) Illustrative primary benefits for 30 years of coverage, 10 years of noncover
age, all after 1949, varying wage assumption: 

Assumed monthly wage during period of coverage Present Proposed 
___ _ __ ____ ____ ____ ____ __ __ -monthly monthly 

First 10 years Next 10years Last 10 years benefits benefits 

$100------------------- $150------------------- $200 -------------------- $34.13 $59.00 
$100 ------------ $1,50------------------- $300 -------------------- 35.75 74.81
$100 ------------ $150------------------- $400 -------------------- 35.75 90.56
$100 ------------ $200------------------- $200 -------------------- 35.75 59.06r 
$100 ------------ $200------------------- $300 -------------------- 37.38 74.81
$100 ----------- $200 ----------- $4500-------------------- 37.38 90.56

$20 --------- $200 ----------- $300 -------------------- 40.63 74.81 
$20 ------------------------------	 40.63 90.56$20 	 $400 --------------------

$200 ------------------ $300 ------------------ $400 -------------------- 42.25 90.56 

(4) BENEFIT AMOUNTS OF DEPENDENTS AND SURVIVORS RELATIVE TO WORKER'S 
MONTHLY PRIMARY BENEFIT 

EXISTING LAW CHANGES IN H. R. 2893 

(a) Wife, one-half of primary. No change. 
(b) Widow, three-quarters of primary. No change. 
(c) 	 Child, one-half of primary. No change, except for deceased worker 

family, first child gets three-quarters of 
primary. 

(di) Parent, one-half of primary. Three-quarters of primary. 
(e) Lump sum at death, six times pri- Three times primary benefit. 

mnary benefit. 

(5) 	 AMOUNT OF EMPLOYMENT PERMITTED BEN4EFICIARY FOR BENEFIT RECEIPT 
(WORK CLAUSE) 

No benefits paid for month in which Same except $15 limit is increased to 
$15 or more earned in covered employ- $50. 
mient. 

(6) COVERED EMPLOYMENT 

All except self-employment and em- All except employment on railroads 
ployment in Federal and State Govern- and in Federal civilian service where 
ments, railroads, nonprofit (charitable, covered by retirement system and cer
educational, and religious), agriculture, tamn miscellaneous work. State em-
and domestic service. ployment included on elective basis by 

the State, except where retirement sys
tem for policemen and firemen exists, 
coverage cannot be elected, and where 
retirement system for other employees 
exists, they must elect by referendum to 
be covered. Service in armed forces is 
not credited if pension or death benefits 
are payable under military system. 
Change effective in January 1950, except 
as to self-employment income, effective 
on 1949 income with tax payable in 
1950. 
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(7) EXTENDED OR (TOTAL) DISABILITY BENEFITS 

EXISTING LAW 	 CHANGES IN H. R. 2891 

None. For worker both currently insured 
and having 20,quarters of coverage out 
of last 10 years. Amount of primary 
benefit and dependents' benefits deter
mined as for retired worker. Benefits 
begin in July 1950. 

(8) 	 WEEKLY (OR TEMPORARY) DISABILITY BENEFITS (INCLUDING MATERNITY 
BENEFITS) 

None. Patterned after State unemployment 
insurance systems. Waiting period of 
1 week. Maximum benefit period of 26 
weeks (14 weeks for maternity). Total 
wages in base period (12-month period 
.preceding the 4 months before the be
ginning of benefits) must be at least 
$260. Weekly benefits for worker with
out dependents is roughly 50 percent of 
average wage in highest quarter of base 
period, with maximum of $30. Benefit 
is 60 percent for worker with one de
pendent (maximum $39), 65 percent for 
two dependents (maximum $42), and 
70 percent for three or more dependents 
(maximum $45). Federal workers and 
self-employed not included. Benefits 
begin in January 1950. 

(9) 	 MAXIMum ANNUAL WAGE AND SELF-EMPLOYMENT INCOME FOR TAX AND 
BENEFIT PURPOSES 

$3,000. 	 $4,800 after 1949. 

(10) TAX (OR CONTRIBUTION) RATES 

One percent on emnployer and I per- One and one-half percent on employer 
cent on employee through 1949, l ,• per- and 1Y2 percent an employee for July-
cent for 1950-51, and 2 percent there- December 1949 and 2 percent there
after, after, except

(a) For Federal employees including 
armed forces, 1!2 percent rate for 1950 
and after (for armed forces, employee 
contribution is paid by Government); 

(b) For self-employed, 2% percent 
rate for 1949 and after. Self-employ
ment income would be, in general, 
income from trade or business; 

(c) For nonprofit employment, 	 no 
tax is imposed on employer who can pay 
it voluntarily. If employer does not 
pay tax, employee receives credit for 
only 50 percent of his taxed wages. 

0 
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SECTION BY SECTION SUMMARY OF H. R. 2893 
NOTE.-The sections referred to hereafter are those of the Social Security Act 

(or the Internal Revenue Code when numbered 1400 to 1647) as amended and 
renumbered by this bill. All changes become effective July 1949 unless otherwise 
stated. 

Section 201 (a), Old-age and disability primary benefits (p.. 7) 
For old-age primary beneficiaries (i. e., insured workers) the mini

mum retirement age is reduced from 65 to 60 for women and con
tinued at 65 for men. Insured worker may also. receive primary 
benefits before the minimum retirement age if totally disabled, after 
a waiting period of 6 months, such disability preventing him from 
performing any substantially gainful work. These disability benefits 
'are first payable in July 1950. 
Section 201 (b), Wife's insurancebenefits (p. 9) 

The minimum eligibility age for a wife of an insured worker is 
reduced from 65 to 60; in addition, the age requirement is waived 
when a child under 15 is present. Wife's benefits are payable' in 
respect to both old-age and disability primary beneficiaries. The 
benefit amount is unchanged at 50 percent of the husband's primary 
benefit (less any primary benefit based on her own wages). 

Section 201 (c), Child's and disabled child's benefits (p. 10) 
Benefits are payable to children of both old-age and disability 

primary beneficiaries as well as to survivor children of insured workers, 
up to age 18 as previously and, in addition, are continued beyond 
then if the child is disabled at that age. The amount of the benefit 
is 50 percent of the primary benefit for each child except that an 
extra 25 percent of the primary benefit is payable to each family, to 
be divided uip among all the children. The conditions for determin
ing dependency of children are slightly liberalized in regard to depend
ency on fathers and other specified individuals but are materially 
liberalized in regard to dependency upon a married women (in any 
event, the child is dependent if the mother is either furnishing at 
least one-.half the support or if she is both fully and currently insured). 
Section 201 (d), Widow's insurance benefits (p. 15) 

The minimum eligibility age is reduced from 65 to 60. The benefit 
amount continues the same, namely, 75 percent of the worker's pri
mary benefit (less any primary benefit based on her own wages). 

Section 201 (e), Mother's insurance benefits (p. 16) 
Benefits in the amount of 75 percent of the worker's primary benefit 

continue to be paid to widowed mothers of eligible survivor children 
under age 15 (less any primary benefit based on her own wages). In 
addition, eligibility is added for a divorced mother who is not remrar
ried and received her chief support from the insured worker. 

1 
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Section 201 0f) parent's insurance benefits (p. 18) 
The minimum eligibility age is reduced from 65 to 60 for women 

but maintained at 65 for men. The benefit amount is increased from 
50 to 75 percent of the worker's primary benefit (less any primary 
benefit based on the parent's wages). The requirement is continued 
that the parent must have received at least one-half his support from 
the deceased worker and that there be no surviving spouse or child 
of the worker who is potentially eligible for monthly benefits. Con
ditions for eligibility are slightly liberalized by allowing foster parents 
to qualify. 

Section 201 (g), lump-sum death payments (p. 20) 
These payments are available for all insured deaths, whereas in 

present law available only when no immediate monthly benefits are 
payable. The benefit amount has been reduced from six. times the 
monthly primary benefit to three times. 

Section 201 (h), disabled husband's insurance benefits (p. 21) 
This new category provides benefits for husbands age 65 and over 

of female primary beneficiaries (whether old-age or disability); if such 
husband was totally disabled for more than 6 months and if the disa
bility began before his wife became entited to primary benefits. The 
benefit amount is 50 percent of the wife's primary benefit (less any 
primary benefit based on his own wages). These benefits are first 
payable in July 1950. 
Section 201 (i), Disabled.widower's insurance benefits (p. 23) 

This new category provides benefits for widowers age 65 and over 
of female fully insured workers or primary beneficiaries if such husband 
was totally disabled for more than 6 months both at the time of her 
death and when he attains age 65. The benefit amount is 75 percent 
of the wife's primary benefit (less any primary benefit based on his 
own wages). These benefits are first payable in July 1950. 

Section 201 (j), Applicationfor monthly benefits (p. 24) 
As in present law, monthly benefits may be paid 3 months retro

active from the date of filing. 
Section 201 (k), Weekly disability benefits (p. 25) 

This new category provides benefits for temporary disability such 
that the usual occupation cannot be engaged in. In a given benefit 
year there is a waiting period of 1 week of continuous disability, with 
benefits paid thereafter for each week or fraction of week of disability. 
For any new spell of disability occurring more than 3 weeks after a 
previous spell, benefits will only be paid after 7 consecutive days of 
disability. If less than 3 weeks intervene, benefits are paid for even 
a fraction of a week. In no case are these benefits paid to members 
of the active armed forces. These benefits are first payable in 
January 1950. 
Section 201 (1), Maternity benefits (p. 26) 

This new category provides weekly maternity benefits for insured 
female workers. The benefits are similar to those for weekly disability 
but axe payable for a maximum of 14 weeks in the period running 
from 8 weeks before the child's expected arrival to 8 weeks after birth. 
In addition to being insured for weekly disability benefits, the worker 
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must have had a quarter of coverage in the calendar quarter preceeding 
claim or else have received weekly disability' benefits for at least 4 
weeks in that quarter. Maternity benefits received do not reduce the 
maximum number of weeks of weekly disability benefits payable 
(namely, 26 weeks). Maternity benefits are first payable in January 
1950. 
Section 201 (in), Simultaneous entitlement to benefits (p. 27) 

Duplication and overlapping of benefits as between weekly disability, 
total disability, and other old-age and survivors insurance benefits 
is prohibited. Also, weekly disability benefits will not be paid for 
any period for which worker's compensation is also paid for the same 
disability. 
Section 202 (a), Computation of primary benefit (p. 29) 

The monthly primary benefit is the sum of (a) the basic amount (as 
defined in sec. 202 (b)) times the continuation factor (as defined in 
sec. 202 (c)) and (b) the basic amount times 1 percent for each year of 
coverage; in the present law the reduction because of the continuation 
factor in item (a) is not present. The minimum primary benefit is 
increased from $10 to $25. 

Beneficiaries in force in June 1949 (i. e., those actually receiving 
payments in that month or those who were entitled to such payments 
which were suspended-,for such month) receive, in effect, the advan
tanges of the more liberal benefit formula and concept of average 
wage by use of a conversion table (p. 105). This table shows for all 
present primary benefits the amount of the increased primary benefit 
which will be payable after June 1949 or which will be used as a basis 
for determining the other types of benefits payable. In general, the 
increase averages about 100 percent, being some~what more for the, 
lowest primary benefits. 
Section 202 (b), Basic amount and atberage monthly wage (p. 29) 

The basic amount is .50 percent of the first $75 of average monthly 
wage plus 15 percent of the next $325, as contrasted with present law 
which is 40 percent of the first $50 of average monthly wage plus 10 
percent of the next $200. The definition of "average monthly wage" 
is changed from a lifetime average (i. e., generally covering the period 
from 1937 or age 21, if later, to death or minimum retirement age, 
whichever is first, including all years regardless whether or not there 
are covered earnings) to an average over the highest five consecutive 
years of coverage, ignoring any intervening years which are not years 
of coverage and not counting the year of death or entitlement. Where 
there are less than 5 years of coverage, the average is computed over 
the total years of coverage. In any event, the average wage is not to 
be taken as less than $50 per month. The maximum annual wages 
which may be used in the co'mputations is set at $4,800 after 1949 as 
compared to $3,000 in present law. 

Section 202 (c), Continuationfactor (p. 30) 
This factor, not contained in present law, is obtained by dividing 

actual years of coverage after 1949 by the number of years elapsing 
after that starting date or after age 21, if later, up to the year in which 
occurs the minimum retirement age or death, -whichever is first. A 
year in which total disability benefits are received is not counted in the 



4 SECTION BY SECTION SUMMARY OF H. R. 2893 

divisor unless it is a year of coverage. As an alternative, the factor 
may be computed with a starting date of 1936 instead of 1949, if this 
produces a larger factor. In no case will the factor be taken to be 
greater than 1. 
Section 202 (d), Year of coverage (p. 31) 

As at present, a year of coverage is a calendar year in which the 
credited wages are $200 or more. 
Section 202 (e), Amount and durationof weekly disability benefits (p. 31) 

A table shows the size of the benefits, which vary according to 
highest quarterly wages in the base period (i. e., 1 year) and number 
of dependents (defined as of the beginning of a benefit year as in
cluding a nonemployed wife and children under 18 or if totally dis
abled regardless of agO). "Base period" and "benefit year" are 
defined in section 205: (d). In general, the weekly benefit for a 
worker without dependents is about 50 percent of highest quarterly 
wages, with maximum of $30; benefit is 60 percent for worker with one 
dependent (maximum $39), 65 percent for two dependents (maximum 
$42), and 70 percent for three or more dependents (maximum $45).
If total wages in the base year are not roughly 1~1 times the highest 
quarterly wages, lower benefits are payable. The maximum duration 
of benefits is 26 -weeks in a particular benefit year. However, this 
maximum is increased, if necessary, to cover the period of the 6-month 
waiting period for those eligible for monthly total disability benefits, 
and also in such cases benefits may be paid beyond the end of the 
benefit year. 
Section 202 (f), Amount of maternity benefits (p. 34) 

The amount of such benefit is determined from the same table as 
for weekly disability benefits. 
Section 202 (g), Recomputation of monthly benefits (p. 34) 

Monthly benefits may be recomputed upon application but at less 
regular intervals than at present where in effect this may be done 
annually. In the bill, to obtain recomputation the primary bene
ficiary must not have received benefits for more than five consecutive 
months and must have at least a year of coverage after 1949 and after 
the previous computation or recomputation. In addition, no benefit 
is changed unless recomputation produces a higher average wage 
(i. e., regardless of whether ityields a higher continuation factor or 
an increase due to the 1 percent for each additional year of coverage). 
No retroactive payment of recomputed amounts is made. 
Section 202 (h), Rounding of benefits (p. 35) 

Monthly benefits when not a multiple of $0.10, are raised to the 
next higher $0.10. 
Section 203 (a), Defifnition of wages and self-employment income (p. 35) 

The maximum creditable wage is increased from $3,000 to $4,800 
beginning in 1950. Payments by the emiploye'r for various typeIs of 
insurance or annuity benefit purposes continue to' be excluded from 
the definition of wages. The previous exclusion of casual employment 
not in the course of the employer's trade or business is made specific,
applying only where such wages in a quarter are less than $25. In 
addition, any remuneration of less than $25 per quarter for farm em
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ployment is excluded. Self-employment income is also creditable but 
only in such amount as will make a total of $3,000 for 1949 (or $4,800 
in subsequent years) when combined with credited wages. Self-
employment income is defined in parallel terms with those used for 
income tax reporting so that there are excluded such types of income 
as gains from the sale or exchange of capital assets and rentals from 
real estate other than those received in the course of business, such as 
an operator of a hotel. Also excluded is all self-employment income 
where the total gross income from all sources is less than $500 per year, 
or where the net self-employment income is less than $200. 

Section 203 (b), Definition of "employment" (P. 41) 
Coverage for benefits is extended as of 1950 to include the following 

major categories: Agricultural labor, domestic service, service for 
nonprofit organizations except for clergymen and members of religious 
orders (but see sec. 205 (li) for limitations), Federal civilian service 
not covered by a retirement system, military service (but see sec. 
203 (c) for limitation), State and local governmental service within 
the scope of voluntary agreements under section 204, employment 
outside the United States by citizens or residents of the United States 
working for an American employer, and newsboys (regardless of age). 
There are continued certain exclusions of areas of relatively minor 
employment, such as college student employment, service for a tax-
exempt organization if the remuneration is less than $50 per quarter, 
service performed by family members, and employment for a foreign 
Government or an international organization. 
Section 203 (c), Determinationof Federalemployment (p. 415) 

Determinations as to employment and wages of covered Federal 
employment are made by the appropriate agency and not by the 
Administrator. In regard to military service, wages include both 
cash pay and subsistence allowances but not allowances attributable 
to dependents; also wage credits for military service are not counted 
if any benefit payments under a military system are payable on the 
death or retirement of the individual. 
Section 203 (d), Included and excluded employment (p. 48) 

As inpresent law, all services rendered in a pay period are credited 
if one-half or more of such services are covered employment. 

Section 203 (e), (f), and (g), Miscellaneous definitions (P. 48) 
The terms "farm," "American vessel," "American aircraft," and 

"American employer" are defined. 

Section 204, Voluntary agreements for coverage of State and local em
ployees (P. 49) 

Coverage is extended as of 1950 to State and local employees through 
volun -ary agreements made with the State as the contracting party. 
The agreement may cover any or all of the following: State employees, 
employees of political subdivisions, and employees of instrumentalities. 
Under such such agreement, in effect, the coverage is the same as for 
all other covered groups. The State must give 2 year's advance notice 
before terminating any part or all of the agreement, and the agree
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ment must have been in effect for 5 years before such notice can be 
given. All employees of the State, political subdivision, or instru
mentality must be included in the agreement which covers any 
employees of that particular governmental unit, except those covered 
by existing retirement systems. The latter group may be covered if 
the State so requests and if fhe employees themselves approve, except 
that policemen and firemen covered by retirement systems can in 
no event be covered. Subsequently the agreement can be modified 
to include the services of employees under a retirement system (other 
than policeman or firemen) if they were not originally included. Em
ployees of political subdivisions will be included only ifthe specific 
subdivision has at least 10 eligible employees or if at least 25 percent 
of the eligible employees of all subdivisions participate. Special agree
ments similar to the regular State agreements may be made with 
instrumentalities of two or more States. 

Section 205 (a), Insured status for retirement and survivor benefits 
(p. 58) 

For fully insured status, the present requirement of at least onie
half as many quarters of coverage as in the elapsed period (after 1936 
or age 21 if later, and before attainment of the minimum retirement 
age or death if eailier) is liberalized by requiring only one-fourth as. 
many quarters of coverage as elapsed quarters. The present mini
mum and maximum requirements of 6 and 40 quarters of coverage, 
respectively, are retained. The bill makes the further change that 
quarters of total disability are, excluded from the elapsed period. 

Section 205 (b), Insured status for certain survivor benefits only (p. 58) 
For currently insured status (which entitles eligibility for lump-sum

death payments and child's and mother's monthly benefits) the 
requirement is maintained at 6 quarters of coverage out of the 13 
quarters ending with the quarter of death. A change is made in that 
quarters of total disability are excluded from this latter period. 
Section 205 (c), Insured status for extended disability benefits (p. 59) 

For eligibility for total disability benefits, in addition to currently 
insured status there is the requirement of 20 quarters of 'coverage out 
of the 40 quarters ending with the quarter in which disability began, 
excluding from the latter period quarters of previous total disability. 

Section 205 (d), Insured statusfor weekly disability benefits (p. 59) 
To be insured there must have been a total of at least $260 of credit

able wages in the base period (the four completed quarters immediately 
preceding the fourth month prior to the beginning of the benefit year;. 
benefit year is the 1-year period following (1) the first application for 
benefits or (2) the anniversary of such date or (3) subsequent new 
claim for benefits if more than a year intervenes), and some wages 
must have been earned in at least two quarters of the base period. 
Section 205 (e), Miscellaneous definitions (p. 61) 

The following terms are defined in the same general manner as 
in present law: "quarter, "..calendar quarter," and "quarter of 
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coverage." Appropriate modification in- the latter definition is 
made for the new maximum wage base and for the inclusion of self-
employment income. 

Section 205 (f), Allocation of 1937 wages (p. 62) 
Provision in present law is continued for presumptive subdivision 

of 1937 data, which were reported on semiannual instead of quarterly 
basis. 

Section 205 (g), Quartersof coverage for self-employment income (p. 62) 
Since self-einployment income is reported on an annual basis, 

allocation by quarters must be provided. No quarters of coverage 
will be credited if such income is less than $200; one quarter for 
income between $200 and $400; two quarters for income between $400 
and $600; three quarters for income between $600 and $800; and four 
quarters for income of $800 or more. In no case can quarters of 
coverage from self-employment income and quarters of coverage 
resulting from wages as an employee exceed four for any calendar year. 
Equitable provisions are made when the self-employment contribution 
year is not a calendar year. 

Section 205 (h), Creditsfor nonprofit employment (p. 64) 
In the case of employment by a nonprofit organization, if the 

employer does not elect to contribute, only half of the employee's 
otherwise creditable wages will be credited. (See sec. 1412.) 
Section 206 (a), Maximum family benefits (p. 64) 

The maximum monthly benefit is increased from $85 to $150. The 
maximum of 80 percent of average monthly wage (but note that the 
definition thereof has been liberalized-see sec. 202 (b)) is retained, 
but the maximum of twice the primary benefit in present law is 
eliminated. For beneficiaries on the roll in June 1949, for whom 
benefits are increased by a conversion table (see sec. 202 (a)), con
sistent maximums are set forth in this table (p. 105). 
Section 206 (b), Deductionson account of work orfailure to have child in 

care (p. 65) 
Under present law, if a beneficiary earns $15 or more in a month in 

covered employment, benefits are not payable. In the bill this 
amount is increased to $50 for all beneficiaries except disability cases. 
(See sec. 206 (c).) This applies to both wages as an employee and 
self-employment income, either separately or combined. As to eingag
ing in self-employment and allocating the incomes thereof by months, 
the Administrator will do so by regulation. As in present law, where 
a woman is drawing benefits because there is a child beneficiary, her 
benefits are suspended if she does not have the child in her care. 
Section 206 (c), Deductions on account of earned income in disability 

cases (p. 66) 
A special work clause is set up for all disability cases including the 

disabled worker, the disabled child, the disabled husband, and the 
disabled widower. The same $50 limitation is used as in section 206 
(b) except that it applies to all employment and not merely covered 
employment, and except that by ruling of the Administrator it need 
not apply during periods of rehabilitation not to exceed 12 consecutive 
months. 
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Section 206 (d), Deductionsfrom dependent's benefits because of work of 
primary beneficiary (p. 68) 

As in present law, dependent's benefits are suspended for any 
month in which the primary benefit is suspended because of covered 
employment. 
Section 206 (e), Simultaneous occurrenceof events. occasioningdeductions 

(p. 68) 

As in present law, only 1 month's benefit is suspended when more 
than one event causing suspension occurs in any month. 

Section 206 (f ), Penaltyforfailureto report events occasioningdeductions 
(p. 68) 

As in present law, the deduction of one or more months of benefits 
is made for beneficiaries who unknowingly fail to report an event 
requiring suspension of benefit. 
Section 206 .(gX, Deductionfrom dependent's benefits of disabledprimary 

beneficiary (p. 69) 
Dependent's benefits are suspended if the disabled primary bene

ficiary fails to submit to a medical examination or refuses without 
good cause to accept rehabilitation services. 
Section 206 (h), Deduction from benefits for disability cases (p. 70) 

Monthly benefits for total disability cases including those for dis
abled dependents and weekly benefits for temporary disability are 
suspended if the individual fails to submit to a medical examination or 
refuses without good cause to accept rehabilitation services. 

Section 206 (i), Reduction of total disability benefits on account of work
men's compensation (p. 70) 

Where both workmen's compensation and total disability benefits 
are payable with respect to the same disability and the same period of 
time, the total disability benefit is reduced by half of the smaller of 
these two benefits. It may be required that proof be submitted that 
claim has been filed for workmen's compensation benefits and that 
reimbursement be made to the trust fund if workmen's compensation 
benefits are also paid. The Administrator is authorized to enter into 
agreements with States for reimbursement in such cases. 

Section 207, National social insurance trust fund (p. 73) 
The name of the trust fund is changed to "national social insurance 

trust fund." In general, the administration of the trust fund is un
changed and the same annual report of operations is required. As in 
present law, there is authorization for appropriation to the trust fund 
of such additional sums as may be required to finance benefits and 
payments. 

Section 208 (a) and (b), Definition of "wife," "widow," and ",former 
wife divorced" (p. 78) 

The present definitions of wife and widow are liberalized slightly in 
that the 3-year waiting period after marriage is eliminated for re
marriages of women eligible for widow's or parent's be'nefits on another 
wage record. The term "former wife divorced" is defined. 
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Section 208 (c) and (d), Definition of "husband" and "~widower" (pp. 
79-80) 

These terms are defined paralleling the present definitions of "wife" 
and "widow." 

Section 208 (e), Definition of "child" (p. 80) 
The definition is broadened to include foster children. 

Section 208 (f), Determination of family relationship (p. 81) 
In determining family relationships, State laws determining status, 

rather than intestacy laws should he followed (except that where the 
individual can inherit without having the status, such status shall be 
deemed to exist). For benefit purposes, provision is made for deter
mining that a marital relationship exists in certain cases where there 
is not a legal marriage, but there is no legal barrier to marriage. 

Section 208 (g), When husband and wife deemed living together (p. 82) 
The same provisions are contained as in present law. 

Section 208 (h), Definition of "disability" (p. 83) 
For weekly sickn'ess benefits, disability is defined as inability to 

engage in usual employment by reason of medically demonstrable 
illness or injury. For extended (or total) monthly disability benefits, 
disability means either blindness or inability to engage in any sub
stantially gainful work by reason of any medically demonstrable illness 
or injury. 

Section 208 (i) and (j), Other definitionsin regardto disability (pp. 83-84) 
The "period of extended disability" is defined as the quarters during 

which monthly benefits are received, and in addition the two immed
iately preceding quarters which constitute the waiting period. The 
''onset'' of total disability is defined as the seventh month preceding 
entitlement to monthly benefits. 

Section 209, Determination of disability and rehabilitation(p. 84) 
The Administrator makes determinations and red eterminations of 

temporary disability and total disability. If a beneficiary refuses 
to be examined or without good cause to accept rehabilitation services, 
benefits may be terminated or suspended. The Administrator may 
make provision for furnishing various rehabilitation services to bene
ficiaries if this will aid his, return to gainful work, with the necessary 
funds coming from the trust fund. Such rehabilitation may begin 
during the 6-month waiting period for total disability benefits if this 
appears desirable. 
Section 210, Cooperation with public and private agencies and groups 

(p. 87) 

The Administrator is authorized to secure the cooperation of public 
and private agencies and groups so as to utilize their advice and 
services. 
Section 211, Adjustments on account of errors (p. 87) 

Existing law is slightly modified so as to make recovery of overpay
ments more equitable and adjustment' for' underpayments adminis
tratively simpler. 
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Section 212, Penalties (p. 88) 
Existing law is slightly modified so as to make certain minor infra~c

tions punishable only as mi's 3manors, rather than under the More 
severe provisions applicable to felonies. 
Section 213, Wage records and applications (p. 91) 

Existing law is slightly modified chiefly so as to allow for the credit
ing of self-employment income. The period beyond which the statute 
of limitation generally bars corrections inthe records is changed to run 
concurrently with that of the Bureau of Internal Revenue on tax 
collections. The time limitation with respect to wages is about 4 
years (or about the same as at present), while with respect to self-
employment income it is about 1Y4 years (with a somewhat longer 
period during the early years when persons may not be fully aware 
of the requirements). 

Section 216, Special provisions in cases of deceased World War II 
veterans (p. 97) 

Present law providing special temporary survivor protection for 
veterans is continued unaltered except for milnor-technical changes to 
conform with other provisions. These special provisions assure every 
World War II veteran with at least 90 days of service and not dis
honorably discharged, for a period of 3 years following discharge from 
service, that he will be fully insured for survivor benefit protection 
and that his average monthly wage for benefit purposes shall be at 
least $160 (more if his recorded wages average higher than this); 
however, these provisions are not applicable if any veteran's benefits 
are payable except that the larger of the two benefits will be paid. 
These provisions apply only to those discharged before July 27, 1951, 
and so will be inoperative for deaths after July 26, 1954. 

Section 701, Office of the CommissionerJor Social Security (p. 133) 
This section provides for a Commissioner for Social Security ap

pointed by the Administrator and performing assigned social security 
functions. 
Section 704, Reports (p. 133) 

Existing law is slightly modified to authorize the printing of the 
required annual report of the Administrator. 
Section 1101 (a) (2), Inclusion of Puerto Rico and the Virgin Islands 

in title II (p. 134) 
These two possessions are included in the coverage of the social 

insurance system. 

Section 1101 (a) (7), Administratordefined (p. 134) 
"Administrator" means the Federal Security Administrator. 

Section 1108, Delegation of Junctions (p. 134) 
The Administrator may delegate his functions. 

Section 1109, Furnishingof wage record and other in~formation (p. 135) 
* Such data may be furnished to State unemployment insurance 

agencies and other agencies if payment is made therefor, and their 
confidential nature is not violated. 



1 SECTION BY SECTION SUMMARY OF H. R. 2893 

Section 1110, National Social Security Advisory Council (p. 136) 
Such Council will study and make recommendations on social-

security policies and administration. It is composed of the Admin
istrator and 12 persons appointed by him for 3-year term~s and repre
senting employers and employees in equal numbers, and the public. 
Section 1111, National Social Security Legislative Advisory Committee 

(p. 138) 
Such Committee will study the social-security program at regular 

intervals and recommend desirable legislative changes. The Com
mittee is to be appointed at 6-year intervals, consisting of eight 
persons selected by the Speaker of the House of Representatives after 
consulting with the Committee on Ways and Means and eight persons 
selected by the President of the Senate after consultinz with the Com
mittee on Finance. Its members are to be representative of employers, 
employees, the self-employed, and the general public. 

AMENDMENTS TO THE INTERNAL REVENUE CODE 

Section 1400 of Code, Rate of employee contribution (p. 108) 
The employee contribution rate for the present coverage is increased 

for July to December 1949 from 1 to 1~' percent. After 1949, the 
rate is 2 percent except for covered service for the Federal Govern
ment, where the rate is 1~~percent (lower because weekly sickness 
benefits not available). (For self-employed persons see sees. 1640-1646 
following.) 

Section 1401 of Code, Deduction of employee contributions and special
refumd& (p. 109) 

As in existing law, the employer is liable for the payment of em
ployee contributions and so may collect them by deduction from 
wages. As in existing law, an employee who works for more than one 
employer during a year and has made contributions on total wages 
in excess of the maximum creditable amount ($3,000 through 1949 
and $4,800 thereafter) may obtain a refund of the excess contributions, 
if claimed within 2 years. 

Section 14,10 of Code, Rate of employer contributions (p. 112) 
The rate of employer contributions, other than nonprofit organiza

tions, is the same as shown in section 1400 for employees. 
Section 14,12 of C~ode, Payments with respect to nonpro~it employment 

(P. 113) 
No compulsory employer contribution is levied on nonprofit organ

izations. Such organizations may voluntarily pay amounts equiva
lent to the contributions under section 1410 (but note sec. 205 (h) 
which provides that if such employer contributions are not made, the 
wage credits will be reduced by 50 percent). 

Sectio~n 1420 (a) of Code, Collection of contributions (p. 114) 
As at present, contributions are collected by the IBureau of Internal 

Revenue but will be paid directly into the trust fund instead of into 
the Treasury as internal revenue collections. 
Section 1422 of Code, Erroneous payments (p. 114) 

No material change is made. 
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Section 1423 (c) of Code, Deposits by the Postmaster 67eneral (p. 115) 
Present provision in regard to stamp or other similar devices sold 

through post offices is modified to provide that the receipts shall be 
deposited in the trust fund rather than in the Treasury. 
Section 1426 (a) of C'ode, Definition of "wages" (p. 115) 

The definition of "wages" is the same as used for benefit purposes 
in section 203 (a) (1). Similarly, the maximum base for contributions 
is increased from $3,000 to $4,800 for 1950 and after. 
Section. 1426 (b) of Code, Definition of "employment" (p. 118) 

"Employment" is defined for purposes of this title to conform with 
the extended coverage for insurance benefits. 
Section 1431 of Code, Contributionsfor service in employ of the United 

States (p. 124) 
For members of the armed forces, the employee contribution rate is 

paid by general appropriation rather than by deduction from wages. 
Also, for both the armed forces and covered civilian Federal employ
ment, the employer contribution rate shall be paid by general appro
priation to the trust fund. Provision i made for reducing the 
appropriation with respect to wages in military service that are not 
counted toward benefits (when benefits under a military retirement 
system are payable). (See 203 (c).) 
Sections 1640-1646 of C~ode, Self-employment (p. 127) 

The contribution rate payable by the self-employed is 2% percent 
of the taxabl.e self-employment income after 1948, namely, the lesser 
of (1) total self-employment or (2) the maximum taxable ($3,000 in 
1949 and $4,800 thereafter) minus wages earned as an employee (if 
any). The definition of self-employment income for contribution pur
poses is the same as that for crediting toward benefits. Various pro
visions applicable to contributions by employers and employees are 
also made applicable in respect to self-employment income. 
Technical amendments to the code 

The word "contribution" is substituted throughout for the word 
"tax." 

Amendment to FarmLoan Act (p. 141) 
This makes possible the payment of employer contributions with 

respect to certain employment within the scope of this act. 
Amendment to FederalCredit Union Act (P. 141) 

This makes possible the payment of employer contributions with 
respect to certain employment within the scope of this act. 

Repeal of Public La'w 642 (80th Cong.) (P. 142) 
Sections 1 and 2 of Public Law 642, an act defining the term "em

ployee" for social security purposes, are repealed as of their date of 
enactment. The amended definition (repealed here) had excluded 
from coverage any individual who has the status of an independent 
contractor or is otherwise not an employee under the usual common-
law rules used in determining employer-employee relationship. 
Contributions for the period when such service are not covered are 
waived, but employers are required to furnish wage reports. 

0 
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REPORT ON HEARINGS BEFORE THE WAYS AND MEANS 
COMMITTEE ON THE OLD-AGE AND SURVIVORS INSUR
ANCE REVISION BILL 

I. SCOPE OF REPoRT 

This report sumnmarizes the testimony heard by the Committee 
on Ways and Means at its bearings ohi H-. R.. 2893. .The main areas of 
disagreement are indicated as are also the alternate proposals dis
cussed during the course of the testimony. 

Extension of coverage, the various iiew benefit provisions, permanent 
and total disability insurance, temporary disability insurance, financ
ing, administration, and certain miscellaneous matters will be con
sidered in that ordler. 

II. EX'IfENSION OF COVERAGE 
1. General 

Extension of social-sectirity coverage to groups now excluded is, the 
heart of the administration program. Substantially universal cover
age was supported, at least in principle, by most witnesses, and at 
least some degree of extension was supported by most members. 

The general arguments advanced in support of the proposed exten
sions tended to follow these lines: 

(a.) It is inequitable to extend the advantages of a federally 
operated social-security program to certain selected segments-
of the working population while denying those advantatgos to 
others. 

(b) Workers who are not now covered pay indirectly for part 
of the benefits received by those who are-through the passing 
on of pay-roll taxes in the form of higher consumer prices and, 
to the extent that the Federal Government eventually may make 
a direct contribution through general taxation. 'To continue the 
present coverage provisions will serve only to perpetuate this 
anomalous situation; to increase existing'benefits for those now 
covered without providing for the excluded. groups will merely 
increase the inequity. 

(c) It is generally agreed that contributory social insurance 
is a more desirable method than public assistance by which to 
meet the problems of economic insecurity. A social-security 
program which combines substantially universal .coverage with 
an adequate level of benefits can be expected ultimately to re.
lieve the State and Federal Governments of a large portion of 
their public-assistance burden. The cost of public assistance 
has steadily mounted and, with an increasing population of aged,. 
can be expected to continue. to rise. Likewise, it has been 
demonstrated that public-assistance loads are disproportionately 
high in those States, mainly. agricultural, with only limited 
participation in the social-security program., 
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(d) Failure to provide for substantial extension will give added 
impetus to the veterans' and old-age pension movements. Sev
eral veterans' organizations have predicated their opposition to 
a veterans' pension scheme upon enactment of a general exten
sion of OASI coverage.

(e) Present limited coverage frequently results in the loss of 
all benefits by a worker who has made pay-roll contributions, but 
who moves from covered to uncovered employment.

(f) The in-and-out status of work~ers wvhich results from limited 
coverage add-, to the complexities of administrative record-
keeping and increases the difficulty of making accurate, actuarial 
cost estimates. 

(g) Extending coverage to one type of employment while 
denying it to another creates a discriminatory personnel situa
tion in a competitive labor market. The farm operator, the 
State and local governmental unit, and the nonprofit organiza
tion all find that lack of social-security coverage adds materially 
to the problem of attracting and keeping an adequate employee 
group. 

Few arguments were put forward in opposition to the principle of 
extension of coverage in itself. Most opposition was to extension to 
particular groups or to a particular form of extension; that is, com
pulsory, and these questions will be discussed in their proper place
below. However, such general opposition as did appear was based 
on the following: 

(a) Extension to groups not now covered is administratively
impractical.

(b) Any wide extension of coverage will create dangerous, 
political pressures. Recurrent demands for increased benefits 
will be impossible to withstand. (Compare this attitude with 
that which expresses fear of the pressure for pensions which will 
result if coverage is not extended.) 

(c) Some anxiety is felt in relation to the eventual costs to 
the economy as a whole. This feeling may no t be evidence of 
antagonism to the principle of social insurance or even to ex
tension of coverage but rather of dissatisfaction with the answers 
which have been furnished to the question of how this whole 
program is ultimately to be financed. 

2. 	Farm -operators 
Extension of coverage to farm owners appeared to be the most 

controversial of the questions relating to coverage. There was 
fairly general agreement that some provision should be made for this 
group. As suggested above, the public-assistance -problem has 
proven particularly acute in agricultural areas. The main issue 
involved in farmer coverage is whether such coverage should be com
pulsory, as provided in H. R. 2893, or be placed on a voluntary basis. 

With the exception of the National Farmers Union, which endorsed 
compulsory coverage, most farm groups wanted voluntary coverage 
or no coverage at all. The administration, on the other hand, in
dicated the reverse-compulsory coverage or none at all. 

(a) Voluntary coverage has these arguments in its favor from the 
standpoint of the farmer: 
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()Many farmers are in a position to provide for their own 
security. Their -ability to do so should not be interfered with. 
Farm ownership is in itself a traditional guarantee of economic 
security. 

(2) Under compulsory coverage farmers will pay contributions 
but many will never receive benefits unless they dispose of their 
farms upon reaching retirement age. Usually they will continue 
to earn from these farmis after they reach 65, and the work test 
will result in forfeiture of benefits. A partial answer to this 
problem is to eliminate any work test (discussed separately below) 
after age 70. However, it appeared questionable whether this 
compromise would remove all the doubts of the farm groups. 

(b) Compulsory coverage is advocated by the administration 
because

(1) A person can never be certain that his own private security 
plans will prove adequate. If the public-assistance problem in 
the farm States is ever to be resolved, it must be through the 
medium of compulsory coverage. 

(2) It would'be inequitable to give farmers a choice which is 
denied all other segments of the population. Furthermore, to 
the extent that an individual's choice to remain uncovered later 
proved to be improvident, the rest of the population would pay 
through tax-supported public assistance for his earlier failure to 
enter the system. 

(3) Voluntary coverage is particularly bad from the adverse 
selection standpoint. The older farmers wvill elect to enter the 
system -and will be entitled to relatively large benefits in respect 
to their few contributions. The younger farmers may elect to 
stay out, at least until they find themselves approaching the 
retirement age. The marginal, low-income group will come in, 
while the more prosperous farmers will stay out. 'Therefore, 
voluntary coverage of farmers will have an adverse effect upon 
the trust fund. Tbenefit payments to farmers will be high, but 
the contributions from farmers will he low. 

It was suggested by the Grange that adverse selection under 
a voluntary system could be, minimized by -making coverage 
optional only for those below a certain age level; that is, 55.' 

Two possible compromises suggested by-members of the committee 
in order to resolve the conflict between the compulsory and voluntary 
approaches were-* 

(a) Representative Mills: Enact optional coverage for farmers, 
effective January 1, 1950, but pro'vide that compulsory coverage 
will take effect automatically upon January 1, 1952. The 
interim would provide for a period-of education. If compulsory 
coverage should then remain unacceptable, a later Congress 
could repeal that portion of the act. 

(b) Representative Doughton: Enact optional coverage with 
the understanding that the act could later be amended to make 
coverage compulsory, if that then seemed desirable. 

If farmers are to be covered, other problems arise. One is the 
possibility of special tax treatment: 
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(a) Some witnesses expressed the belief that .the self-employo.d 
tax rate (1Y2 times the employee tax rate) would prove too great 
a burden on the low-income farmer. In that connection it was 
pointed out that farmers will be unable to pass on the cost of 
their tax as can the industrial employee (through higher wages) 
and the industrial employer (through higher prices). However, 
it was pointed out that it would not be equitable to grant the 
same benefits to a farmer who pays a low contribution as to a 
worker or urban self-employed person who pays at a higher rate. 
On the other hand, to accompany the suggested lower rate with 
a lower scale of benefits would not solve the public-assistance 
problem in rural areas. 

(b) It was also suggested that inasmuch as farm income fluctu
ates widely between "fat" years and "lean" years, the farmer 
should be permitted to defer his contributions from a bad year 
to a good year. He'would be expected under such a plan to pay 
interest on any deferred taxes. 

One possible objection to such a provision-especially if it 
were extended to other groups-would be its adverse effect 
upon a pay-as-you-go trust fund. The fund will reach its highest 
benefit-payment load during periods of depression (because of 
accelerated retirement) and, at the same time, will receive the 
smallest amount of contributions during such periods (because 
of a lower, national pay-roll base). A system of deferred tax 
payments would tend only to aggravate this problem. 

Certain members expressed concern over the fact that farmers 
with gross incomes below $500 are excluded from coverage. Many 
farmers, especially the marginal group most needing coverage, wIl 
be excluded by this provision. The Bureau. of Internal Revenue 
recommended raising the base to $600 in order to conform with present 
income returns and such a raise will make this problem even more 
acute. 

Unlike the urban self-employed, much of the farmer's income is 
not of a cash nature but lies in the value of home-produced and 
consumed goods. This value is excluded by H. R. 2893 from the-
income computation. It would be difficult and perhaps impossible 
to arrive at an accurate evaluation in respect to each reporting farmer. 
However, it should be possible to fix an arbitrary value by statute, 
which value would then be added by the farmer to his cash income for 
the purpose of determining his OASI tax liability. 

An administrative problem arises with reference to tenant farmers. 
These persons are essentially farm operators and would normally 
contribute on that basis. However, it was pointed out that many 
tenants not only receive income from the. leased property but also 
receive compensation for services performed directly for the farm 
owner. Thus, at least to the latter extent, they become farm workers. 

S. Self-employed 
The urban, self-employed provoked less controversy than the 

farmers. In general, the problems are much the same. Voluntary 
versus compulsory coverage was the main issue. The arguments 
already outlined in support of both these types of coverage have at 
least as much validity in relation to the self-employed as they do in 
relation to the farm operators. They need not be reiterated here. 
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It was implied that the same partial solutions might well be adopted;
that is, require compulsory coverage Only after a period of optional 
treatment and eliminate or modify the work test after age 70. 

While enactment of an exclusion of persons having less-than a $500 
income will not work the same hardship upO n the self-employed as 
upon the farmer, it was'admitted that this provision will deny coverage 
to many individuals (estimated at 1,300,000). This group will pre
sent the potential applicants for old-age assistance. Their exclusion 
was justified by Dr. Altmeyer on these grounds:

(a) Any social-insurance program inevitably leaves an area of 
residual need which can only be handled through public assistance. 

(b) Inasmuch as this is essentially a "wage-loss" insurance plan, 
you cannot be expected to insure something which does not exist. 

(c) It is administratively difficult and costly to post wage
records of low-income self-employed. 

There was some discussion of the self-employed tax rate. The-
Administration believed that a rate only 1 2 times that of the en.ployee
would provide sufficient contributions to pay benefits to this group
because of its relatively high, average retirement age. They can be 
expected to draw benefits for a shorter period of time than the wage 
earner. 

It was noted that the employee tax is essentially a tax on gross earn
ings while that on the self-employed is a tax on net earnings. This 
differentiation was explained as an attempt to approximate a tax base 
for the self-employed which represents only so much of his earnings as 
is attributable to compensation for services. In theory, therefore, the 
tax treatment of the two groups is identical. However, it was pointed 
out that, insofar as self-employment income represents in part a re
turn ona capital investment, the self-employed person is being taxed on 
something more than earnings from 'work, but that it would probably
be impossible to allocate accurately these two forms of income. 
.4. Agriculturallabor 

Little opposition was expressed to the coverage of the permanently
located farm laborers (as opposed to casual, migratory workers). It 
was pointed out that in the past the average farm laborer looked for
ward to eventual ownership of a farm, but today he will be more likely 
to remain a member of the permanent farm-labor force. It was 
argued, therefore, that it is increasingly important that these workers 
be covered. Furthermore, lack of coverage will make it increasingly 
difficult to attract workers to farm employment.

There -was opposition, on the other hand, to extending this same 
coverage to casual, migratory farm labor. Their coverage was 
opposed because of the administrative difficulties involved and because 
of the harassment which would be caused farm owners. These 
problems are minimized to some extent by the exclusion from coverage 
of earnings of less than $25 in any one quarter from one employer.
(This exclusion extends likewise to domestic workers.) Further 
minimization could be achieved by raising the exclusion figure. How
ever, this solution raises the question of how' high the figure can be 
raised and still provide substantial coverage for this group.

Many farm laborers receive at least part of their wages in the form 
of payments in kind. Section 203 (a) (1) of H. R. 2893 recognizes 
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this fact and provides that taxable wages shall include the value of 
"all remuneration paid in any medium other than cash." There 
has been no indication of how this provision will be administered. 
An arbitrary value could not be established, as some workers receive 
such payments while others do not. 

The suggestion was made that farmers not be required to pay any 
taxes on behalf of their employees. This suggestion was supported 
on the ground that the farmer is unable to pass on pay-roll taxes to the 
same extent that the industrial employer may be able to do. 
5. Domestic workers 

There was little direct representation of domestic workers before 
the committee. By and large this is an unorganized group. However, 
Negro organizations testified in favor of this type of coverage. Domes
tic. and agricultural work probably afford the most accessible employ
ment opportunities for the Negro population. They feel that failure 
to include these groups in social-security coverage is particularly 
discriminatory toward them. The problem is becoming increasingly 
acute now that more and more Negroes are leaving industrial employ-
me~nt. Many are faced with loss of the coverage which they acquired 
during the war period. 

Opposition to domestic coverage was similar to that expressed 
toward coverage of agricultural labor. The main worry was about 
how housewives would react to the stamp plan. 
6. Nonprofit organizations 

Under H. R. 2893, employees of nonprofit organizations will be 
covered. However, their employers will pay taxes on an optional 
basis. If they elect to contribute, they may later refuse to continue 
to do so. This in-and-out situation received some opposition.. Rep
resentative Reed suggested giving the employers the option of coming 
in but then refusing them the option of withdrawing on the ground 
that they waived their immunity through their election to enter the 
system. Such an amendment would simplify record keeping and 
keep the fund from being jeopardized in bad times. Dr. Altmeyer 
approved this suggestion. He believed it would make this particular 
form of coverage more workable. 

If the employer elects not to contribute, the employee will receive 
only three-quarters of. the normal benefit payments. However, most 
witnesses have felt that the majority of the larger, nonprofit organiza
tion would elect to contribute. It would be the small organization 
which would stay out, and it is in tha~t area that coverage may be 
most needed, 

Permitting voluntary coverage to nonprofit organizations is based 
in large part on a desire not 'ointerfere with their exemption from 
the income tax. However, some witnesses found it difficult to under
stand why immunity from income tax should have any bearing on 
liability for insurancee contributions. The latter is essentially an 
excise tax, and nonprofit organizations pay such taxes at present on 
the same basis as everybody else. There was some feeling on the part 
of the committee that coverage should be compulsory, at least for 
secular, nonprofit organizations. Religious organizations could be 
accorded the optional treatment. The American Hospital Associa
tion, for one, indicated that it would not oppose such a plan. The 
association did suggest, however, that it would be desirable, even under 
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the present form of HI. R. 2893, to add a provision to the effect that 
an organization's election to contribute would be deemed not to affect 
its tax-exempt status. 
7. State and local employees 

Under H. R. 2893 coverage of employees of State and local govern
mental units would depend upon Federal-State compacts because of 
the constitutional problem involved in Federal taxation of States and 
State instlrimentalities. Several changes, in this proposed plan were 
advanced before the committee: 

(a) Cover all State and local government employees on a 
compulsory basis. Permit the employers to contribute at their 
election. This plan would be along the same lines as that pro
posed for nonprofit organizations. It would probably be free of 
constitutional objection. Dr. Altmeyer approved it as a possible 
alternative plan. Even under this proposal it would probably 
be desirable to exclude, as does H. R. 2893, all employees covered 
by a State or local pension, annuity, retirement, or similar fund 
or system unless they indicate by referendum their wish to be, 
covered by OASI. 

(b) Officials of municipalities have recommended that such 
units be permitted to enter directly into compacts with the 
Federal Security Administration, thus bypassing the State gov
ernment. They feel that municipal employees form the bulk of' 
government~ employees within the States and that they should 
not, he, denendent upon the State zovernment for coveragre. 

(c) H. R. 2893 specifically excludes policemen and firemen who 
are covered by existing pension plans. There is no provision for 
their coverage following approval by referendum. There was 
some support on the committee for putting these groups on the 
same basis as other State and local employees. The feeling was 
that, while many policemen and firemen are covered by local 
plans, the adequacy of those plans varies widely throughout the 
country and the plans operated by. the smaller communities are 
apt to provide a very low scale of benefits. 

(d) Teachers are covered by retirement plans in every St-ate. 
Normally those plans provide a higher level of benefits than does 
OASI. Therefore, teachers do not want social-security coverage. 
but they are afraid that some States will try to put them under 
GASI, because of the far cheaper cost of that system as compared 
to the c:st of the present State-operated plans. H. R. 2893 

prvdes that a State can certify such a group for coverage only 
after the group approves by referendum. However, the bill pro
vides only that the State certify that an opportunity for a referen
dum was given. It does not require the State to certify the result 
of the referendum. The teacher groups would like this ambiguity 
removed. 

8. Federalemployees 
H. R. 2893 proposes to cover Federal employees who are not 

covered by the civil-service-retirement program (other than legis
lative employees and employees in the active military and naval 
services). This provision will extend coverage to casual, part-time, 
and temporary Federal employees. Such employees are excluded 
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from civil-service-retirement coverage by Executive order of May 1, 
1942. This disability could be removed by a revocation of the order. 
However, 5 years of coverage are a prerequisite to the vesting of 
civil-service-retirement benefits, and this seemed an inadequate 
answer to the problems presented by this group. 

Little opposition was expressed to this extension of coverage. 

9. Armed services 
The bill extends coverage to individuals on active service in the 

military and naval forces (including the Coast Guard, the Coast and 
Geodetic Survey, and the Public Health Service) who are not already 
covered by a federally enacted retirement program. 

There was no discussion of this provision. 
10. Veterans' service credit 

It was suggested frequently that the bill be amended to give 
veterans a wage credit for the period spent in the armed forces. 
The credit would be extended whether or not the individual veteran 
was in covered employment prior to entry into the service. There 
would be no attempt to collect taxes for periods spent in the service. 
It was recommended by one witness that it be extended retroactively 
to those individuals who died while in the service. 

The amount of the credit is uncertain. The lowest recommendation 
has been $160 per month and the highest $400 per month, It is 
important to note that the cost of this credit is not included in any 
of the cost estimates submitted by the administration. 

11. News carriers 
The present act excludes newspaper carriers under the age of 18 

from coverage. H. R. 2893 eliminates this exclusion. Newspapers 
are reported to be opposed to this change but few of their representa
tives appeared. 
12. Repeal of Public Law 642 (Gearhart resolution) 

Public Law 642, enacted by the Eightieth Congress, contained the 
common-law test of the master-servant relationship as the test to be 
used in determining an individual's status as an "employee" for pur
poses of social-security coverage. The common-law test is strictly 
one of control. In June 1947 the Supreme Court developed an 
" economic dependency" test.' Under that test, control is one ele
ment to be considered in determining the employer-ernployee relation
ship. However, other factors were held to be iniportant such as 
investment in the facilities of the business, permanency of the rela
tionship in terms of the employment contract, integration of activities, 
ability of the individual to profit or lose through his investment in 
facilities, and so forth. 

The workers involved in this question are on the border line be
tween wage employment and self-employment. The administration 
estimates that between 500,000 and 750,000 such workers have been 
denied the coverage which could have been otherwise extended to 
them by administrative application of the Supreme Court rule. (See 
appendix for break-down of these workers.) 

Salesmen have been the group most affected by Public Law 642, 
and they were the most vocal in favor of its repeal. Strongest opposi-

See United States v. Silk, 331 U. S. 704; Harrisonv. O7reyvan Lines, Inc., 331 U. S. 704; Bartels v. Virming
ham, 332 U3. S. 126. 
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tion was from the direct-selling companies. Their merchandise is 
handled by salesmen over whom they appear to have little control. 
Their salesmen buy at a discount from the company, their commission 
being the difference between the purchase and sales price. Most 
are part-time salesmen and most handle several lines of goods. The 
administration stated that it would make no effort to cover this 
group as "employees" if Public Law 642 were repealed. However, 
no proposed regulations were submitted to the committee, and it was 
stated that none had been prepared. 

It was stated that, if coverage is extended to the self-employed, 
the pressure for covering these border-line groups as "employees" 
will be somewhat relieved. 

It was argued that repeal of the Gearhart resolution would lead 
to administrative usurpation of the legislative function. One answer 
advanced to that argument was for Congress to write a definition of 
"lemployee" into the bill. Dr. Altmeyer expressed himself as being 
in favor of doing so. 

III. BENEFIT FORMULA 
1.General


There was fairly general agreement among witnesses that the present 
level of benefit payments is too low. Disagreement arose on the 
question of how high to raise them. While benefits have remained 
fairly static, cost of living is up 170 percent from 1939 level'. H. R. 
2893 approximately doubles existing benefits (less than double at the 
lower wage levels, more than double at the higher levels). Therefore, 
it was argued that the proposed benefit increases go too far, especially 
if the cost of living levels off at about 135 percent as some expect. 

One of the arguments for increased benefits was that present 
payments average considerably less than the average old-age-assist
ance payments. Therefore, if OASI is to reduce materially the 
public-assistance load, benefits must be raised. 

Discussions of the benefit increases emphasized the existence of 
basic differences in social-security philosophy: 

(a) Subsistence versus selJ-sufticiency.-Many witnesses, includ
ing the private insurance companies, maintained that benefits 
hould be geared to a subsistence level. They felt that social 

security should aim at a basic floor of protection and no more. 
In their opinion the right of government to levy enforced contri
butions for social security can be justified only to the extent that 
such a system is necessary to prevent the contributors from be
coming public charges. Anything more than this should be 
left to the individual to plan for himself. 

The administration, on the other hand, seems to lean toward a 
scale of benefits which approaches a self-sufficiency level. Labor 
groups favor this position. They compare present benefits with 
Bureau of Labor Statistics estimates of minimum-budget require
ments 'of an elderly individual or couple. Such estimates run 
much higher than subsistence benefits. ($165 to $190 for an 
urban coup~le; $203 to $233 for an urban three-person family. 
Tfhese are 1947 estimates.) 

(b) Retirement insurance versus wage-loss insurance.- T he ad
ministration maintained that OASI is not fundamentally a retire
ment-insurance plan. If it were, the right to benefits would vest 
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at age 65. The wage-loss principle justifies the work test and the 
increase in the wage base to $4,800 proposed by H. R. 2893. The 
principle of retirement insurance was not advocated strongly by 
any group. However, the wage-loss theory led to the fear on the 
part of some witnesses that the Federal Government is attempting 
to protect the individual from all losses in earning ability and that 
such protection is not to be provided on a minimum-need level 
but on a wage-replacement level. 

These opposing theories are reflected in~the various reactions to the 
elements of the benefit formula which will be discussed in detail below. 

One objection to the increased benefits was found in the fact that 
those already entitled to benefits will receive the increases without 
ever having paid for them through contributions. Admittedly such 
a procedure is a departure from insurance principles. However, the 
only alternative is to supplement the existing benefits of this group
through public assistance. There was some feeling that the amounts 
-required to pay these increases should come from the general funds of 
the Treasury rather than from the trust fund. Dr. Altmeyer thought
this to be an appropriate method. However, this approach was in 
turn open to the objection that it violated the rule that raises in 
benefits should always be tied to raises in the contribution rate. Any
failure to do so would open the door to increased pressure for higher 
benefits. 
2. Best-5-years provision 

The provision of H. R. 2893 that the average monthly wage be 
icomputed on the basis of the highest 5 years of coverage was strongly
opposed. The Advisory Council advised retention of the present
lifetime-average method as do the private insurance companies.

The reason advanced by the administration in support of the pro
vision was that use of a lifetime average gives too much weight to 
obsolete wage levels. Such an average also includes periods of dis
ability. 

On the other hand, it was argued that the best-5-years provision
ives too much weight to abnormal earning periods such as wartime. 
Ttcould result in a level of benefit payments out of all proportion to the 

wage level and the cost-of-living index at the time such payments were 
being made. There was considerable feeling against adoption of an 
arbitrary formula such as this which commits Congress now to what 
may later prove to be anunrealistic benefit scale. It was thought that 
a better method would be to retain the lifetime-average formula and 
then periodically examine the level of benefits in relation to the then 
existing cost of living. 

Among the compromises which were suggested are the following: 
(a) Relate benefits to the average of monthly earnings over the 

individual's last 10 years. Such a provision would minimize the 
danger of relating benefits to obsolete wage levels. On the other, 
hand, it,might give undue weight to that period of a ivorker's life 
during which his earning capacity is declining. This would 
probably be more true in the case of unskilled or semiskilled 
workers than in the case of the skilled or self-employed groups. 

(b) Representative Kean suggested using the 'last 10-years 
average or the lifetime average at the worker's option. The 
same result would be reached by giving no option, but by auto
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matically taking the higher figure. He also suggested closing a 
worker's wage record at any time when he becomes, totally and 
permanently disabled. Such a provision would prevent the pro
gressive decline in the monthly average which is possible under 
present law. 

S. Increase in wage base 
Raising the present wage base of $3,000 to $4,800 has considerable 

opposition. The administration supported the proposed figure as 
follows: 

(a) Because of the rise in wage levels since 1939, the $4,800 
figure will result in coverage of about the same proportion of 
wages as was originally contemplated. 

(b) The raise from $3,000 to $4,800 is consistent with the 
theory of wage-loss insurance. 

Those who oppose the raise or who support an intermediate figure 
argued along the following lines: 

(a) Rfaising the base to $4,800 in effect gives workers earning 
over $3,000 a double benefit-one through upward adjustment 
of the benefit formula and one through a credit for the excess 
over $3,000. This results in the high-income worker getting a 
much higher proportionate raise than the low-income worker who 
is the one most in need. 

(b) Benefits should be kept at a subsistence level. They 
should not be designed to replace earnings or provide an adequate 
income but rather to satisfy basic need. If any revision in 
benefit levels is needed, it should be accomplished through an 
adjustment of the basic formula and' not through raising the 
taxable base. 

(c) The higher-income worker should be taxed only upon so 
much of his earnings as will insure his minimum protection. Any 
excess should be left untouched in order that he may provide to 
some extent, at least, for his own security. 

There was some sentiment for retaining the $3,000 figure as was 
recommended by the insurance companies. 

4. One percent wage increment 
H. R. 2893 continues the present method of increasing benefits by 

1 percent for each year of coverage. This provision was opposed by 
many witnesses, including the insurance companies and members of 
the Advisory Council. 

Opposition to the increment was expressed in these terms: 
(a) The increment is not paid for through pay-roll taxes. It is 

a pure gratuity whose only effect is to deplete the trust fund. 
The fact that it is a common elerhent in industrial pension 
schemes does not validate its extension into OASI. Under the 
private plans the cost of the increment is borne by the corpo
ration. 

(b) The increment may put future benefits entirely out of line 
with then current wage levels. It is another example of com
mitting Congress now to what may later prove to be an unreal
istic level of benefits. To combine the best 5-year average plan 
with the 1-percent increment is to go unnecessarily far in insuring 
high benefit payments in the future. 
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Support of the increment was based largely on making the plan 
more attractive to the younger worker. Without it he would receive 
the same benefits after many years of coverage as would the worker 
who had made relatively few contributions. 

Retention of the increment may prove particularly important if 
coverage is extended at this time to certain groups only on a volun
tary basis. - One of the dangers of optional farmer coverage, for ex
ample, is, it is contended, that the younger men will stay out. Con
tinuing the increment may be an important inducement for them to 
come into the system, thus reducing the adverse-selection problem.

One other argument for the increment was that it tends to mini
mize the possibility of hardship inherent in utilizing the lifetime wage 
average. 

5. Work test 
HI. R. 2893 raises the allowable earned income from covered em

ployment (before benefits are forfeited) from the present $14.99 to 
$50 a month. Considerable support was expressed for changing this 
provision. It was recognized generally that retirement should not be 
encouraged, and that continued productive activity should not be 
penalized. In fact there was support in principle, at least, for doing 
away with the work test entirely. It was estimated, however, that 
any plan by which benefits would be paid as a matter of right upon
the individual's attaining the retirement age would approximately 
triple costs. 

The following plans were suggested as alternatives to the provision 
of H. R. 2893: 

(a) Lower the permissible earned income amount to $35 and 
provide a dollar-for-dollar deduction from benefits equal to the 
amounts earned in excess of $35. This is the Advisory Council 
position. It avoids the forfeiture aspects of the arbitrary $50 
provision. 

The administration had two objections to this approach
(1) the increased cost and (2) the fact that there will be a con
siderable administrative time lag (6 months) between the month 
in which the excess income is earned and the month in which the 
decrease in benefits will be felt by the individual. 

(b) Either enact the H. R. 2893 work test or a modification 
thereof but eliminate any work test for those over 70. It was 
believed that such a plan would make coverage far more attrac
tive to the farmer and the self-employed. Inasmuch as the rate 
of retirement accelerates as age advances, the additional cost of 
such a change might not be very large. 

(c) Representative Mills suggested placing the allowable earned
income on a quarterly rather than on a monthly basis. Permit 
the eligible individual to earn up to $150 in any one quarter 
before benefits are forfeited. Mr. Pogge, director of the Old-Age
and Survivors Insurance Bureau, believed such an amendment 
to be entirely feasible from an administrative standpoint.

Aside from its desirability in holding down costs, a work test is 
consistent with the wage-loss theory of social insurance. Labor 
groups would probably oppose its elimination. These groups recom
mended the forfeiture method rather than one which would permit a 
dollar-for-dollar deduction because they were afraid that the latter 
would result in a subsidized labor force of elderly workers. 
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6. Lowered retirement age for women 
The bill lowers the retirement age for women from 65 to 60. Little 

opposition was expressed to this provision. 
The change was explained in this manner: 

(a) Women do in fact retire at a younger age than men. 
(b) Women are normally about 5 years younger than their 

husbands. It is desirable insofar as possible that they become 
entitled simultaneously to retirement benefits. 

The arguments which have been presented in opposition to the 
change are

(a) This feature of H. R. 2893 is one of the greatest factors in 
the estimated increased cost of the program, amounting to from 
Y2 percent to 1 percent of pay rolls. The heavy cost arises from 
the combination of an earlier eligibility age with the greater 
longevity of the female as compared with that of the male. 

(b) Lowering the age will tend to establish a discriminatory 
pattern in private employment policies. 

One compromise in this area would be to select an intermediate re
tirement age, such as 63. This would lower costs and reflect what some 
feel to be a more accurate picture of the actual difference in age be
tween husband and wife. It has been stated that the disparity in age 
is progressively decreasing. 

7. Lump-sum benefits 
Present law provides for a lump-sum benefit payment to the sur

vivor of the insured only if the survivor is not immediately entitled to 
a primary insurance benefit. This requirement is eliminated by H. R. 
2893, under which the survivor would receive the lump-sum benefit in 
any event. This change was supported on the ground that the extra 
expenses of final illness and death impose as great a burden on those 
who draw monthly benefits as on those who do not. Primary benefits 
make no provision for this type of expense. 

The present lump-sumi benefit is fixed at six times the amount of the 
primary benefit. Under H. RI. 2893 this amount is reduced to three 
times the primary benefit because of the large increases in such benefits 
planned by the bill. 

The only opposition expressed to the new lump-sum benefit pro
visions has been by the insurance companies. They pointed out that' 
many of those in covered employment have already made provisions 
for funeral expenses through private insurance and maintained that 
it is improper for the Federal Government to provide for a contingency 
which it has been demonstrated can be provided for by individual and 
group effort. It was reported that some 78,000,000 persons carry life 
insurance today. 
8. Inclusion of gratuitiesin covered wages 

H. R. 2893 changes present law by including gratuities or tips in 
the taxable wage base. Waiters' representatives were strong in their 
support of this provision. One witness, representing the Wisconsin 
State Chamber of Commerce, on the other hand, described the adverse 
experience of the Wisconsin State Unemployment Compensation 
Agency in attempting to process this type of wage. Administration 
proved difficult and the cost of audit enforcement prohibitive, accord
ing to this witness. It was also pointed out that the advantage to 
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the worker of reporting this type of compensation for social-securitv 
purposes might be more than offset by the disadvantageous income-
tax consequences. 

IV. TOTAL AND PERMANENT DISAn3ILITY 

H. R. 2893 provides for the payment of benefits to covered workers 
who have suffered medically demonstrable total and permanent dis
ability for 6 months or maore. A temporary disability plan (see below) 
is intended to bridge the gap between the onset of the disability and 
the start of extended disability payments. 

Labor was particularly emphatic in its support of the disability 
program. Its position and that of the administration were as follows: 

(a) Some 4,000,000 members of the Nation's working force are 
disabled at any one time-2 million for 6 months or longer. 

(b) The permanently disabled form a large part of the~public
assistance load, and it has been shown that many of the persons 
now receiving public assistance (the aged, blind, and dependent 
children) are on the rolls because of the total disability of the 
person who could normally furnish their support. 

(c) Disability quickly wipes out individual savings. Few 
workers can provide for this contingency out of their wages.

(d) Permanent disability in the aggregate is an insurable risk. 
The adverse experience of private insurance companies is not 
conclusive. Many of them tied their disability insurance: to 
ordinary life policies in an effort to make the latter more attrac
tive. This led to careless administration of the disability pro
visions. When they tried to tighten up on disability insurance 
they ran into adverse selection. 

(e) There has been plenty of experience upon which to base 
such a program, namely, the public retirement systems, the 
railroad workers retirement plan, the veterans' program, work
men's compensation, State cash sickness insurance programs, 
and commercial insurance. 

(J) Total disability insurance is administratively feasible. 
The existing OASI record system and its field agencies are readily 
adaptable to including such a program. They should be inte
grated because of the administrative savings and the convenience 
to applicants of having only one office to deal with. Few addi
tional doctors need be hired. Existing Government facilities 
could be utilized on a cooperative basis, and some medical 
examinations could be handled on a contract basis. 

The insurance companies have been particularly vocal in their 
opposition to the program. The arguments against such an insurance 
program are as follows: 

(a) Private insurance has had an adverse experience with this, 
type of insurance. This was particularly true during the depres
sion. The rate of disability climbed sharply during widespread 
unemployment. 

(b) The cost of such a program is unpredictable. (Administra
tion estimated between 3/2and 1 percent of pay rolls.) 

(c) Disability programs should emphasize rehabilitation. In
surance minimizes rehabilitation. Rehabilitation can best be 
handled at the State and local level. Cash disability payments 
should be made part of the public-assistance program. 
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(d) There is a great danger of malingering. It is often difficult 
to determine whether or not a person has in fact left the labor 
force. 

(e) The administration of disability benefits requires a great 
deal of administrative discretion. Th'e exercise of such discretion 
has obvious political implications. 

I(f) The disabilities of women are particularly hazardous to 
insure because of the prevalence of claims which cannot be 
proven. It is often difficult to determine their attachment to the 
labor market. 

The cost of the program appeared as an obstacle to -its adoption. 
The administration estimates .were based on the favorable assumption 
of* rising wage levels. As pointed out 'above, any failure of that 
assumption would produce a large error in the disability estimate. 

The Advisory Council's recommendations concerning total dis
ability insurance are followed closely by H. R. 2893. However, the 
bill departs from its report in two main particulars: 

(a) Eligibility requirements.-In addition to the coverage re
quired by H. R. 2893 before a worker becomes eligible for dis
ability benefits, the Council recommended two quarters of cov
erage within -the four quarters preceding his disability. This 
provision would tend to insure at least fairly recent attachment 
to the labor force. 

(b)' Definition ol disability.-The Council recommended that 
the disability be demo'nstrable by objective medical tests. It 
hoped thereby to avoid adjudication of claims based on purely 
subjective symptoms. The danger of malingering would be 
minimized. H. R. 2893, on the other hand, eliminates the 
objective requirement. 

V. TEMPORARY DISABILITY, 

The cost of temporary, disability 'Was not indluded in ~the actuarial 
estimates of the cost of H. R. 2893. Dr. Altmeyer presented a figure 
of -about 1 percent. How this figure wits arrived at' and, whether' it 
was an actuarial estimate was not indicated. 

The Advisory Council did not include temporary'disability in its 
studies. The insurance companies were very much opposed 'giving 
,the same arguments upon which they based their opposition 'to total 
disability insurance. They pointed out that well over half' of the 
working population is already covered by private plans. Mor'eover, 
their experience is that temporary disability plans should be closely 
related to the employment patterns in the different industries and 
different communities, and an inflexible Federal program makes this 
impossible. FIA IN 

The problem of financing has caused considerable anxiety among 
members of the committee. Any increase in-'benefits must be~con
sidered in 'the light of ultimate costs and how those costs are to be 
mjet.' Financing the trust fund, presents' a dilemma.'~Either a level 
premium payment plan must be instituted withi'the resultant -huge 
trust fund or the pay-as-you-go theory must be accepted- with the 
certainty of sharply increased pay-roll taxes in the future. ' The more 
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that coverage is extended and the more that benefits are increased? 
the greater the problem becomes. 

It was stated by witnesses that the economic problems implicit in-
a huge trust fund can be solved. It is the political problem created 
by such a trust fund which led most witnesses to advocate the, pay.. 
as-you-go plan. They expressed fear of the pressures which could be 
brought upon Congress for increases in benefits and of the temptation. 
to expend the fund for purely political ends. Pay as you go, on the 
other hand, would keep the fund at a more moderate level and would 
make it easier to resist political demands. 

The solution to the dilemmna from the administration testimony 
appears to be an eventual Government contribution. Universal 
coverage increases the validity of the argument for a contribution 
out of general revenues. Such a contribution will lessen materially 
the high pay-roll taxes which paying as you go eventually implies. 

Some members of 'the committee asked Dr. Altmeyer to make an 
estimate of ultimate cost in terms of pay roll of the total Government 
program. He stated he was unable to as he did not have the figure 
for health insurance. However, in an interview in United States 
News, April 15, 1949, he appeared to accept the following figures 
based on level premiumi costs and a rising wage assumption: 

Percent 
OASI---------------------------------------------------------------- 6 
Temporary disability --------------------------------------------------- 1 
Unemployment insurance ----------------------------------------------- 2 
Health insurance ------------------------------------------------------ 4 

Total-------------------------------------------------------- 1 

On the pay-as-you-go -plan this cost. probably would eventually reach 
20 to 25 percent plus, and it should be noted that even these estimates 
are based on favorable assumptions.

H. R. 2893 provides for a tax rate of 1Y2. percent on July 1, 1949, 
and 2 percent on January 1, 1950. These rates are assumed to, be 
sufficient to maintain the fund under the expanded program in the 
immediate future on a pay-as-you-go basis. 

It is difficult to assess the effect of individual benefit modifications 
in terms of lowered pay-roll cost. For example, the administration 
actuarial estimate (see Actuarial Study No. 28, February 1949, FSA) 
shows the increased level premium cost of the new benefit formula as, 
between 1.86 percent (low-cost estimate) and 2.70 percent (high-cost 
estimate). It makes no attempt to allocate such cost between the. 
various elements of the benefit formula, such as the best 5-year wage 
average, the liberalized insured status requirements, and the higher 
wage base. 

Some objection was made to imposing additional tax burdens upon 
the economy at this time. It is true that the administration pictures. 
its expanded program as having a stabilizing effect on the economy, 
as providing greater opportunities for individual savings and as help
ing to support the consumers' purchasing power, but these effects 
are of a long-range nature. The impact of tax increases is felt imn
mediately. Representatives of the coal industry, for example, 
maintained that they have about reached the limit in pay-roll taxes 
which their competitive, situation will permit them to bear. 

As has already been pointed out, whatever tax rate is decided upon, 
there remains the possibility of special tax treatment for selected 



OLD-AGE AND SURVIVORS INSURANCE 17 

groups. Representative Mills made a suggestion that farm operators 
pay only the employee rate (rather than 13Y2times that rate as would 
other self-employed) and that farm workers and domestics pay onl'y
their own contribution without any contribution from employers. 
I~n terms of the farmer this would mean a lesser burden on his earnings; 
in terms of agricultural and domestic workers this would mean no 
harassment of employers and more responsibility on the individual 
worker. What effect such tax treatment would have on entitlement 
to benefits was not made clear. H. R. 2893 provides for payment of 
three-fourths of normal benefits to nonprofit employees -whose em
ployers refuse to contribute. Extension of a similar plan to the more 
numerous agricultural and domestic workers might entail consider
able depletion of the trust fund and, at the same time, fail to meet the 
public assistance problem. 

VII. ADMINISTRATION 

1. Costs 
The administrative cost of the' present law is about 3 percent of 

contributions and less than 10 percent of benefit payments. This 
cost is expected to decline with expansion of the program. . 

The cost of maintaining individual wage records is about 0.75 
percent of contributions and less than one-fiftieth of 1 'percent of 
covered pay roll. Therefore, it was stated that the administrative 
saving which would result from the abandonment of the present 
system for a flat -benefit plan would not add materially to the amounts 
available for benefit payments. 

The actuarial estimate of the administrative cost of H. R. 2893 in 
1960 (excluding the -temporary disability program) is between $113,
000,000 (low-cost estimate) and $189,000,000 (high-cost estimate). 
The same figures.for the year 2000 indicate a low cost of $260,000,000 
and a high of $450,000,000. Apparently no estimates. have been 
made of the administrative cost of the temporary disability program. 
2. Tax colleetions 

The major administrative change envisaged by H. R. 2893 is in the 
method of collecting contributions, in respect to agricultural and 
domestic workers. The self-em~ployed (farm and urban) will be 
processed through the existing income-tax return with minor modi
fications, in the instructions or in the form, itself. This procedure will 
utilize existing administrative experience. However, a new depar
ture must be made in regard to, the farm worker and the domestic. 
Present plans call for use of a stamp plan or a simplified pay-roll report
form. The Bureau of Internal Revenue favors the latter. which has 
the advantage of furnishing the employer a permanent record of 
contributions, and also eliminates the necessity of using-the Post Office 
Department as a stamp-distributing agency. The stamp plan, on the 
other hand, would facilitate coverage of casual workers from the 
standpoint of the emp~loyer since, it would not be necessary for him to 
prepare forms or keep records. Moreover, if the prop'osal to require 
only the employee contribution in respect to farm and'domestic 
workers is adopted, the stamp plan becomes a. practical necessity. 

H. R. 2893 provides that all contributions be -paid directly into the 
National Insurance Trust Fund. There was no discussion 'of this 
change. 
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VIII. MISCELLANEOUS 

1. Effect on private retireme'nt plans 
One objection to social security in general is that it interferes with 

private retirement plans. Therefore, there was some feeling that 
groups generally covered by such plans should be specifically excluded 
from coverage. The administration, on the other hand, would like 
to cover all such groups on a compulsory basis. The bill does not go 
that far. It. excludes Federal employees covered by a Federal retire
ment plan and State and local employees covered by public~retirement 
plans unless they indicate by referendum their desire to be covered 
by OASI. This is essentially a compromise position. Opponents 
would like such groups to be excluded categorically. The basic 
objection to such exclusion is that employees covered by such plans 
often lose their retirement benefits when they change employment. 
They are then without any coverage at all. Therefore, thp adminis
tration supports compulsory coverage of these groups with the expec
tation that the private plans will be modified to the extent that it is 
necessary to supplement OASI. This is the pattern that has been 
followed generally in-industrial retirement programs. The ones that 
existed prior to enactment of the original social-security law have 
been modified so as to deduct from the benefits payable under the 
private plan the amount of any OASI benefits. 

2. Advisory Council report 
While the report of the Advisory Council generally accords with 

H. R. 2893, the Council recommended the following which have not 
been incorporated into the bill: 

(a) Raise the wage base to $4,200-not to $4,800. 
(b) Eliminate the 1 percent yearly increment to the benefit 

payment. 
(c) Modify the work test so that it will not operate as a for

feiture of benefits and eliminate the work test for those over 70. 
(d) Use the lifetime average wage in computing benefits. 
(e) Extend coverage to nonprofit organizations on a compul

sory basis, excluding clergym en and members of religious orders. 
(J) Make the railroad retirement program supplementary to 

OASI. 
(g) Require that permanent and total disability be of a type 

demonstrable by objective medical tests. 
3. Positionof private insurance comnpanies 

(a) Extend coverage to groups now excluded. 
(b) Keep benefits at a subsistence level. 
(c) Keep $3,000 wage base.' 
(d) Eliminate I percent yearly increment to the benefit payment. 
(e) Use a lifetime average wage rather than the average for-the best 

5 years.(&Do not extend present lump-sum death-benefit provision.
~)Eliminate work test for those over 70 and modify in the 65-to

70 area. 
(h) Do not lower the retirement age for women. 
(i) Do not enact disability insurance. 



APPENDIX 

Coverage of workers on border -line of wage employment and self-employment 

Etmtd Estimated 
Bordr-liegEstinmated o coverage if 
Bode-lnogournkers of Public Law 

wokr' 642 repealed2 

Total---------------------------------------------------------- 1, 283,500 500, 000-750,000 

Outside salesman in manufacturing and wholesale trade ------------------- 444,000 220,000 
Taxicab operators----------------------------------------------------- 150,000 150,000
Insurance salesman: 

Ordinary life------------------------------------------------------ 60, 000 60, 000 
Fire, theft, and casualty -------------------------------------------- 90,000 0 

House-to-house salesmen ----------------------------------------------- 370,000 70, 000 
Private-duty nurses------------------------------- -------------------- 75, 000 0 
Owner-operators ofleased trucks ---------------------------------------- 5o,o00 0 
Industrial home workers ----------------------------------------------- 40, 000 40, 000 
Entertainers ---------------------------------------------------------- 36, 000 10,000 
Newspaper vendors and distributors_ ----------------------------------- 22, 0004 
Contract loggers------------------------------------------------------- 17,500 8,750
Mine lessees ---------------------------------------------------------- so,000 to, ooo 
Journeyman tailors ------------------------------------------------
Subcontractors, building repairs and alterations -------------------------- 200, 000 0 
Contract filling-station operators --------------------

I These figures were inserted in the record of the bearings before the Senate Committee on Finance on 
H. S. Res. 290 (80th Cong.) by Oscar R. Ewing, Federal Security Administrator. None of these workers 
would be covered under Public Law 642. 

2 These figures were supplied by Harold Packer, Assistant to the General Counsel, FSA. They repre
sent the number of workers excluded from coverage by Public Law 642. Where the number is less than 
the total in the preceding column, the balance would not be covered under either Public Law 642 or the 
Supreme Court test of economic dependency. 

3 This figure excludes part-time salesmen and salesmen who sell several different lines. If they were in
cluded, the, figure would approach 1,000,tO), but such salesman would not be covered uinder any existing 
test. 

IExcluded by News Vendors Act. 
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Four 	weeks ago, when this committee began hearings on Title I 
of the Social Security Act, I referred to public assistance as our second

line of defense against destitution. My statement today is concerned

with the first line of defense--a comprehensive system of contributory

social insurance having as its aim, the prevention of destitution.


These two lines of defense were established by the Congress in 
1935 from the perspective of several decades of-experience including' 
the "boom" of the 1920's and the "depression" of the 1930's. Fourteen 
years of operation under the program have proved the wisdom of the 
decision Congress made in establishing the social. insurance system. 

Following the policies laid down by the Congress and guided by our

experience in administering the program, we have recommended in our

annual reports that the contributory social insurance program be improved

and strengthened along the following lines:


1. 	Extending the coverage of the old-age and survivors insurance

program to practically all gainfully employed persons,


2. 	Raising the level of benefits paid under the program, and,


3. Expanding the program to provide protection against disability

as well as old age and death.


Later I should like to present for the consideration of the

Committee in summarized form, specific suggestions covering the

following subjects:


(1) 	Extension of coverage;


(2) 	Coverage of the self-employed under old-age and survivors

insurance;


(3) 	Improvement of old-age and survivors insurance benefits;


(4) 	Disability Insurance benefits;


(5) Financing an expanded old-age, survivors and disability

insurance program.


It occurred to me that these summaries might be helpful in

focusing all of the material and considerations that are involved.
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As the Committee knows., the Federal old-age and survivors insurance 
program is the only part of the Social Security Act which is administered 
wholly by the Federal Government. Employers and employees have each been

making contributions of 1 percent of taxable wages since January 1, 1937.

Under the original provisions of the Social Security Act, monthly benefits

would not have been payable until January 1, 19412. The 1939 amendments,

however, advanced that date to January 1, 1940. The 1939 changes also

resulted in an increase in the payment of benefits during the'early years

of the system's operation. Above all, the amendments added dependents'

benefits and survivors' benefits so that now, in addition to the payment

of'old-age benefits to workers themselves, monthly benefits are also

payable to the aged wife and young children of a living beneficiary and to

the widow, children, and, in some cases, the dependent parents of an

insured worker who dies. The face value of these survivors benefits

is now about $80 billion. Just as contributions are paid on the basis

of wages received, so these benefits are paid on the basis of the past

wages of the insured worker, and thus compensate for a portion of the wage

loss sustained by his retirement or death.


I believe that the Ways and Means Committee has a right to be

proud of the way this law has functioned to date. There were many

persons in,1935 who doubted that this social insurance system could be

simply and efficiently administered. However, at the present time there

are 2.3 million aged persons, widows and orphans receiving monthly benefits.

By the end of this present calendar year the number will probably have

increased to about 2.6 million. Contributions for the year 1949 are being

collected at a rate of about $1.8 billion per year and disbursements are

running at a rate of $700 million.


This Federa.l old-age and survivors insurance system constitutes

the largest permanent insurance system in the world. Therefore,

unprecedented administrative problems have been encountered in putting

it into effect. However, all of these problems have been solved. The

total cost of administration at the present time is 3 percent of

contributions collected and less than 10 percent of benefit payments.

This percentage is declining steadily and there is no question that as

benefit rolls increase the cost of administration will decline to less

than 3 percent of benefit payments.


At the present time accounts have been established for 80 million

individual workers who have wage credits. The cost of maintaining these

wage records is about 12 cents per account per year.


There can no longer be any doubt as to the Effectiveness and

practicability of this Federal old-age and survivors insurance system.

However, the years that have passed have indicated various ways and

means in which it could be improved and also demonstrated that its

benefits could be extended to cover substantially all the gainfully

employed persons, including the self-employed.
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Extension of Coverage


The present Federal old-age and survivors insurance program covers, 
with certain important exceptions, employers of one or more employees. 
Despite these exceptions, social security account cards have already been 
iss~ued under this program to some 90 million persons, of whom 80 million 
already have had some wage credits posted to their accounts because 
of work in insured employment. It is apparent from these figures that 
a large proportion of the gainfully occupied population already has 
some measure of protection against old age and death. However, it is 
also apparent that many persons pass back and forth between insured 
employment and uninsured employment. In 19)48 while only 35 million 
individuals were engaged in insured employment at any one time, over 
50 million individuals worked in insured employment during the course of 
the year. 

Since the amount of a benefit depends to a considerable extent

upon the length of time an individual'actually works in insured employment

and the amount of his earnings in such employment, persons who pass in

and out of insured employment get lower benefits than they would have

if all their work had been insured employment. Persons who always work

in uninsured employment are unable, of course, to develop any benefit

rights whatsoever.


The main groups now excluded from old-age and survivors insurance

are agricultural laborers, domestic servants, employees of nonprofit

organizations, public employees (Federal, State, and local), railroad

employees and self-employed persons, including small businessmen and

farmers.


It is gratifying to note that various groups who have studied the

contributory social insurance system have recommended that coverage be

extended. The most recent was the Advisory Council on Social Security

which after careful consideration of the administrative and financial

problems involved recommended the extension of the insurance system to

cover farmers and other self-employed persons, agricultural labor,

domestic service and other groups. A study undertaken by the Treasury

Department at the request of your Chairman reported that "It is now

evident that administrative considerations no longer constitute an

important barrier to the expansion of coverage in the event the Congress

decides to extend the protection of the system." A third and earlier

.study of the "Issues in Social Security" was made by the Technical

Staff on Social Security of your committee. The resulting report,

as you know, concludes, in part, that:


"With the prospect of the addition of other kinds of social

security benefits, it seems inevitable that availability

of old-age and survivors insurance benefits must be all inclusive

if the Nation's social-benefit objectives are to be attained."


A recent Gallup poll reports that 60 percent of farmers who 
expressed an opinion on the question favored the extension of social 
security benefits to farmers. Many small businessmen, professional 
workers and others who comprise the non-farm self-employed, in groups

and as individuals have urgently requested coverage under the program.




of the 80 million living workers who have acquired some wage 
credits under old-age and survivors insurance, over 13 million are 
permanently insured and another 31 million have some insured status, the 
maintenance of which depends on their continuing to work in covered 
employment. Even for those who are permanently insured, however, 
shifting between covered and noncovered employment would damage their 
benefit rights by reducing the amount of benefits potentially payable. 
Of the nearly 36 million (approximately 44 percent of the total having 
some wage credits) who have acquired no insured status many have 
shifted to a noncovered occupation such as self-employment. Unless 
these individuals later return to covered employment, their contributions 
will have been lost to them. An outstanding result of extending the 
coverage would be the elimination1 of this uncertainty as to insured status. 

Persons who have not worked in covered employment, of course, are

unable to acquire any benefit rights under old-age and survivors insurance,

and many of them have no protection under any other system. Even where

protection is afforded under other retirement systems, workers who shift

between jobs covered by different systems are at a disadvantage, and many

fail to qualify for benefits under any system. In order to assure con

tinuity of insurance protection, old-age and survivors insurance should

be made the basic social insurance system of the Nation, coordinated with

the special systems covering particular groups.


In addition to increasing the social insurance protection of the

population generally, extension of coverage would have other beneficial

effects. It would eventually reduce the costs of public assistance. In

this respect it would be particularly beneficial for the predominantly

agricultural States, where public assistance costs now are comparatively

heavy because so little of the burden of dependency in those States is

met by the contributory social insurance program. In view of the fact

that the proportion of aged persons in the population is increasing, we

can expect rising public assistance costs unless the social insurance

program is enabled to assume its full share of the load.


The Social Security Administration believes that one of the ways in

which the Nation's obligation to its veterans can be met is by giving

the veteran a chance to provide for his own future. With broad old-age

and survivors insurance coverage virtually all veterans would be able

to provide for their own security and the security of their families.


The Self-Employed


Farm operators and urtan business and professional people make

up the two main classes of the self-employed, each of which is much

larger than any other group excluded from the present old-age and survivors

insurance program. The number of farm operators in the course of a year

is about 6 million. The number of the urban self-employed has increased

greatly since the war and is now about 7.7 million.


The self-employed were excluded from the original program largely

because, at that time, there was no agreement on a feasible method of
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obtaining such reports of their income. Subsequent developments have

indicated that most self-employed persons can report their income, for

purposes of coverage, as a part of their income tax returns.


Reports would be required only from self-employed persons with

gross cash incomes from all sources of $500 or more in a year, and

with net incomes from self-employment of $200 or more. The value of goods

produced for home use would not be counted. There is, of course, the

special problem of determining how much income is due to self-employment

as distinguished from return on investment. However, a reasonable

approximation of this can be made from items already in the income tax

return. Therefore, there are no insuperable administrative problems

which would prevent extension of coverage to the self-employed.


The Federal Security Agency and the Treasury Department believe

that a one-page form can be devised which mould be simple for the

taxpayer and which would present no, major difficulties in administration

for the Federal government. Net income from self-employment could be

determined entirely on the basis of two figures already included in the~

income-tax return,namely, income from business or profession (schedule C),

and income from partnerships (schedule E).


Based on the experience of the Treasury Department with the

taxation of low and middle income groups in recent years, it is our

opinion that the coverage of the self-employed can be accomplished

simply, effectively, and economically at this time.


Agricultural Labor and Domestic Workers


At present about 4.1 million hired workers on farms and about

3 million domestic workers in private homes are excluded from old-age

and survivors insurance in the course of a year. In addition to the

4.1 million farm workers, an estimated 6 or 7 hundred thousand people

who do not work on farms are excluded from coverage by the definition

of "agricultural labor" incorporated in the Social Security Act in 1939.

A large group of these workers are engaged in the preparation of fruits

and vegetables for market. Altogether, therefore, some 4.7 million

persons are excluded from the present coverage as "agricultural labor."


Both farm and domestic workers are low-income groups and are even

less able than urban wage earners to protect themselves against the risks

of old age and death through their own efforts. A principal reason for

the original exclusion of these two groups was the administrative diffi

culty due to the large number of small employers involved and the fact that

most of these employers do not keep books and would find difficulty in

making reports. On the basis of studies made during the past ten years,

I believe that it is administratively feasible to extend coverage to

these groups through the use of a stamp-book system. Under such a

system each employee would receive a stamp book in which stamps would

be placed by his employer to evidence contributions made by the employer

and the worker. In rural areas the employer could purchase these~stamps

from the mail carrier, and in urban areas they could be purchased at
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post offices. A stamp plan could be used also by small industrial and

commercial establishments which found it more convenient.


For regular workers on large scale farms, where pay records are

already kept, the system of reporting now used in industry might

be most convenient. For the rest--that is, for the workers on small

farms and temporary help employed during rush seasons- -it might be

more convenient to use a stamp plan. Whenever he paid his workers, the

farmer could place special social insurance stamps in books carried by

the workers. Half the cost of these stamps would be borne by the employee.

The books would be accepted by the Social Security Administration as

evidence of earnings, and the farmer would not need to make any report or

keep any special records for the purpose.


Public Employees


It would be entirely feasible to extend the basic protection of the

social insurance system 'to all public employees--Federal,, State, and local.


The special retirement systems which now cover public employees,

like those in private industry, could be constructed so that their

benefits would supplement those payable under the basic social insurance

system. Such revisions'should of course be made in such a way as to

increase the total protection afforded to public employees without

reducing their retirement benefits.


Until agreement can be reached on the necessary adjustments in

existing Federal retirement systems at least those Federal employees

who are not protected by any Federal retirement system should be covered

under the basic old-age and survivors insurance system.


Opportunity for State and local governmental employees to be

covered should be afforded through voluntary agreements with the States,

provided the social insurance system is protected against adverse selection.

Voluntary coverage is proposed in this field only because of the constitu

tional problem involved in taxing State and local governments.


The Armed Forces


Active service in the armed forces should be included under the

old-age and survivors insurance system. The establishment of a citizen

army during peacetime has made permanent the problem which arose during

the war of protecting the old-age and survivors insurance rights of those

who devote a few years to the service of their country but who do not

stay in the armed forces long enough to qualify for the benefits of the

retirement systems-set up by the various services. Credits for active

service should be counted beginning with the outbreak of World War II.

Protection against disability and superannuation is offered by military

retirement systems only for career members of the armed forces. The

large group of individuals who serve for periods of less than 20 years

in the armed forces would still not accumulate rights to any kind of

benefits under the special systems, and should be afforded protection

under the old-age and survivors insurance system.
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In 1946 Congress provided what was in effect free term-insurance

protection to veterans in the event. of the death of a veteran during

the period of three years immediately following separation from active

military or naval service. This period of-time enables veterans to

acquire at least currently insured status if they enter insured employ

ment for as much as one-half of that period. However, for those veterans

who do not enter insured employment this insurance protection ceases upon

the expiration of the three-year period. Even those veterans who enter

insured employment suffer some reduction in their benefits because

military or naval service is not insured employment. Thus, their average

wage upon which benefits are based is less and they do not receive the

1 percent increment which is provided for each year that a person is in

insured employment. This provision has already ceased to have any effect

for most veterans. Rather than extending the provisions, a better

solution would be to give all veterans wage credits for World War II

service as was done in the case of the Railroad Retirement and Civil

Service Retirement plans.


Employees of Nonprofit Organizations


Service performed for religious educational, charitable, and

similar nonprofit organizations should be included under the insurance

plan.


I believe that compulsory insurance coverage would not endanger

the tax-exempt status accorded to these organizations. Specific pro

visions affirming this status could be included in the legislation.

Coverage for employees' of these institutions should not be contingent

upon the election of their employers. Any plan providing elective

coverage would be both administratively and actuarially unsound, and

in addition would be unfair to those employees whose employers did not

elect coverage.


In the event that it is believed desirable public policy not to

require nonprofit employers to pay their share of the old-age and

survivors insurance contribution, provision could be made that the employee

contribution would be compulsory--thus assuring all nonprofit employees

and their families of insurance protection. The payment of the employer

contribution could be made voluntary and wage credits correspondingly

reduced if the employers contributions were not paid.


Gearhart Resolution


The definition of an "employee" for purposes of social security

should be restored to that under which we operated until June 14, 1948,

when Public Law 642 was enacted. The repeal of sections 1 and 2 of this

law would restore rights under the old-age and survivors insurance

system to an estimated total of from 500,000 to 750,000 workers, who are

temployeeslI as a matter of economic reality but not according to the

usual -common-law rules required by Public Law 642. Many of these are

salesmen, taxicab operators, insurance agents, or homeworkers.


Repeal of the resolution is recommended even though the self-employed are

covered under the program.




-8


Disadvantages Suffered by Newly Insured Groups


If these recommendations relative to broad extension of coverage

of the old-age and survivors insurance system are enacted into law it 
will be necessary to adjust the eligibility requirements and the method 
for determining the average monthly wage upon which benefits are based

so that the newly insured groups will not be unduly disadvantaged because

of their la-be entrance into the system. As the law now stands a person

who has not been working in insured employment for roughly one-half of

the time since the law went into effect on January 1, 1937, (or one-half

the time since the date he became 21 years of age, if that date is later)

is not fully insured and, therefore, not entitled to an old-age retirement

benefit. Therefore, it would take a farmer who had never worked in

insured employment previously, who attained age 60 this year, about

ayears before he could qualify for an old-age retirement benefit. Since


12 years have already elapsed, his average monthly wage would be less

than half of the average income he would earn during his period of coverage

because his earnings would be averaged over the whole period after

January 1, 1937, and until he is insured, a period of about 20 years.


To make it possible for newly covered workers to become eligible

for insurance benefits within a reasonable period of time the provision

of the existing law should be changed to permit a person to be deemed

insured if he had covered wages in one out of each of the four quarters

elapsing since 1936 or since age 21. Anyone who had 40 quarters would,

of course, continue to be fully insured. The one-out-of-four provision

would permit newly covered workers to be treated the same as retired

workers will be treated when the insurance system is mature since under

the present law, for the long-run future, a worker will only need to

have 10 years of coverage out of approximately 40 years of his working

life. If the Congress were to extend coverage to all of the persons now

excluded so that the insurance system would be a truly universal coverage

plan then it would be possible to require only the same qualifying period

for an older worker now as was required for a person who was the same

age when the system began operation in 1937.


A revised definition of average monthly wage is necessary so

that newly covered groups will not be unduly disadvantaged because

of their late entrance into the insurance system. I shall discuss

additional reasons for changing the method of computing average wages

in connection with liberalizing the benefits.


Liberalizations in Benefit Amounts


Benefits under existing provisions of the law are not adequate

for the basic security which the Nation and the Congress expected

would result from old-age and survivors insurance for insured persons

and their families. The present level of benefits has been found to~be

inadequate even at the level of the economy in 1939, when these provi

sions were enacted. Since then., the cost of living has risen between

70 and 75 percent.


Benefit formula.--The average primary benefit in 1940 was about $22,

or a little above the national average for old-aeassac pamnts
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$20. However, many beneficiaries had only small resources of their own

and those whose benefits were lowest were most likely to be entirely

without other resources. As the cost of living rose, the benefit amount

became even less adequate. Today the cost of living index is more than

70 percent above that in 1939. In spite of the considerable increase in

average wages (about 125 percent in manufacturing industries) and the

consequent need for higher benefits to replace wages lost by retirement

or death, the formula adopted in 1939 has permitted the average benefit

to increase only 12 percent, to about $25. As compared with that figure,

the average old-age assistance payment is $42. some 10 percent of the

insurance beneficiaries have to have public assistance and many more rely

on help from relatives. Obviously the insurance benefits are inadequate

to provide even what the nation as a whole regards as essential for

people in need, and such benefits cannot successfully prevent dependency

in a large percent of cases. Therefore, the present formula should be

changed to .40 percent of the first $75 (instead of $50) of average

monthly wage plus 15 percent (instead of 10 percent) of the remainder.


Maximum wage base. --Another important change which should be made is

to permit the average monthly wage to be as high as $400 per month.

This would be the result if the taxable wage base were increased to

$4,800 instead of $3,000. In 1939, about 97 percent of all covered

workers received wages below $3,000. At today's wage levels, $4,800

would include the total wages of about 96 percent of the workers. Thus,

this proposed change is necessary to give workers the same degree of

protection against wagd loss that they were accorded in 1939. If the

wage base is not raised, the differential between benefits for low-wage

and high-wage workers will not adequately represent their differences

in levels of living and the benefit structure will tend more toward a

flat level.


Calculation of average monthly wage.--Benefits are based on the worker's

wages from covered employment averaged over all months after 1936 (or his

la-ter attainment of age 21), whether or not he had covered wages in all 
such months. 

The purpose of basing benefits on such an average monthly wage

was to permit benefits to be related to a worker's usual earnings even

though he retired within a few years after the program began, without

permitting excessive payments to persons who will retire many years hence.

At the same time, the average monthly wage, and hence the benefit amount,

was reduced for persons who moved in and out of covered employment,

whether on account of noncovered employment, unemployment, or disability.

This method of calculating the average wage has been criticized for

several reasons. First, while most persons recognize the justice of

higher benefits for persons who pay contributions regularly than for

those who work some of the time outside the program, the concept of an

average'' wage lower than that which the worker ordinarily is paid is

difficult to understand. Second, any periods of disability which the

individual suffers should not reduce his average monthly wage or benefit

amount, even though periods when an individual was not in the labor force

or was working in noncovered employment should result in lower benefits

based on his covered employment. Third, an "average monthly wage"~

figured over an individual's entire working lifetime, as the present
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formula will require in the long run, will not be representative of his

wage loss at death or retirement. It will include the low wages when he

was learning his trade or business. Also, since there is a long-term

upward trend of wages, it will fail to remain reasonably representative

of current wage levels. It seems better to base benefits on the average

wages a worker has during a reasonably limited period when he was working

fairly regularly at his most developed skill and hence earning his best

wages. Ordinarily, such a period would be toward the latter part,

although not necessarily, the end, of his working lifetime and benefits

based on it would fairly represent the general wage level when he retires.


A change in the present method of figuring the average monthly

wage will of course, be necessary when the act is extended to cover a

ntumber of occupations heretofore excluded. Otherwise, the employees

in such occupations would for many years have a very low average

monthly wage and would probably recieve very small benefits. Averaging

wages over a limited period such as the individual's best five years

rather than all years since 1936 would prevent undue hardship to the

newly covered workers and improve the benefit structure generally.


Increase in benefit amounts for continuous employment.-


Because the average monthly wage is reduced by any months

since 1936 when an individual had no covered wages, benefits are larger

for workers who are in covered employment all their working lives than

for persons in such occupations for proportionately less time. Even

when coverage is broadly extended, some provision is needed to assure

substantially larger benefits to those persons who work continuously

than for others, like women who leave thE,lab:zr force upon marriage, who

become eligible for benefits but have not engaged continuously in

covered employment. Otherwise, the unduly large benefits of persons

irregularly in covered employment, or even irregularly in the labor

force, will be largely financed by regularly covered workers and

their employers. If such variation is made directly in the benefit

amount, rather than in the average monthly wage, those affected would

understand it better.


Minimum benefits.-


If most occupations now excluded are covered, as proposed, the

minimum primary insurance benefit should be increased. The present

amount $10, does not represent, even the minimum economic security in

tended in 1939, when the figure was set. If the proposed revisions in

coverage, benefit formula, and method of computing the average monthly

wage are enacted, the minimum benefit could be established at $25 with

out exceeding the computed benefits of the great majority of those

persons who customarily support themselves.


Maximum benefits .- 

Under existing provisions, family benefits may not exceed $85

a month, twice the amount of the worker's primary benefit, or 80 percent

of the average monthly wage, whichever is least. If'a $4-,800 wage base

is used, a higher dollar maximum, such as $150, is needed to permit a




man with a high average wage and his wife to draw the full amount of their

benefits when the man has been in covered employment for a fairly long

period. The requirement that benefits may not exceed twice the amount of

the primary benefit is unduly restrictive on survivor families at the

middle income levels which include most insured workers' wages. There

fore, it is recomme~nded that this particular requirement be eliminated,

but that the other two be retained.


Reduction in Age for Women


Women should be eligible for benefits at age 60. Wives are gen

erally a few years younger than their husbands. Requiring a wife to be

age 65 before her benefits can be paid means that only about one-fifth

of the married men who retire at age 65 have wives immediately eligible

for wife's benefits. Some families must, therefore, live on very in

adequate benefits for several years until the wife is eligible for benefits.

If women were permitted to draw benefits at age 60, about three-fifths of 
the married men would have wives immediately eligible for wife's benefits 
when the men attain age 65. Furthermore, a widow between ages 60 and 65 
could also draw benefits immediately. Women workers themselves, as a 
matter of equity, should also be eligible for primary insurance benefits 
at the same age other women may draw dependent's benefits. 

Liberalization of Retirement Test


Benefits are not paid for any month in which a beneficiary earns

more than $14I.99 in covered employment. Although benefits are intended

for workers who have retired from substantial employment, beneficiaries

should be permitted to do some part-time work, paying up to about $50

a month, without loss of benefits.


Lump-sum death payment


Such payments may now be made only if the insured -worker leaves

no survivor who could immediately become entitled to monthly benefits.

The extra expenses of death impose as great a burden on those who draw

monthly benefits as on those who do not. The lump sum should be payable

upon death of any insured worker, irrespective of the payment of monthly

benefits. On the other hand, since the primary insurance benefit is in

creased, the lump-sum payment might well be three times rather than six

times the primary insurance bI--nef it.


DISABILITIY BENEFITS 

Our existing social insurance program provides some protection

against wage loss due to unemployment, old age and death. But we have

provided no social security against a hazard which is equally, sometimes

even more, disastrous to a family--the temporary sickness or injury

which keeps the wage earner off his job for weeks, or months, or the more
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serious disability which incapacitates him for a longer period-.-perhaps

for the rest of his life.


Every day nearly 4,000,000 men and women of working age -1are suffering

from some disabling condition. Over 2,000,000 of them have been

disabled for 6 months or longer. To the wage earner 'who is unable to

work and to his family which depends on his earnings the loss of income

has the same social and economic impact whether it is caused by labor

market upheaval or physical incapacity.


Temporary disability caused by illness or injury, and extended

disability resulting from accident or chronic disease, are economic risks

against which most workers find it virtually impossible to budget on an

individual basis. To most workers the cost of private disability insurance

is prohibitive; comparatively few have the protection offered by existing

Federal and State retirement programs and other benefit systems. For

these reasons disability continues to be a major cause of dependency.


In June 19)48, 83,000 persons were receiving aid to the blind

throughout the United States; and the families of about 90,000 incapaci

tated workers were receiving aid to dependent children. Of the more than

a million children receiving such aid, one-third were from families where

one or both parents were incapacitated. Many of those on the assistance

rolls have become destitute because disability forced them to stop work

and use up all of their personal savings. Clearlyi the cost of

dependency is a heavy drain on the public purse--and disability causes

much of this dependency.


A program of social security falls short of its basic purpose

if it fails to protect workers and their families against the risk of

disability. The best way to provide this basic protection in a manner

consistent with the traditional American concept of dignity and self-

respect is by a contributory social insurance program. Disability,

like other economic risks, cannot reasonably be predicted on an

individual basis; but in the aggregate it is a predictable, insurable

risk. Under a broad contributory social i~ns-urance system this necessary

protection can be provided at a cost well within the reach of every

worker.


For all insured wage earners and self-employed persons who have 
been disabled for 6 months or longer and cannot engage in any substanti
ally gainful work, monthly benefits should be payable, beginning after a 
6-month waiting period. These extended disability benefits should be 
comparable to the benefits payable upon retirement. For eligible wage 
earners onlyV--to tide them over the first 6 months of disability- 

weekly disability payments should be payable. Only those whose earnings

show regular attachment to the labor force should be eligible for 
benefits in either case- -and only if their disability is medically 
demonstrable. 

Disability insurance is part of the social insurance systems

in practically all countries, and, its administrative feasibility has

been proved beyond question. This view has been recently affirmed by
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the Senate Advisory Council on Social Security in its recommendations for 
establishment of a permanent and total disability insurance program. In 
the United States we have had considerable experience with disability 
programs. The various special public retirement systems, the program 
for rail-road workers, the veterans' program, workmen's compensation, the 
State cash sickness insurance programs, and commercial insurance, have 
provided valuable sources of information and experience in planning a 
national program of disability insurance. Some of those who question the 
practicability of such a national program in this country are concerned

over the fact that a number of private insurance companies discontinued

writing disability contracts after unfavorable experience with them

d~uring the depression years. On that point we agree with the Senate

Advisory Council which said: "in our opinion, that experience is

important but not conclusive." 

The present old-age and survivors insurance system is already full 
geared to large-scale payment of benefits similar to those proposed for

disability. The wage records system, the network of field offices, and

other administrative facilities necessary for administering a disability

program would be largely the same as those for the retirement and sur
vivors program. Thus, existing administrative machinery could be adapted 
with minimum effort and expense to payrment of the new benefits. 

The programs for both temporary and extended disability benefits 
should be integrated with the old-age and survivors insurance system.


The advantages to claimants , to doctors, and to the public 
generally, in having only one field office to look to locally for 
information and action on old-age, survivors, or any form of disability 
benefits are obvious. Administrative savings to be obtained from such 
an integrated program would alone be suf'ficient reason for selecting 
full integration as the most desirable course. 

Three States--Rhode Island, California and New Jersey--now have

temporary disability programs. Our study of the operations of these

and other programs has convinced us that a program of temporary

disability benefits fits into a comprehensive insurance system embracing

ret irement, survivors and disability insurance. Experience has shown 
that the two programs of temporary disability and unemployment insurance 
are so different as to require almost separate administration, with 
separate policies, separate procedures and separate administrative staffs.


One of the major objectives of a program of disability insurance

would be to finance the rehabilitation of disabled persons for return

to gainful employment. Rehabilitation would be accomplished largely

through existing State and local facilities. Our experience in

administering the retirement and survivors program has demonstrated

that much of the case development and incidental operations can be

successfully decentralized to local offices. We expect that the

opportunities for local operation would be even greater with a disability

program.
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COSTS


In presenting to you the cost of the expanded program I am

first going to present the costs of the present Old-Age and Survivors

Insurance Program and compare them with the estimated costs of the

expanded program excluding temporary disability. I shall deal with

the cost of weekly disability benefits separately since short-time

disability benefits do not have the long-run increasing cost aspects

which old age and permanent disability benefits have.


Cost of Present Old-Age and Survivors Insurance Program:-


If the 1939 estimates of the cost of the present law are adjusted

to allow only 2% interest on reserves (the rate which is now used in

making estimates) instead of 3%, the rate that was used in making esti

mates in 1939, the level premium cost from 1950 on is from about 6% to

9%i of payrolls and the intermediate figure would be about 7-1/2% of

payroll. Of course, these 1939 estimates are now out of date because

of the great increase in wages and number of workers employed. Present

estimates of the expanded program based upon present wages and level of

employment would also turn out to be too high if wages and employment

continue to increase as they have in the past.


Taking into account the changes that have taken place since 1939,

the latest actuarial estimates indicate that the level premium cost of the 
present law is somewhere between 3.3% to 5.7% of payrolls, or about 
4.5% ifwe take an intermediate figure. 

Cost of Expanded Old-Age, Survivors, and Extended Disability 
Insurance Program, - 

The level premium cost of the expanded program, based on sub
stantially present employment and wage levels, is about 5.6 to 9.2 percent 
of payroll, or an intermediate figure of around 7.4%. Thus, the cost 
of the expanded progratn is about the same as the level premium cost 
of the 1939 Act based on 1939 assumptions (with the exception of the 
change in interest rate). 

Of course, actuarial estimates must be presented within a wide

range since no one can predict accurately for several decades hence

economic conditions, mortality rates, population growth, retirement

rates and many other such factors upon which actuarial estimates must

be based.


One fact is clear however. As an individual's wages increase,

he always receives a larger benefit but this benefit represents a

smaller proportion of his wages. This is because the present old-age

and survivors insurance law provides for the payment of primary benefits

of 40 percent of the first $50 in average monthly wages and 10 percent 
of the remaining amount up to $200 additional. For instance, the in
dividual receiving an average wage of $100 per month receives basic 
old-age insurance benefit of $25 per month or 25 percent of his average 
wage; the $250 per month individual receives $40 per month which repre
sents 16 percent of his average wage. Thus, as the average wage of 
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insured persons increases the relative costs of the present benefits


measured as a percentage of pay roll will decrease.


At the present time the average wage of persons contributing

to the insurance system is substantially higher than the average wages

assumed in making the actuarial cost estimates in 1939. This single

factor has resulted in a great reduction in the relative costs of the

insurance plan. In calculating the costs of the proposals I have pre

sented it must be borne in mind that extension off coverage would result

in including all the wages of many individuals who are already under

the insurance system part of the time. This would increase their

taxable wages and reduce the relative cost of the insurance plan.


The figure for the expanded program is predicted on the main
tenance of existing wage levels over the next 40 or 50 years. However, 
our history indicates that the level of income and earnings in the future 
will be above that now prevailing. If the cost estimates of the present 
benefit provisions are amended to take account of the long-term tenden
cy for wages to increase, the intermediate level Dremium cost of the expanded 
program (excluding temporary disability) would be lowtered from 7.4% to 
about 6%, taking the intermediate figure for purposes of comparison. 

In this connection it is significant to note that the level

premium cost of the present Railroad Retirement program is estimated at

13.6 %of payrolls utilizing the 3% interest rate specified in the rail
road law. If an interest rate of 2 percent were used, to put the estimates 
on a basis comparable to that for Old-Age and Survivors Insurance, the 
level premium cost of the railroad program would be about 15% of payrolls. 

Cost of Temporary Disability Insurance:--


It is estimated that a national system of temporary disability

insurance--providing benefits, after a waiting period of seven consec

utive days, for up to 26 weeks during a benefit year--is likely to cost

about 1 percent of covered payrolls. This amount would be sufficient

to provide benefits averaging about 50 percent of covered wages, and

representing higher proportions of earnings for the lower-paid workers

and for workers with dependents. Other specifications of the system

assumed in this cost estimate are that the eligibility requirements in

clude a test of fairly recent attachment to the labor force; that there

be adequate safeguards in claims administration, particularly as regards

the requirement for medical certification of disability; and that temporary

disability insurance would be administered as part of the-national system

of Old-Age, Survivors, and Disability Insurance. By using the same

wage records and field offices, administrative costs would be minimized.


I should like now to submit brief sunmaries of specific recom

mendations covering the following subjects:


(1) Extension of coverage;


(2) Coverage of the self-employed under old-age and survivors insurance;


(3) Improvement of old-age and survivors insurance benefits; 

(4) Disability Insurance benefits; 

(5) Financing an expanded Old-Age, Survivors and Disability

Insurance program.
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1. EXTENSION OF COVERAGE 

Desirability. Many wage earners not now covered under old-age and 
survivors insurance do not have any protection against the risks of

old age, death, and disability. Many of those who shift between em

ployment covered by the program and noncovered employment do not

acquire insured status under the insurance program, and derive no

protection from the contributions they have made. An extension of

coverage to substantially all gainful employment (including self-

employment) -wouldassure the basic protection of the program to

members of the labor force, regardless of type of work or changes

in jobs, and would at the same time strengthen -thefinancial structure

of the program.


Agricultural and Domestic Employees. Workable solutions have been de

veloped for the administrative problems of covering agricultural and 
domestic employees. On the basis of studies made during the past 10 
years, it is administratively feasible to extend coverage to these

groups through the use of a stamp book system. The employer would

place special social insurance stamps in books carried by the worker.

The books would be accepted as evidence of earnings and the employer

would not need to make any other report or keep any special records

for this purpose. The problem of evaluating noncash wages, such as

meals and lodging, could largely be met by use of a schedule of pre

sumed values. It would be advisable to exclude exchange labor, unpaid

family labor, and casual labor. For regular workers on large farms,

where payroll records are already kept, and for situations in which the

employer found it more convenient, the system of payroll. reporting now

used in industry could be used. 

Employees of Nonprofit Institutions. No administrative problems would

be involved in covering nonprofit employees. If religious organizations

desired, clergymen and members of religious orders might continue to be

excluded from coverage. The legislation might also declare that cov

erage of nonprofit employment is not intended to violate the tradi 
tional tax-exempt status of nonprofit organizations.


Federal Civilian Employees. Extension of coverage to civilian employees

of the Federal Government coupled with appropriate adjustment in the

civil-service retirement system, would be of substantial value to most

workers. Workers who shift between Federal employment and employment

covered under old-age and survivors insurance would have continuity of

coverage, and career employees would have more valuable survivorship

protection in the early years of their employment. The rights of an

nuitants and employees under the civil-service retirement system would,

of course, be preserved, and the separate administration and financing

of that system would be continued. Until agreement can be reached on

the necessary adjustments in existing Federal retirement system, Federal

employees who are not protected by any retirement system should be

covered under the Old-Age and Survivors Insurance Program.
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Employees of State and Local Governments. Constitutional difficulties

in the levy of a tax against State governments could be avoided by au

thorizing the Federal Security Administrator to enter into voluntary 
agreements with States for the coverage of their employees. Local 
governmental units could participate in the State agreements. Compul
sory coverage might be provided for some groups of proprietary employees. 

Railroad Workers. While the survivor benefits of the railroad retirement 
program are coordinated with those of old-age and survivors insurance, the 
retirement benefits of the two programs are separate. If old-age and 
survivors insurance were extended to railroad employment, workers who shift 
between employment covered by old-age and survivors insurance and railroad 
employment would have continuity of retirement coverage. As in the case of

governmental employees, no loss of present rights need be involved.


Members of the Armed Forces. Extension of coverage to service in the armed

forces would assure continuity of coverage for individuals who spend only

part of their working lifetime in military service. The survivorship

protection provided career servicemen would be especially valuable to them

after they leave military service. In 194~6 Congress provided free term in

surance protection to Veterans in the event of death during the 3 years

following separation from active service. This provision has ceased to

have effect for most veterans. Rather than extending this provision, all

veterans should be given credit for World War II service as was done under

the railroad retirement and civil service retirement plans.


Self-Employed Persons. A separate statement describes the method for pro

viding old-age and survivors insurance protection for the self-employed.
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ESTIMATED E2PLOY14ENT COVERED BY OLD-AGE 
AN~D SURVIVORS INSURANCE AND EMPLOYI4EBT IN SELECJTED NON
COVERED INDUSTRIES, CALENDAR YEARS, _aL46, 1947 AND 1948. 
Type of Employment 1946 1947 1948 

Employment in millions in an average,-week: 

Civilian labor force....*....... .............. 57.5 60.2 61.4

Unemployed... . .. . .. . .. .... *. .. . .......... *. 2.3 2.1 2.1


Employed, total ............ ............. . 55.2 58.0 59.4


Covered by old-age and survivors insurance... 31.6 34.0 35.3

Not covered by old-age and survivors insurance23.6 24.0 24.0


Agriculture . ...... . . .. ...... . .. .. .. . .. ... . .. 8. 3 8 .2 7 .9 
Hired workers.. ......... .. . .. . .. of .. .. ..... 1.6 1.6 1.7

Farm operators (self-employed) ............. 4.8 5.0 4.7

Unpaid family workers...................... 1.8 1.6 1.6


Nonagricultural self-employed................ 5.6 6.0 6.1


Domestic service .............. .. . ......... 1.6 1.7 1.7


Government .. . .. .. . ... . ..... . ...... ..... 5 .3 5.0 5 .3 
Federal.................................... 2.3 1.9 1.8

State and local. . .. .. . .. ... .. . .. .O ..... O. 3.0 3.1 3.5


Nonprofit and other...... .0................ #. 1.3 1.3 1.4


Source: All data except for Federal government employment obtained from the 
Census; Federal government data obtained from Bureau of Labor Statistics 
employment and payroll monthly reports; State and local government employ
ment obtained by subtracting Federal employment from total governmental 
employment. 
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2. 	 COVERAGE OF THE SELF-EMPLOYED UNDER OLD-AGE, SURVIVORSj, AND PEMANEN 
DISABILITY INSURANCE 

Present Status. The majority of self-employed persons (farmers, small 
businessmen, professional persons) are just as much in need of old-age,

survivors and disability insurance protection as are wage earners. A

number of social insurance programs in foreign countries now cover the

self-employed. Under our present program, many self-employed persons now

pay 	contributions on behalf of their employees who are covered and so are

very conscious of their own exclusion. The owner of a business large enough

to be incorporated acquires protection as an officer of the corporation, b~ut 
the owner of a small unincorporated concern has no similar advantage. More
over, many self-employed persons work at times as wage earners but fail to 
build up and maintain an insured status because their income fromt self-
employment is not credited toward such status. Experience gai~ned in the 
administration of the income-tax law has made it possible to develop adequate

methods of meeting the problems involved in coverage of the self-employed.


Reporting. Contributions and benefits would. be based on income from self-
employment. For both the self-employed person and the Government, the 
simplest way of reporting such income is as part of the income-tax return. 
Social security reporting would be required only from persons whose annual 
gross income is $500 or more (exclusive of income in kind for home use) 
and whose "net income from self-employment" is $200 or more. Consistent 
with the provisions for employees, the maximum annual net income from 
self-employment on which contributions would be payable would be $4,8oo, 
less the amount of any wages received during that year from other covered 
employment. 

Contribution rate. Various suggestions have been made for determining the 
contribution rate for the self-employed. The self-employed could be required 
to pay only the employee rate or the combined employee and employer rate. 
Taking into account the non-deductibility of the self-employed person's 
contribution under the income tax, the inability to exclude all investment 
income from the contribution base., and the likelihood of later retirement, 
a rate of 11~ times the employee rate (excludinJT temporary disability) is 
recommended. If the employee rate is set at _~ percent of payroll, then 
the self-employed rate would be 2-48:percent of his net income. 

Net Income From Self-Employment. Net income from self-employment would be

determined entirely on the basis of two figures already included in the

income-tax return, namely, income from business or profession (schedule C),

and income from partnerships (schedule E).


Retirement Test. One month's benefit would be withheld for each month

during which a beneficiary engaged in any self-employment activities

resulting in net earnings of more than $50.
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3. lIMPROVEM4ENT OF OLD AGE AND SURVIVORS INSURANCE BENEFITS 

1. Increasing the _size of benefits:--Benefit amounts under the formula

adopted in 1939 proved to be inadequate even before the war. Since then

the cost of living and wfage levels have risen sharply. The program

cannot provide the basic security intended without the following major

amnendments;a


Present Law Proposed Revision

1. Formula .. .................40$ of $57 50% of $75~


10% of $200 15% of $325

Increment. 1% 11%


2. Average Wage Lifetime Best 5 years 

3. Minimum benefit $10 $25 
Maximum benefit $85 $150 

4. Maximum wage base $3,000 $4,8o0 

(a) Benefit formula.--The present formula should be revised to permit a

larger replacement of the wages which are lost because of death or

retirement. The 1% increment for each year of coverage should be retained

in order to give higher benefits to persons who contribute longer than

others.


(b) Average monthly wage.--As now computed, the average monthly wage, on

which benefits are based, is often much less than the monthly wage ordin

arily received by the worker. It would more nearly reflect a worker's

actual monthly wages and produce higher benefits to average wages over a

five year period during which employment was fairly regular and the

worker was at his most developed skill and highest wages. This method

would also reflect the rising trend in wages.


(c) Continuation factor. --Workers who have been in covered employment full

time should receive higher benefits than workers who are in such employment

for less than full time. Differentiation in the size of the benefits of

the two groups will be better understood by those affected if it is made

directly instead of through the average monthly wage as under the present

law.


(d) Minimum benefit. --If most noncovered occupations are brought under the

act, the minimum primary benefit should be raised from $10 to $25. With

the proposed changes in benefit structure, few persons in covered employment

would earn a benefit of less than $25.


(e) Maxlimum benefit.--The present ceiling on family benefits should be

increased from $65 to $150. The limitation of 80% of average monthly wage

should be retained but the limitation of twice-the-primary benefit unduly

restricts benefits to survivors and should be eliminated.


(f) Maximum wage base.--The $3,000 limit on wages credited for benefits

should be raised to $4~,800. The $3,000 limitation, established in 1939,
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permitted the inclusion of the total annual'wages of 97 percent of all cov

ered workers. A wage base of $4,800 is needed to include total annual

wages of about the same proportion of all covered workers.


(g) Liberalization of benefits for children.--The payment for the first

child in a family should be raised from 50% to 75% of the primary benefit.


2. Qualifying Conditions:--


(a) Insured status.--rExisting insured status requirements (1 quarter of 
coverage for each 2 elapsed quarters after 1936 or age 21 and before age 
65 or death) would be too severe on newly-covered workers, even if they 
had a few previous quarters of coverage. It would be better to reduce the 
required quarters of coverage to 1 for each 4 instead of I for each 2 
elapsed quarters. 

(b) Qualifying age for women.--In only about one-fifth of the cases can

a wife now become entitled to monthly benefits at the same time her

husband reaches age 65 and is first eligible for his primary benefits,

although both benefits may be needed for their support. This is because

wives are usually younger than their husbands. If the qualifying age

for wives was lowered to 60, both the husband and wife would become eligible

for benefits when he is 65 in about three-fifths of the cases. As a

matter of equity, all women beneficiaries should have the same qualifying

age as wives.


3. Retirement Test:--In view of present wage levels, the limit of $14.99

which may be earned by a beneficiary in covered employment without

suspension of benefits is inadequate. This limit should be increased to

$50.


4. Lump-Sum Death Payment.--Lump sums should be payable on the account of an

insured worker whether or not he has a survivor who is immediately entitled

to benefits. The extra expense at death imposes as great a burden on

those who draw monthly benefits as on those who do not. If primary benefits

are increased, the lump-sum payment could be reduced from six to three

times the primary monthly insurance benefit. 

5. other Changes:--Experience has indicated that a number of existing provi

sions should be clarified or liberalized to correct various defects which

have become apparent in the law.


The various changes and benefits outlined above can be shown in summary

and illustrative form in the following tables:
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ILLUSTRATIONS OF OLD AGE INSURANCE BENEFITS

TO RETIRED PERSONS WHO HAVE BEEN CONTRIBUTING FOR 12 YEARS


Present Law Proposed Legislation 
Single Person 
65 and over 

Couple b5 
and over 

Single Person 
65 and over 

Man 65 and 
over, and 

Average Monthly wife 60 and 
Wage _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ over 

$100 $28.00 $42.00 $46.20 $ 69.30 
200 39.20 58.80 63.00 94.50 
300 4i4.8o 67.20 79.80 119.70 
lWo 44.8o 67.20 96.60 144.90 

-- - -- -- -- --------------- ------------- I----------

ILLU)STRATJIONS OF SURVIVORS INSURA2NCE BENEFITfS TO A 

wiDow AND) TWO CHILDREN, ASSUMING 12 YEA.2R OF INSURANCE COVERA~GE 

Average Monthly Wage Present Law Proposed Legislation 

$100 $119.00 $ 80.0 
200 68.60 126.00 
300 78.110 150.00 
1100 78.140 150.00 
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4. DISABILITY INSURANCE, BENEFITS UNDER OLD-AGE AND SURVIVORS INSURANCE 

Need for Disability Protection


Each day about two million persons recently in the labor force are kept from

working by disability which has lasted less than six months, and two million

or more persons age 114. to 614, who otherwise would be gainfully employed, are

affected with serious disabilities which have continued for more than six

months. While it exists, disability may be economically more disastrous

for workers and their families than unemployment, death, or forced retirement.

The fact that the incidence of disability is reasonably predictable in the

aggregate--although not individually---makes it an insurable risk and one

which, like old age and death, can be effectively met through contributory

social insurance.


Temporary Disability Insurance


Scope--Employees with fairly recent attachment to the labor market who are

di's-abled for seven consecutive days or longer by reason of illness or injury

should receive cash benefits to partially replace their lost earnings. These

temporary disability benefits would be payable if the disabled individual

cannot engage in his usual., most recent or reasonably similar work.


Types and amounts of benefits--The weekly benefit amount is designed to tide

the worker and his family over relatively brief periods of sickness. During

short illnesses, most regular living expenses cannot be deferred or sub

stantially reduced, and benefits ought to be geared, ttnerefore, to the indi

vidual's recent wages and the number of his dependents. For a single indi

vidual, weekly benefits might approximate 50 percent of recent full-time

wages up to a maximum of around $30 a week and, with an additional allowance

for dependents. The maximum for an individual with three or more dependents

should be $45 a week. The payment would continue for a maximum of 26 weeks

of sickness.


Extended Disability Insurance


Scope--Monthly cash benefits should be payable to insured workers who are

afflicted with serious disablements when these have lasted more than six

consecutive months. Such extended disability benefits should be payable only

if the worker is found incapable of engaging in any substantially gainful

work.


To receive benefits, a disabled worker should have extensive, as well as

fairly recent, covered employment. Benefits would, of course, be terminated

if recovery occurred., and beneficiaries would be required to undergo periodic

examinations to determine whether disability still exists.


Types and amounts of benefits- -Benefits should be payable regardless of age,

and the total of benefits payable in any one case should be in relation to the

numiber Cf the disabled worker's dependents. More than half the cases of pro

tracted disability occur at younger ages when the worker has heavy family
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responsibilities and has not had an opportunity to build up savings or

insurance. The disabled worker and his wife and children could receive

monthly benefits computed in the same way as the benefits of an aged, retired

worker and his dependents. It also would seem reasonable that an aged disabled

husband or widower, if he is the dependent of a woman worker, should have the

same type of protection as the dependents of a male worker.


Protection of Insured Status


Under the existing program, a period of prolonged unemployment due to dis

ability may cause the complete loss of a worker's insurance protection. If

benefits for extended disability are added, the worker's insurance protection

for subsequent retirement or death benefits could be maintained during a

period of disability.


Rehabilitation and work--Many persons formerly considered "permanently and

totally" disabled can be rehabilitated to again become self-supporting, pro

ductive workers. Insurance funds should be used to rehabilitate disabled

workers where it appears that they can be returned to employment. If a

disabled person is able in a month to earn more than $50 he ordinarily should

not receive benefits for -that month. While actually engaged in a program of

rehabilitation, however, he should be given special encouragement to try out

his skills and attempt to return to substantially gainful work.


Integrated Administration of Disability Insurance

and Old-Age and Survivors Insurance


Decided operating advantages would arise from the integration of old-age and

survivors insurance with short-term and extended disability insurance. The

existing facilities of the Bureau of Old-Age and Survivors Insurance, includ

ing the wage record system and the field organization, would be available

for the administration of disability benefits. Employers would keep one set

of records; they would prepare a single wage report covering old-age, sur

vivors, and disability insurance. Contributions would go into a single

Trust Fund, thus providing greater flexibility in financing costs. The public

would go to a single field office for all questions on earnings records, for

filing death, retirement and disability claims, and for general information.

Facts established for one type of benefit, such as marriage or age, would be

on record for use in subsequent claims for other types of benefits.


By using the same administrative machinery for short-term and extended disa

bility a single medical case history could be used for both types of benefits.

Overlapping of official medical examinations would be avoided, and the number

of Physicians and administrative personnel required would be kept at a mini

mum. The administration of rehabilitation services also would be facilitated.

The effectiveness of rehabilitation is conditioned to a large degree upon its

being started promptly. Since close contact would be maintained with disabled

individuals while they were receiving short-term disability benefits, an

early determination could be made as to whether and when rehabilitation

should be undertaken.
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5. FINANCING AN~EXPANDED OLD-AGE, SURVIVORS AND

DISABILITY INSURANCE PROGRAM 

Strengthening the Actuarial Basis of the Program. The recommendations 
for changes in coverage would strengthen the actuarial basis of the 
program, both in the immediate future and in the long run. Income from 
contributions would be increased while at the same time the relative

cost of insurance benefits paid to the group of individuals who move

between uninsured and insured employments would be redi;ced.


Long-run Financial Plans Essential. A long-range plan should be developed

to assure ample funds to finance benefit disbursements not only in the

years just ahead but in the more distant future, without necessitating

abrupt changes in premium rates. The contribution rates in the present

law are as follows: 1 percent each for employers and employees during

1949; 1-1/2 percent each in 1950 and 1951; and 2 percent each for 1952

and thereafter.


Division of Costs. With practically complete coverage, an eventual Govern

ment contribution toward financing the program becomes equitable and ap

propriate. Such a contribution would be offset by the reduced Federal

costs for public assistance if coverage is extended and disability benefits

are included. Distribution of the ultimate cost of these benefits among

employers, employees, and the Government should be governed by the degree

to which coverage is extended and the method of financing other types of

social insurance benefits.


Cost of Present Old-Age and Survivors Insurance Program.- If the 1939

estimates of the cost of tfle present law are adjusted to allow only 2 per

cent interest on reserves (the rate which is now used in making estimates)

instead of 3 percent (the rate that was used in making estimates in 1939)

the level premium cost from 1950 on is from about 6 percent to 9 percent of

payrolls and the intermediate figure would be about 7-1/2 percent of pay

roll. The 1939 estimates are now out of date because of the great in

crease in wages and number of workers employed. Present estimates of the

expanded program based upon present wages and level of employment will

also turn out to be too high if wages and employment continue to increase

as they have in the past.


Taking into account the changes that have taken place since 1939, the

latest actuarial estimates indicate that the level premium cost of the

present law is somewhere between 3.3 percent to 5.7 percent of payrolls

or about 4.5 percent if we take an intermediate figure.


Cost of Expanded Old-Age, Survivors, and Extended Disability Insurance

Program. The level premium cost of the expanded program, based substan

tially on present employment and wage levels, is about 5.6 to 9.2 per

cent of payroll, or an intermediate figure of around 7.4- percent. Thus,

the cost of the expanded program is about the same as the level premium 
cost of the 1939 Act based on 1939 assumptions (with the exception of the 
change in interest rate). 
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Our history indicates that the level of income and earnings in the future

will be above that now prevailing. If the cost estimates are amended to

take account of the long-term tendency for wages to increase, the inter

mediate level premium cost of the expanded program would be lowered from

7.4 percent to about 6 percent. 

It is significant to note that the level premium cost of the present railroad 
retirement program is estimated at 13.6 percent of payrolls, utilizing the 
3 percent interest rate specified in the railroad law. For purposes of 
comparability with Old-Age and Survivors Insurance estimates which utilize 
a 2 percent rate the level premium cost of the railroad program would be 
about 15 percent of payrolls. 

Cost of Temporary Disability Insurance. It is estimated that a national

system of temporary disability insurance--providing benefits, after a waiting

period of seven consecutive days, for up to 26 weeks during a benefit year-

is likely to cost about 1 percent of covered payrolls. This amount would be

sufficient to provide benefits averaging with dependents benefits about 50

percent of covered wages. Other specifications of the system assumed in

this cost estimate are that the eligibility requirements include a test of

recent attachmfent to the labor force; that there be adequate safeguard in

claims administration, particularly as regards the requirement for medical

certification of disability; and that temporary disability insurance would

be administered as part of the national system of Old-Age, Survivors, and

Disability Insurance. By using the same wage records and field offices,

administrative costs would be minimized.




STATEMENT OF ARTHUR J. ALTMEYER

Commissioner for Social Security


ON RECOMNENDATIONS TO IMPROVE PROVISIONS OF THE

SOCIAL SECURITY ACT


(H.R. 6ooo) 
Before the Senate Committee on Finance


January 17, 19,50


Fifteen years have elapsed since this Committee first considered the 
enactment of social security legislation for this country. This Committee 
has a right to be proud of the fact that the Social Security Act has been 
successful, in accomplishing one primary objective--the abolition of the 
old-fashioned poor house. Nevertheless., I think we must all agree that the 
Social Security Act has not yet fully achieved its lon~g-range objective 
of preventing destitution through the establishment of a comprehensive system 
of contributory social insurance. It is also unfortunately true that all 
residual need is not being met through the supplementary public assistance 
system. Your Committee recognizing this situation appointed an Advisory 
Council on Social Security in 194.7. I have no doubt your Committee will 
want to give consideration to the thoughtful report this Advisory Council 
has made to you. The Ways and Means Committee of the House of Representatives 
has also given much attention to the question of social security. As you 
know., it spent six months making an exhaustive study of the subject and you 
now have before you H.R. 6000 which is the result of its labors. 

I think the general problem confronting the Congress is well expressed

in the Report of the Ways and Means Committee which I am taking the liberty

of quoting:


"Ten years have elapsed since the last major revision of the Social 
Security Act established the scale of monthly benefits under the old-age 
and survivors insurance system in effect today. During this time, a great 
deal of experience has been built up which now permits us to assess the 
strength and weakness of the social-security system in relation to its 
place in the economy. During this period broad developments have also 
occurred which make it necessary to resurvey the principles and objectives 
of the social-security program as they relate to current economic conditions. 

"The Congress is faced with a vital decision which cannot long be post
poned. Inadequacies in the old-age and survivors insurance program have 
resulted in trends which seriously threaten our economic well-being. The 
assistance program,, instead of being reduced to a secondary position as 
was anticipated., still cares for a much larger number of people than the 
insurance program. Furthermore., the Average payments under assistance 
have more than doubled in amount since 1939 while benefits under insurance 
have scarcely risen at all. There are indications that if the insurance 
program is not strengthened and expanded, the old-age assistance program 
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may develop into a very costly and ill-advised system of' noncontributory

pensions, payable not only to the needy but to all individuals at or above

retirement age who are no longer employed. Moreover, there are increasing

pressures for special pensions for particular groups and particular

hazards. Without an adequate and universally applicable basic social

insurance system, the demands for security by segments of the population

threaten to result in unbalanced,, overlapping, and competing programs.

The financing of such plans may become chaotic, their economic effects

dangerous. There is a pressing need to strengthen the basic system at once

before it is undermined by these forces. Once the basic system is firmly

established, any remaining special needs of particular groups can be

assessed and met in an orderly fashion.


"The time has come to reaffirm the basic principle that a contributory

system of social insurance in which workers share directly in meeting the

cost of the protection afforded is the most satisfactory way of preventing

dependency. A contributory system in which both contributions and benefits

are directly related to the individual's own productive efforts prevents

insecurity while preserving self-reliance and initiative.


"Under social insurance., benefits are computed individually in each

case, on the basis of earnings in covered employment. Because benefits

are related to average earnings and hence reflect the standard of living

which an individual has achievedI ambition and effort are rewarded; since

they are also related to length of service in covered work, individual

productivity is encouraged and the Nation's total production is increased.


"Because benefits under the insurance system are paid as a matter of 
qright following cessation of substantial covered employment., the worker 's 

dignity and independence are preserved. 

"Knowing that any assets and resources he may accumulate will not

disqualify him and his dependents for benefits, the 'Worker is encouraged to

make private savings in order to supplement his social insurance benefits.


"Social insurance has other desirable attributes. Because benefits are

geared to contributions, the pressure for an unwarranted scale of payments

is held at a minimumw. Social insurance has a stabilizing influence on the

economy by maintaining steady flow of purchasing power in adverse times, and

thus helping to protect the Nation from serious economic maladjustment.
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"For these reasons the contributory system of old-age and 
survivors insurance, with benefits related to earnings and paid as 
a matter of right., should continue to be the basic method for 
preventing dependency. Insurance against wage loss due to permanent 
and total disability will round out the protection of the insurance 
system. The assistance program, with payments related to need,, should 
continue to serve the function of filling the gaps left by the social 
insurance program, and for this purpose it should be strengthened and 
improved. The function of assistance is to supplement insurance when 
necessary.- The bill is designed to speed the day when most of the 
aged and of the Nation's dependent families will look to the insurance 
program for protection and when the role of public assistance can be 
drastically curtailed." 

Today there are over 5 million people in the United States 
receiving some form of public assistance. In contrast there are only 
half that numiber receiving old-age and survivors insurance benefits. As 
a Nation we are now spending at the rate of more than $2 billion a year 
for public assistance. But we are paying out only about one-third this 
amount in old-age and survivors insurance benefits. 

The cost to the Federal Treasury this coming fiscal year for

assistance is $1.2 billion. Of this total, over $900 million is for

old-age assistance. Old age assistance costs have increased. In 1937,

total old age assistance costs, Federal, State and local were about

$250,000,000. In 19411, they had climbed to $500,000,000. By 19415,

they had reached $750,,000.,000. By 19118, they exceeded $1,000~,000~,000.

In 19419 they reached a total of $1,300,000,000 and the costs are still

mounting. Expenditures have been increasing this year at a rate of more

than *1 million more each month. Based on the present rate of growth,

old age assistance will exceed an annual rate of expenditure of $1.5 
billion within another year.


In 1935, when this Committee considered the Social Security Act., 
there were 7.8 million persons over 65 years of age. In 1939, when 
the law was amended there were around 8.8 million. Today there are 
about 11.5 million. It is estimated that there will be 141million by 
1960 and nearly 19 million by 1975--just 25 years from now. 

The strong desire which people have for protection against the

economic hazards of life and their dissatisfaction with reliance on

public assistance is shown by the great growth in private retirement

plans and health and welfare plans in the last few years. In the absence

of an adequate public program workers have turned with increasing in

sistence to demand protection from industry. Yet valuable as some private
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plans are for those who are covered by them, they do not offer a satis

factory solution for the major part of the problem of economic security.

By their very nature these plans are reserved for the relatively few who

work for successful and generous employers or who belong to well-organized

trade unions. Even for these few the protection is not completely satis

factory. The amount of the benefits provided and the conditions for the

receipt of benefits vary from one establishment to another, and from one

industry to another. Moreover, the continuation of a private plan depends

on the financial capacity of a particular employer. In our dynamic

economy., where change is the rule, single employers may fail and

industries decline. Then too, these individual employer and industry

plans tend to inhibit desirable mobility of labor and the placement

of older workers. Workers hesitate to take advantage of better jobs,

for under most plans they lose their benefit rights when they leave

their current employer. On the other hand,, an employer is reluctant

to take on an older worker who does not bring his retirement benefit

rights with him, because the employer must then either bear the expense

of providing retirement pay greater than his fair responsibility or bear

the onus of later retiring a worker on an inadequate pension. With the

rapidly increasing number of older persons, we must not further disadvantage

the older person seeking a job. On the contrary, we must search for ways

of increasing employment opportunities for older workers, for only

through their making a contribution to the production of goods and services

can the real economic burden of supporting the aged be reduced. From the

standpoint of the worker,, the employer, and that of the national economy

it would be far better if a major part of protection for most workers

were supplied through the public program so that the protection would

follow the worker from job to job. Therefore,, regardless of how valuable

private pension plans may be in providing supplementary protection., they

cannot take the place of a government plan providing a basic protection to

all workers. H.R. 6000 goes far in the direction of overcoming the

inadequacy of our present Social Security Act. The importance of this

bill cannot be overestimated., for it would make changes essential to the

development of the contributory social insurance program as the main

bulwark against destitution. Therefore, I am taking this bill as the

basis for my testimony before this committee.


Summary of Present Insurance Law 

As the Committee knows., the Federal old-age and survivors insurance 
program is the only part of the Social Security Act which is administered 
wholly by the Federal Government. Employers and employees have each been 
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making contributions of 1 percent of taxable wages from 1937 through 19419. 
On January 1 of this year the contribution rate increased to 1 1/2 percent 
each. Under the original provisions of the Social Security Act, monthly 
benefits would not have been payable until January 1., 19412. The 1939 
amendments, however, advanced that date to January 1., 1940. The 1939 
changes also resulted in an increase in the payment of benefits during the 
early years of the system's operation. Above all,, the amendments added 
dependents' benefits and survivors' benefits so that now., in addition to

the payment of old-age benefits to workers themselves., monthly benefits are

also payable to the aged wife and young children of a living beneficiary and

to the widow, children, and, in some case., the dependent parents of an

insured worker who dies. The face value of these survivors' benefits is now

about $80 billion. Just as contributions are paid on the basis of wages

received., so these benefits are paid on the basis of the past wages of the

insured worker., and thus compensate for a portion of the wage loss sustained

by his retirement or death.


While the present law is admittedly inadequate, nevertheless., I

believe that the Congress has a right to be proud of what has been

accomplished. There were many persons in 1935 who doubted that this

social insurance system could be simply and efficiently administered.

However., at the present time there are over 2.7 million aged persons,

widows and orphans actually receiving monthly benefits, totalling nearly

$600 million a year. 

This Federal old-age and survivors insurance system constitutes the 
largest permanent insurance system in the world. Therefore, unprecedented 
administrative problems have been encountered in putting it into effect. 
However., satisfactory solutions to these problems have been found. The 
total cost of administration at the present time is only 3 percent of 
contributions collected and 8 percent of benefit payments. This percentage 
is declining steadily and there is no question that as the benefit rolls 
increase the cost of administration will decline to less than 3 percent of 
benefit payments. At the present time accounts have been established for 
80 million individual workers who have wage credits. The cost of maintaining: 
these wage records is about 12 cents'per account per year.' 

Therefore, there can no longer be any' doubt as to the practicability

of this Federal old-age and survivors insurance system. However, the years

that have passed have indicated various ways and means In which it could

be improved and have also demonstrated that Its benefits could be extended

to cover substantially all the gainfully employed persons, including the 
self -employed. 
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Following the policies laid down by the Congress and guided by our

experience in administering the program, we have recommended in our annual

reports that the contributory social insurance program be improved and

strengthened along the following lines:


1. 	Extending the coverage of' the old-age and survivors insurance

program to practically all gainfully employed persons,


2. 	Liberalizing the eligibility requirements for those now past

middle age,


3. 	 Raising the level of insurance benefits paid under the program, 
and 

41. Expanding the insurance program to provide protection against

disability as well as old age and death.


H.R. 6000 includes important changes in all of these matters which

I should like to summarize. The major changes would be as follows:


1. Extension of the coverage of the system to include urban self-

employed with the exception of certain professional groups; employees of

State and local governments, under compacts negotiated with the States;

employees (except ministers and members of religious orders) of tax-exempt

nonprofit institutions; regular domestic workers in private homes; certain

Federal civilian employees; American citizens working outside the United

States for American employers; certain "employees" excluded by Public Law 6412,

80th Congress; individuals who served in the armed forces during World War II.,

(wage credits of $160 for each month the individual served); and to individuals

in covered occupations in the Virgin Islands and, when requested by their

legislature, in Puerto Rico.


2. Substantial increase in the amounts of' old-age and survivors 
insurance benefits. The increase is achieved for those individuals who will 
come on the benefit rolls after the effective date of the bill by raising the 
maximum annual wage on which benefits may be based from $3,000 to $3,600; by 
changing the formula for computing benefits to 50 percent of the first $100 
of average monthly wage and 10 percent of the remainder, rather than 410 
percent of the first $50 of average monthly wage and 10 percent of the remainder 
as at present; and by raising the minimum and maximum benefit amounts. For 
individuals now on the benefit rolls, the amount of benefits is increased by 
means of a table which fixes a new dollar benefit amount for every dollar 
amount of present benefits. The average increase in these existing benefits 
would be about 70 percent. 

3. A new method of calculating the average monthly wage on the basis 
of only years in which the individual had substantial covered employment, 
rather than on all years after 1936 (or age 21 if later). This would result 
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in a higher average monthly wage for persons who had some periods out of covered 
employment. The desired differential between their benefits and those paid to 
persons continuously in the system would be made by applying a "continuation 
factor" to the benefit amount, rather than through reduction of the average 
monthly wage, as under present law. 

4i.Reduction in the amount by which benefits would be increased for 
each year in which the individual had a "year of coverage" from the present 
one percent per year to one half of one percent per year. 

5. Reduction in the handicap which newly covered individuals would 
otherwise have in becoming eligible for old-age and survivors insurance benefits 
by allowing an alternative method for becoming "fully insured." Under the 
present law a person newly covered who reaches'age 65 in 1951 can become 
insured in 7' years. Under the alternative method such a person could become 
fully insured in 5 years. 

6. Provisions in the contributory insurance program of benefits for 
persons permanently and totally disabled before age 65, and the preservation 
of their rights to old-age and survivors insurance for persons who cannot 
continue in employment because of such disability. 

H.R. 6000 would go far toward curing the most important defects of the

present program. Therefore, in suggesting several desirable changes in H.R.

6000, we do so not to criticize but to suggest ways in which the objectives

of this bill can be more fully achieved. The most important areas in which

we believe the insurance provisions of H.R. 6000 could be strengthened are

as follows:


1. Coverage Extension


We believe that still broader coverage can and should be provided, 
both because the groups remaining excluded need protection and because

administrative problems which formerly were an obstacle to their coverage have

now been solved. If the social insurance program covered practically all gain

fully employed persons, it would carry a much greater part of the cost of

providing for the aged, the disabled, and the dependent survivors of deceased

breadwinners. This would be particularly significant in agricultural areas

where today, because of the limaited coverage of old-age and survivors insurance, 
these costs must be met largely by public assistance financed from general tax 
funds.




Farm operators are the largest group remaining excluded from coverage

under H.R. 6000. If they were covered, farmers would be able to draw benefits

when they retired, even though they still owned their farms. Their benefits 
would then supply a cash income which, when supplemented by their other 
resources., would provide retired farmers a comfortable living. Such benefits 
would meet a real need since only comparatively few have enough equity in 
their farms and additional savings to finance their own retirement.


The survivor and-disability benefits provided under H.R. 6000 also

would be significant for farm operators. Survivorship protection would be

important because farm families are comparatively large and widows and

children alone can seldom make an adequate living from a farm. The high

incidence of disabilities among farmers creates a particular need for

disability benefits.


Coverage is likewise desirable for agricultural workers. These

workers are among the neediest of our economic groups and lack the protection

of practically all the social legislation applicable to most other workers.

It is now feasible to cover them because appropriate administrative techniques

have been devised.


The only domestic workers covered under the provisions of H.R. 6000

are those employed by the same person on 26 days during a calendar quarter.

Without causing administrative difficulties for housewives or the Government,

this provision could be modified to provide coverage for a much larger number

of domestic workers. Those excluded under H.R.'6000 for whom the Federal

Security Agency recommends coverage are day workers who customarily return to

the same employers from week to week but work for each employer on only one

day a week.


The exclusion of certain professional persons by H.R. 6000 deserves 
further consideration, either to remove the exclusion from the bill or limit 
it to fewer professions. One of the reasons advanced for excluding these 
professional persons was that they do not ordinarily retire as early as wage 
workers. They are, however., subject to disabling sickness or accidents and 
early death. Their protection against these risks under the insurance program,
as-well as the assurance of benefits when they do need or wish to retire, 
would make contributions to the program a worthwhile investment for the group

of professional persons as a whole.


2. The Wage Base


As noted above, the maximum amount of annual wages on which contribu
tions may now be collected and benefits computed is $3,,000. Under the 
provisions of H.R. 6000, this would be raised to $3,600. The Federal 
Security Agency recommends that it be raised to $4i,8oo. 
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For the old-age and survivors insurance benefits to be effective in

replacing wage loss, they should be based, to the greatest possible extent,

on the individual's total earnings from covered employment. In 1939, 97

percent of all workers in employment covered by the law earned less than the

maximunm wage base of $3,000 a year. Since that time, the rise in wages has

been such that, to cover all the wages of even 95 percent of the workers in

the system, a wage base of $14,800 would be required.


The proportion of wages not covered by social insurance is even greater

for regularly employed skilled and semi-skilled workers. These workers

constitute a large proportion of those most aware of the inadequacies of

present social insurance benefits. If the wage base were raised to $14,8o0

higher benefits could be paid to those individuals whose earnings are between

$3,000 and $14,800 than would be possible under either the present law or

H.R. 6000. This increase is essential, in view of the proposed increase in

benefits for those whose wages average'$100. Otherwise, the differential in

benefits between low-paid and high-paid workers will fail to reflect sufficiently

the wages lost when the hazard materializes. Moreover,, raising the wage base

would help reduce thre cost of the program as a percentage of pay roll. This

is because benefits are a much larger proportion of the worker's former

wag,,es at $100 a month level than at $1400 a month, although both the $100

and the $4100 man pay the same percent of their total wages in contributions.


3. Benefit Formula


Under the present law, monthly benefits are calculated by taking 410

percent of the first $5o of average monthly wages and 10 percent of the

remainder. H.R. 6000 amends this provision by providing for 50 percent of

the first $100 of average monthly wages and continuing the 10 percent on the

remainder. In order that the insurance benefits may be made more adequate,,

the 10 percent factor should be increased to 15 percent.


Under H.R. 6000 payments for the three million persons now on the 
benefit rolls will be increased considerably less than will the benefits 
for those who come on the rolls just after the new legislation becomes 
effective. It would be equitable, and would involve fewer administrative 
problems, if the payments for those now on the rolls were increased by a 
method which on the average yielded more nearly the same results as would 
application of the new benefit provisions. 

14.Increase in Benefit Amount for Each Year of Coverage


Under the present law, basic benefits are increased by 1 percent for

each year of coverage. H.R. 6000 reduces the rate of increase to one-half

of 1 percent per year. This Agency believes it most important that this

"increment" be retained at 1 percent.
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The provision of an additional amount of benefit for each year in 
which the individual made contributions on a significant amount of wages 
is essential in order to maintain equity between the short-term and long-
term contributor. The person who has worked and contributed to the system 
for forty years or more should receive more in benefits than the one who 
has contributed only 5 years. Without an "tincrement"~in the benefit 
formula, two men whose monthly wages while working were the same and who 
were in insured employment for the same proportion of their possible time,, 
would receive exactly the same amount of monthly benefits., even though one 
of them had contributed for 5 years and the other for 45 years. 

5. Eligibility Requirements 

One important measure of the success of a contributory program of

social insurance is the extent to which it reduces the need for payments

under the noncontributory public assistance programs. In the long run., the

additional coverage and liberalized benefit amounts provided under H.R. 6000

would achieve this objective to a much greater extent than would the present

law. However, the great mass of older workers newly covered under this

bill could not qualify for old-age benefits until they had contributed for

at least 5 years, and many of them will be unable to work so long. Therefore

we recommend somewhat less restrictive eligibility requirements,

especially for those who were past middle age when the insurance program

began.


6. Provisions for Permanent and Total Disability 

The addition of disability benefits to the old-age and survivors 
insurance program will be an important contribution toward economic security. 
Under the present law insured workers who become permanently and totally

disabled before reaching retirement age receive no benefits and in many

cases lose their insured status before they reach retirement age. There

fore, permanent and total disability benefits will introduce a much needed

element of flexibility in the present retirement concept and obviate the

necessity of reducing the retirement age generally.


The strict qualifying requirements for insured status will limit 
benefits to those whose work record shows both recent and regular attach
ment to the labor force. These strict qualifying requirements,, together 
with strict statutory provisions defining disability and requiring six 
months waiting period,, will keep the cost of disability benefits at a 
moderate level. 

We believe that the provision for permanent total disability could 
be improved in one very important respect., namely: providing dependents 
benefits in the same way that dependents benefits are provided for workers 
who retire. The strict requirements mentioned above would still keep the 
cost of benefits at a moderate level. We would recommend that rather than 
exclude dependents benefits entirely., the top limit to the benefits in a 
single case be made somewhat lower than the top limit of 80% of wage loss 
specified for retirement benefits. 
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We believe that the bill is very sound in making specific provision

for establishing cooperation with rehabilitation agencies since experience

indicates that many persons classified as permanently and totally disabled

can actually be rehabilitated. However, financing the necessary

rehabilitation services should not depend entirely upon the availability of

Federal and State funds from general revenues. Wor1kmen's compensation laws,

for example, have long recognized the desirability of financing rehabilitation

out of worlamen's compensation revenues.


This Committee will naturally want to know what the cost will be, not 
only of H.R. 6000 in its present form, but also of the modifications I have 
Just outlined. Obviously paying higher benefits to more people will result 
in a larger total disbursement of benefits. However., the increase in the 
contribution base and the broadening of coverage results in partly offsetting 
savings when cost is calculated as a percentage of payroll. The estimated 
level premium cost under H.R. 6000 is 6.20% of payroll. The estimated level 
premium cost of H.R. 6000 modified as suggested would be about 7.2%.b If 
the estimated level premium takes into account an increasing wage level 
for the next half century comparable to that which has occurred during the 
past half century, the percentage for H.R. 6000 in its present form would 
be roughly 5.1% and for H.R. 6000 as modified it would be roughly 6.0% of 
payroll. 

Public Assistance to Needy Individuals


The expansion and liberalization of the social insurance system would

reduce the need for public assistance. Yet in the immediate future large

numbers of aged persons, children, and disabled persons will be forced to

rely on assistance because the insurance program has not covered all occupations

from its inception and because it does not cover those who are already retired

or disabled or survivors of those who have already died. Therefore, it is

necessary to strengthen the assistance program to meet the needs of people

during a transitional period before the social insurance program becomes

fully effective. H.R. 6000 makes a number of changes in the public assistance

titles of the Social Security Act which we believe would greatly improve

public assistance. These are as follows:


1. An additional grants-in-aid program would be established by

a new title XIV and thus coverage under the public assistance programs

would be extended to persons who are permanently and totally disabled.
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2. The formula governing the extent of Federal financial

participation in assistance payments made by the States is changed for

Titles I, IV and X, and for the new title XIV. This formula would retain

present maximums on assistance payments but-would increase, over present

provisions, the Federal share of payments. In title IV (relating to aid to

dependent children) the bill would extend Federal financial aid in payments

(up to $27 a month) made by States in meeting the need of a parent or other

relative caring for dependent children.


3. The term "assistance" is redefined in all titles and would include,

in addition to a money payment, payments made directly to persons supplying

medical services to assistance recipients. The maximums on Federal

participation would apply in each individual case to the total of cash

payments and medical payments.


4i. The prohibition in titles I and X against Federal financial

participation in payments made to inmates of public institutions would be

modified to allow such participation to inmates of certain public medical

institutions. This also would apply in the new title XIV. As a corollary,

the requirements would be changed so as to require all States making payments

to inmates of institutions after July 1,, 1953 to establish and maintain

standards for the institutions.


5. The bill would make various changes in the aid to the blind program

directed toward giving greater consideration to the special needs of blind

persons and allowing the States certain options with respect to consideration

of earned income of recipients. Earned income up to $50 a month could be

disregarded by States in determining need and the amount of the assistance

payment in accordance with plans worked out between the State welfare agency

and the State vocational rehabilitation agency. A further change specifies

that the States must establish blindness either by examination by a physician

skilled in the diseases of the eye or an optometrist. The act does not now

specify how blindness is to be established.


6. Several changes are proposed in the plan requirements of the various 
titles. The State plan would have to include a training program for the 
personnel administering the plan. Plan requirements are also inserted which 
would also require that all individuals be given an opportunity to apply for 
and to receive aid promptly if eligible and to obtain a fair hearing if a

claim is not acted on within a reasonable time. In aid to dependent

children, a new plan requirement is proposed requiring the State to report to

the appropriate law enforcement officials all aid to dependent children

cases in which a parent has deserted. Residence requirements which the

States may impose for aid to the blind are reduced, effective July 1, 1951,

to one year. In the totally and permanently disabled program, the residence

requirements may not exceed the period specified in the State aid to the

blind plan.
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7. By changing the definition of the word "State"'in title XI, 
Federal grants for all assistance programs would be made available to 
Puerto Rico and the Virgin Islands, with Federal financial participation 
on approximately the same basis as set forth in the original Social 
Security Act of 1935. 

We believe this bill would greatly improve the present titles of the

Social Security Act relating to public assistance. However, we wish to suggest

certain changes which we believe would make it still more effective. The

important changes which we should like to submit for your consideration are

as follows:


1. We believe that the basis of Federal matching should be revised 
and that consideration should be given to the ability of the States to 
meet their share of the assistance cost. A number of other laws and bills 
utilize as a reasonable test of ability the per capita income of the States 
as measured by the Department of Commerce. We have proposed that States 
whose per capita income is less than the national average should receive 
additional sums of Federal aid in order to help equalize the burden of the 
public assistance program. 

2. Federal aid is now limited to children in homes where there has

been death, incapacity or absence of a parent, thus placing a premium on

family disintegration. We believe that Federal funds should be available to 
enable needy families to stay together and to maintain the integrity of 
family life. This can be done by deleting the clause in section 40.6 of the 
existing law which allows Federal financial participation only where a 
parent is dead, incapacitated, or absent from the home. 

3. The bill extends the assistance program to persons who are totally

and permanently disabled. This extension will encompass only a portion of

the persons in need who cannot qualify under the present three categories such

as the aged who have not yet become 65 years of age. This is to be regretted

since the general assistance programs which must operate without Federal help

are generally quite inadequate in meeting the need of destitute persons.. But

regardless of whether the extension goes beyond disabled persons, we would

suggest that a provision be made for rehabilitation similar to that included

under section 107 of the bill relating to permanent and total disability

insurance benefits.


4I. Although the bill makes provision for Federal participation in 
direct payments for medical care, such participation is limited by the maximum. 
on individual monthly payments. A natural characteristic of illness is that 
It is unlikely to affect all the members of any given group at one time 
but the cost of medical care in a particular month for the persons who are 
affected is likely to be in excess of the individual maximum payment. We 
believe, therefore, it is essential that a modified arrangement be made for 
financing medical care for needy persons. 
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Child Welfare Services 

H.R. 6000 provides for amending title V, part 3 of the Social 
Security Act, by: (1) increasing the annual allotment for child welfare 
services from $3,500,000 to $7,000,000; (2) increasing the flat amount 
available annually to each State from $20,000 to $140,000; and (3)authorizing 
the use of Federal child welfare services funds for "tpaying the cost of 
returning any runaway child who has not attained the age of sixteen to 
his own community in another State in cases in which such return is in the 
interest of the child and the cost thereof cannot otherwise be met." 

Although approximately 2410,000 children are receiving service under 
existing public child welfare programs, there are many children in every 
State in need of this service to whom it is not available. Many children., 
especially runaway children, are still being detained in jails because of 
lack of services and facilities to meet their needs. Babies are being 
placed for adoption through black markets. Other children, sometimes very 
young ones, are sent to training schools for delinquents, even though their 
problems are not sufficiently serious to warrant commitment to an 
institution for delinquents. Many of these children need not have been

removed from their homes at all if the parents and community had been able

to turn to a trained child welfare worker for help in meeting the childt s

problem. This is true., even after taking into account the valuable services

being rendered by private agencies which, of course, should be encouraged

and fully utilized. 

Increased funds would enable the States to provide more adequate

child welfare services to more children. Therefore, it is recommended

that Federal funds for aid to the States for programs of child-welfare

services be increased to $12 million.


The cost to the Federal government of the foregoing modifications 
to H.R. 6000 as it relates to public assistance and child welfare services

is largely dependent upon the Federal matching,: formula which is adopted.

The Ways and Means-Committee Report estimates that the total increased

cost of H.R. 6000 as it relates to public assistance and child welfare services

would be approximately $256 million a year. HoweverI H.R. 6000 includes a.

more expensive Federal matching formula than the formula based on the 
.per capita income of the various-States which we recommended to the 
Cormmittee a year ago. Therefore, if H.R. 6000 is modified to incorporate 
the suggestions we have just made to this Committee, including the Federal 
matching formula which we recommended a year ago, the cost to the Federal 
government would be approximately the same as H.R. 6000. 

Conclusion


I should like to reiterate our belief that H.R. 6000 represents a

long step for-ward in the direction of improving the Social Security Act.

While we have' suggested some changes which we believe would significantly

improve the bill, in no way do we wish to understate its fundamental

excellence.
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4 	 cited as the "Social Security Act Amendments of 1949". 
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1 TITLE I-AMENDMENTS TO TITLE II OF THE 

2 SOCIAL SECURITY ACT 

3 OLD-AGE AND SURVIVORS INSUTRANCE BENEFITS 

4 SEC. 101. (a) Section 202 of the Social Security Act is 

5 amended to read as follows: 
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"OLD-AGE AND STJR.VIVORS INSURANCE BENEFIT PAYMENTS


"Old-Age Insurance Benefits 

"S~c. 202. (a) Every individual who

" (1) is a fully insured individual (as defined in 

section 214 (a) ) , 

" (2) has attained retirement age (as defined in 

section 216 (a) ), and 

" (3) has filed application for old-age insurance 

benefits, 

shall be entitled to an old-age insurance benefit for each 

month, beginning with the first month after 1949 in which 

such individual becomes so entitled to such insurance benefits 

and ending with the month preceding the month in which 

he dies. Such individual's old-a-ge insurance benefit for any 

month shall be equal to his primary insurance amount (as 

defined in section 215 (a) ) for such month. 

"Wife's Insurance Benefits 

"(b) (1) The wife (as defined in section 216 (b) ) of 

an individua~l entitled to old-age insurance benefits, if such 

wife

"(A) has filed application for wife's insurance 

benefits, 

"(B) has attained retirement age or has in her care 
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(individually or jointly with her husband) at the time 

of filing such application a child entitled to a child's 

insurance benefit on the basis of the wages or, self-

employment income of her husband, 

" (C) was living with such individual at the time 

such application was filed, and 

"(ID) is not entitled to old-age insurance* bene

fits, or is entitled to old-age insurance benefits each 

of which is less than one-half of an old-age insurance 

benefit of her husband, 

shall be entitled to a wife's insurance benefit for each 

month, beginning with the first month after 1949 in which 

she becomes so entitled to such insurance benefits and end

ing with the month preceding the first month in which 

any of the following occurs: she dies, her husband 

dies, they are divorced a vinculo matrimonii, no child of her 

husband is entitled to a child's insurance benefit and she has 

not attained retirement age, or she becomes entitled to an 

old-age insurance benefit equal to or exceeding one-half 

of an old-age insurance benefit of her husband. 

"(2) Such wifes insurance benefit for each month shall 

be equal to one-half of the old-age insurance benefit of her 

husband for such month. 

"Child's Insurance Benefits 

"(c) (1) Every child (as defined in section 216 (e)) 
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of an individual entitled to old-age insurance benefits, or 

of an individual who died a fully or currently insured in

dividual -(as defined in section 214) after 1939, if such 

child

" (A) has filed application for child's insurance 

benefits, 

" (B) at the time such application was filed was un

married and had not attained the age of eighteen, and 

" (C) was dependent upon such individual at the 

time such application was filed, or, if such individual 

has died, was dependent upon such individual at the 

time of such individual's death, 

shall be entitled to a child's insurance benefit for each month, 

beginning with the first month after 1949 in which such 

child becomes so entitled to such insurance benefits and 

ending with the month preceding the first month in which 

any of the following occurs: such child dies, marries, is 

adopted (except for adoption by a stepparent, grandparent, 

aunt, or uncle subsequent to the death of such fully or 

currently insured individual) , or attains the age of eighteen. 

" (2) Such child's insurance benefit for each month 

shall, if the individual on the basis of whose wages or self-

employment income the child is entitled to such benefit has 

not died prior to the end of such month, be equal to one-half 

of the old-age insurance benefit of such individual for such 
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I month. Such child's insurance benefit for each month shall, 

2 if such individual has died in or prior to such month, be 

3 equal to three-fourths of the primary insurance amount of 

4 such individual, except that, if there is more than one child 

5 entitled to benefits on the basis of such individual's wages 

6 or self-employment income, each such child's insurance 

71 benefit for such month shall be equal to the sum of (A.) 

8 one-half of the primary insurance amount of such individual, 

9 and (B) one-fourth of such primary insurance amount 

10 divided by the number of such children. 

11 "(3) A child shall be deemed dependent upon his 

:L father or adopting father at the time specified in paragraph 

1L3 (1) (C) unless, at such time, such individual was not 

14 living with or contributing to the support of such child 

15 and

16 "(A) such child is neither the legitimate nor 

17 adopted child of such individual, or 

18 "(B) such child had been adopted by some other 

19 individual, or 

20 "(C) such child was living with and was receiving 

21 more than one-half of his support from his stepfather. 

22 "(4) A child shall be deemed dependent upon his step

23 father at the time specified in paragraph (1) (0) if, at 

24 such time, the child was living with or was receiving at 

25 least oine-half of his support from such stepfather. 
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"(5) A child shall be deemed dependent upon his natu

ral or adopting mother at the time of her death if, at such 

time, she was both a fully and a currently insured individual. 

A child shall also be deemed dependent upon his natural or 

adopting mother, or upon his stepmother, at the time speci

fled in paragraph (1) (C) if, at such time, (A) 

she was living with or contributing to the support of 

such child, -and (B) either (i) such child was neither 

living with nor receiving contributions from his fa~ther or 

adopting father, or (ii) such child was receiving at least 

one-half of his support from her. 

"Widow's Insurance Benefits 

"(d) (1) The widow (as defined in section 216 (c)) 

of an individual who died a fully insured individual after 

1939, if such widow

" (A) has not remarried, 

" (B) has attained retirement age, 

" (C) has filed application for widw's insurance 

benefits or was entitled, after attainment of retirement 

age, to wife's insurance benefits, on the basis of the 

wages or self-employment income of such individual, 

for the month preceding the month in which he died, 

" (D) was living with such individual at the time 

of his death, and 

" (E) is not entitled to old-age insurance benefits, 
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or is entitled to old-age insurance benefits each of which 

is less than three-fourths of the primary insurance 

amount of her deceased husband, 

shall be entitled to a widow's insurance benefit for each 

month, beginning with the first month after 1949 in which 

she becomes so entitled to such insurance benefits and 

ending with the month preceding the first month in which 

any of the following occurs: she remarries, dies, or becomes 

entitled to an old-age insurance benefit equal to or exceed

ing three-fourths of the primary insurance amount of her 

deceased husband. 

"(2) Such widow's insurance benefit for each month 

shall be equal to three-fourths of the primary insurance 

amount of her deceased husband. 

"Mother's Insurance Benefits 

"(e) (1) The widow and every former wife divorced 

(as defined in section 216 (d) ) of an individual who died 

a fully or currently insured individual after 1939, if such 

widow or former wife divorced

"(A) has not remarried, 

"(B) is not entitled to a widow's insurance benefit, 

"(0) is not entitled to old-age insurance benefits, 

or is entitled to old-age insurance benefits each of which 

is less than three-fourths of the primary insurance 

amount of such individual, 
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1 "(D) has ifiled application for mother's insurance 

2 benefits, 

3 " (E) at the time of filing such application has in 

4 her care a child of such individual entitled to a child's 

5 insurance benefit, and 

6 " (F) (i) in the ca~se of a widow, was living 

7 with such individual at the time of his death, or (ii) in 

8 the case of a former wife divorced, was receiving 

9 from such individual (pursuant to agreement or court 

10 order) at least one-half of her support at the time of his 

11 death, and the child referred to in clause (E) is her 

12 son, daughter, or legally adopted child and the benefits 

13 referred to in such clause are payable on the basis of 

14 such individual's wages or sell-employment income, 

15 shall be entitled to a mother's insurance benefit for each 

16 month, beginning with the first month after 1949.in which 

17 she becomes so entitled to such insurance benefits and ending 

1-8 with the month preceding the first month in which 

19 any of the following occurs: no child of such deceased 

20 individual is entitled to. a child's insurance benefit, such 

21 widow or former wife divorced becomes entitled to an old

22 age insurance benefit equal to or exceeding three-fourths of 

23 the primary insurance amount of such deceased individual, 

24: she becomes entitled to a widow's insurance benefit, she 

25 remarries, or she dies. Entitlement to such benefits shall 
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1 also end, in the case of a former wife divorced, with the 

2 month immediately preceding the first month in which no 

3 son, daughter, or legally adopted child of such former wife 

4 divorced is entitled to a child's insurance benefit on the basis 

5 of the wages or self-employment income of such deceased 

6 individual. 

7 "(2) Such mother's insurance bene~fit for each month 

8- shall be equal to three-fourths of the primary insurance 

9 amount of such deceased individual. 

10 "Parent's Insurance Benefits 

11 "(f) (1) Every parent (as defined in this subsection) 

12 of an individual who died a. fully insured individual after 

:13 1939, if such individual did not leave a widow who meets 

14 the conditions in subsection (d) (1) (D) and (E) or 

15 an unmarried child under the age of eighteen deemed 

16 dependent on such individual under subsection (c) (3), 

17 (4) ,or (5) ,and if such parent

18 "(A) has attained retirement age, 

19 "(B) was receiving at least one-half of his support 

20 from such individual at the time of such individual's 

21 death and filed proof of such support within two years of 

22 such date of death, 

23 " (C) has not married since such individual's death, 

24 "(ID) is not entitled to old-age insurance benefits, 

25 or is entitled to old-age insurance benefits each of which 
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1 is less than three-fourths of the primary insurance 

2 amount of such deceased individual, and 

3 " (E) has filed application for parent's insurance 

4 benefits, 

5 shall be entitled to a parent's insurance benefit for each 

6 month, beginning with the first month after 1949 in which 

7 such parent becomes so entitled to such parent's insurance 

8 benefits and ending with the- month preceding the first 

9 month in which any of the following occurs: such 

10 parent dies, marries, or becomes entitled to an old-age in

11surance benefit equal to or exceeding three-fourths of the 

12 primary insurance amount of such deceased individual. 

13 " (2) Such parent's insurance benefit for each month 

14 shall be equal to three-fourths of the primary insurance 

15 amount of such deceased individual. 

16 " (3) As used in this subsection, the term 'parent' 

17 means the mother or father of an individual, a stepparent of 

18 an individual by a marriage contracted before such individual 

19 attained the age of sixteen, or an adopting parent by whom 

20 an individual was adopted before he attained the age of 

21 sixteen. 

22 "Lump-Sum Death Payments 

23 "(g) Upon the death, after 1949, of an individual who 

24 died a fully or currently insured individual leaving no sur

25 viving widow, child, or parent who would, on filing applica
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1 tion in the month in which such individual died, be entitled 

2 to a benefit for such month under subsection (c) , (d) , (e) , 

3 or (f) of this section, an amount equal to three times such 

4 individual's primary insurance amount shall be paid in a 

5 lump sum to the person, if any, determined by the Adminis

6 trator to be the widow or widower of the deceased and to 

7 have been living 'with the deceased at the time of death. If 

8 there is no such person, or if such person dies before receiving 

9 payment, then such amount shall be paid to any person or 

10 persons, equitably entitled thereto, to the extent and in the 

11 proportions that he or they shall have paid the expenses 

12of burial of such insured individual. No payment shall be 

13 made to any person under this subsection unless application 

14 theref or. shall have been filed, by or on behalf of any such 

15 person (whether or not legally competent), prior to the 

16 expiration of two years after the date of death of such insured 

17 individual. 

18 "Application for Monthly Insurance Benefits 

19 "(h) (1) An individual who would have been entitled 

20 to a benefit under subsection (a), (b), (c), (d), (e), or 

21 (f) for any month after 1949 had he filed application 

22 therefor prior to the end of such month shall be entitled to 

23 such benefit for such month if he ifiles application therefor 

24prior to the end of the sixth month immediately succeeding 
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such month. Any benefit for a month prior to the month in 

which application is filed shall be reduced, to any extent 

that may be necessary, so that it will not render erroneous 

any benefit which, before the filing of such application, the 

Administrator has certified for payment for such prior month. 

" (2) No application for any benefit under this section 

for any month after 1949 which is filed prior to three months 

before the first month for which the applicant becomes en

titled to such benefit shall be accepted as an application for 

the purposes of this section; and any application filed within 

such three months' period shall be deemed to have been 

fied in such first month. 

"Simultaneous Entitlement to Benefits 

"(i) (1) Any individual who is entitled for any month 

to more than one monthly insurance benefit (other than an 

old-age insurance benefit) under this title shall be entitled 

to only one such monthly benefit for such month, such ben

efit to be the largest of the monthly benefits to which he 

(but for this paragraph) would otherwise be entitled for 

such month. 

" (2) If an individual is entitled to an old-age in

surance benefit for any month and to any other monthly 

insurance benefit for such month, such other insurance ben-

HI. R. 6297-2 
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efit for such month shall be reduced (after any reduction 

under section 203 (a) ) by an amount equal to such old-

age insurance benefit. 

"Entitlement to Survivor Benefits Under Railroad 

Retirement Act 

"(j) If any person would be entitled, upon filing appli

cation therefor, to an annuity under section 5 of the Rail

road Retirement Act of 1937, or to a lump-sum payment 

under subsection (f) (1) of such section, with respect to 

the death of an employee (as defined in such Act) , no 

lump-sum death payment, and no monthly benefit for the 

month in which such employee died or for any month there

after, shall be paid under this section to any person on the 

basis of the wages or self-employment income of such 

employee." 

(b) (1) Except as provided in paragraph (3,the 

amendment made by subsection (a) of this section shall 

ta-ke effect January 1, 1950. 

(2) Section 205 (in) of the Social Security Act is re

pealed effective with respect to mionthly benefits under 

section 202 of the Social Security Act, as amended by this 

Act, for months after 1949. 

(3) Section 202 (h) (2) of the Social Security Act, as 
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amended by this Act, shall take effect October 1, 1949.' 

(c) (1) Any individual entitled to primary insurance 

benefits on widow's current insurance benefits under section 

202 of the Social Security Act as in effect. prior to its 

amendment by this Act who would, but for the enactment 

of this Act, be entitled to such benefits for January 1950 

shall be deemed to be entitled to old-age insurance bene

fits or mother's insurance benefits (as the case may be) 

under section 202 of the Social Security Act, as amended 

by this Act, as though such individual became entitled to 

such benefits in January 1950, the primary insurance amount 

on which such benefits are based to be determined as pro

vided in section 109 of this Act. 

(2) Any individual entitled to any other monthly in

surance benefits under section 202 of the Social Security 

Act as in effect prior to its amendment by this Act who 

would, but for the enactment of this Act, be entitled to such 

benefits for January 1950 shall be deemed to be entitled 

to such benefits under section 202 of the Social Security Act, 

as amended by this Act, as though such individual became 

entitled to such benefits in January 1950, the primary 

insurance amount on which such benefits are based to be 

determined as provided in section 109 of this Act. 

(3) Any individual who ifiles application after 1949 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

20


for monthly benefits under any subsection of section 202 

of the Social Security Act who would, but for the enact

ment of this Act, be entitled to benefits under such subsection 

(as in effect prior to such enactment) for any month prior 

to 1950 shall be deemed entitled to such benefits for such 

month prior to 1950 to the same extent and in the same 

amounts as though this Act had not been enacted. 

(d) In the case of any parent of an 'individual who

(1) died after June 1947 but prior to 1950, 

(2) was not a fully insured individual under the 

provisions of section 209 (g) of the Social Security 

Act as in effect at the time of his death, and 

(3) 'who is insured under the provisions of section 

214 (a) of such Act, as amended by this Act, 

such parent shall be deemed to have met the requirement, 

in section 202 (f) (1) (B) of such Act as so amended, 

of filing proof of support within two years of the date of 

such individual's death if such proof is filed prior to 1952. 

(e) Lump-sum. death payments shall be made in the 

case of individuals who died prior to 1950 as though this 

Act had not been enacted; except that in the case of any 

individual who died outside the forty-eight States and the 

District of Columbia after December 6, 1941, and prior 
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1 to August 10, 1946, the last sentence of section 202 (g) 

2 of the Social Security Act shall not be applicable if appli

3 cation for a lump-sum death payment is filed prior to 1952. 

4 MAXIMUM BENEFITS 

5 SEC. 102. (a) So much of section 203 of' the Social 

6 Security Act as precedes subsection (d) is amended to read 

7 as follows: 

8 "cREDUCTION OF INSURANCE BENEFITS 

9 "Maximum Benefits 

10 "SEc. 203. (a) Whenever the total of monthly benefits 

-11 to which individuals are -entitled under section 202 for a 

12 month on the basis of the wages or self-employment income 

13 of an individual exceeds $150, or exceeds 80 per centum 

14 of his average monthly wage (as defined in section 215 

15 (c) ), such total of benefits shall, after any deductions 

16 under this section, be reduced to $150 or to 80 per centum 

17 of his average monthly wage, whichever is the lesser. 

18 Whenever a reduction is made under this subsection, each 

19 benefit, except the old-age insurance benefit, shall be pro

20 portionately decreased." 

21 (b) The amendment made by subsection (a) of this 

22 section shall be applicable with respect to benefits for months 

23 after 1949. 
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DEDUCTIONS FROM BEANEFITS 

SEC. 103. (a) Subsections (d) , (e), (f), (g), and 

(h) of section 203 of the Social Security Act are amended 

to read as follows: 

"Deductions on Account of Work or Failure to HEav'e Child 

inCare 

".(b) Deductions, in such amounts and at such time or 

times as the Administrator shall determine, shall be made 

from any payment or payments under this title to which an 

individual is entitled, until the total of such deductions equals 

such individual's benefit or benefits under section .202 for 

any month after 1949

"(1) in which such individual is under the age 

of seventy-five and in which he rendered services for 

wages (as determined under section 209 without regard 

to subsection (a) thereof) of more than $50; or 

"(2) in which such individual is under the age of 

seventy-five and for which month he is charged, under 

the provisions of subsection (e) of this section, with net 

earnings from -self-employment of more than $50; or 

"(3) in. which such individual, if a wife under re

tirement age entitled to a wife's insurance. benrefit, did 

not have in her care (individually or jointly with her 
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husband) a child -of her husband entitled to a child's 

insurance benefit; or 

" (4) in which such individual, if a widow entitled 

to a mother's insurance benefit, did not have in her care 

a child of her deceased husband entitled to a child's 

insurance benefits; or 

"(5) in which such individual, if a former wife 

divorced entitled to a mother's insurance benefit, did 

not have in her care a child, of her deceased former 

husband, who (A) is her son, daughter, or legally 

adopted child and (B) is entitled to a child's insurance 

benefit with respect to the wages or self-employment 

income of her deceased former husband. 

"Deductions 	 From Dependents' Benefits Because of Work 

by Old-Age Insurance Beneficiary 

"(c) Deductions shall be made from any wife's or child's 

insurance benefit to which a wife or child is entitled, until 

the total of such deductions equals such wife's or child's in

surance benefit or benefits under section 202 for any month 

after 1949

" (1) in which the individual, on the basis of whose 

wages or sell-employment income such benefit was pay

able, is under the age of seventy-five and in which he 
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1 rendered services for wages (as determined under section 

2 209 without regard to subsection (a) thereof) of more 

3 than $50; or 

4 " (2) in which the individual referred to in para

5 graph (1) is under the age of seventy-five and for 

6 which month he is charged, under the provisions of 

7 subsection (e) of this section, with net earnings from 

8 self-employment, of more than $50. 

9 "Occurrence of More Than One Event 

10 "t(d) If more than one event specified in subsections 

1 -(b) and (c) occurs in any one month which would occasion 

12 deductions equal to a benefit for such month, only an amount 

13 equal to such benefit shall be deducted. The charging of 

14 net earnings from self-employment to any month shall be 

15 treated as an event occurring in the month to which such 

16 not earnings are charged. 

17 "Months to Which Net Earnings Are Charged 

18 "(e) For the purposes of subsections (b) and (c) -

19 "(1) If an individual's net earnings from self

20 employment for his taxable year are not more than 

21 the product of $50 times the number of months in such 

22 year, no month in such year shall be charged with more 

23 than $50 of net earnings from self-employment. 



25,


1 "(2) If an individual's net earnings from self

2 employment for his taxable year are more than the prod

3 uct of $50 times the number of months in such year, each 

4 month of such year shall be charged with $50 of net 

5 earnings from self-employment, and the amount of such 

6 net earnings in excess of such product shall be 

7 further charged to months as follows: The first $50 

8 of such excess shall be charged to the last month 

9 of such taxable year, and the balance, if any, of 

10 such excess shall be charged at the rate of $50 

II per month to each preceding month in such year 

12 until all of such balance has been applied, except that 

:13 no part of such excess shall be charged to any month 

14 (A) for which such individual was not entitled to a 

15 benefit under this title, (B) in which an event de

16 scribed inparagraph (1), (3), (4), or (5)of sub

17 section (b) occurred, (C) in which such individual was 

18 age seventy-five or over, or (D) in which such 

19 individual did not engage in self-employment. 

20 " (3) (A) As used in paragraph (2), the term 

21 'last month of such taxable year' means the latest month 

22 in such year to which the charging of the excess de

23 scribed in such paragraph is not prohibited by the appli
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cation of clauses (A), (B) , (C) , and (ID) thereof. 

"c(B) For the purposes of -clause (ID) of paragraph 

(2), an individual will be presumed, with respect to any 

month, to have been engaged in self-employment in 

such month until it is shown to the satisfaction of the 

Administrator that such individual rendered no sub

stantial services in such month with respect to any 

trade or business the net income or loss of which is 

includible in computing his net earnings from self-

employment for any taxable year. The Administrator 

shall by regulations prescribe the methods and criteria 

for determining whether or not an individual has 

rendered substantial services with respect to any trade 

or business. 

"Penalty for Failure To Report Certain Events 

"(f) Any individual in receipt of benefits subject to 

deduction under subsection (b) or (c) (or who is in 

receipt of such benefits on behalf of another individual), 

because of the occurrence of an event specified therein (other 

than an event described in subsection (b) (2) or (c) (2) ), 

shall report such occurrence to the Administrator prior 

to the receipt and acceptance of an insurance benefit for 

the second month following the month in which such event 
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occurred. Any such individual having knowledge thereof, 

who fails to report any such occurrence, shall suffer an 

additional deduction equal to that imposed under subsection 

(b) or (c), except that the first additional deduction lin

posed by this subsection in the case of any individual shall 

not, exceed an amount equal to one month's benefit even 

though the failure to report is with respect to more than 

one month. 

"Report to Administrator of Net Earnings From 

Self-Employment 

"(g) (1) If an individual is entitled to any monthly in

surance benefit under section 202 during any taxable year in 

which he has net earnings from self-employment in excess 

of the product of $50 times the number of months 

in such year, such individual (or the individual who 

is in receipt of such benefit on his behalf) shall 

make a report to the Administrator of his net earn

ings from self-employment for such taxable year. Such 

report shall be made on or before the fifteenth day of the 

third month following the close of such year, and shall contain 

such information and be made in such manner as the Admin

istrator may by regulations prescribe. Such report need not 

be made for any taxable year beginning with or after the 
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month in which such individual attained the age of seventy-

five. 

" (2) If an individual fails to make a report required 

under paragraph (1), within the time prescribed therein, 

of his net earnings from self-employment for any taxable 

year and any deduction is imposed under subsection (b) (2) 

by reason of such net earnings

" (A) 'such individual shall suffer one additional 

deduction in an amount equal to his benefit or benefits 

for the last month in such taxable year for which he 

was entitled to a benefit under section 202; and 

"(B) if the failure to make such report continues 

after the close of the fourth calendar month following the 

close of such taxable year, such individual shall suffer 

an additional deduction in the same amount for each 

month or fraction thereof during which such failure 

continues after such fourth month; 

except that the number of the additional deductions required 

by this paragraph shall not exceed the number of months in 

such taxable year for which such individual received and 

accepted insurance benefits under section 202 and for which 

deductions are imposed under subsection (b) (2) by 

reason of such net earnings from self-employment. If 
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more than one additional deduction would be imposed under 

this paragraph with respect to a failure by an individual 

to file a report required by paragraph (1) and such failure 

is the first for which any additional deduction is imposed 

under this paragraph, only one additional deduction shall 

be imposed with respect to such first failure. 

"(3) If the Administrator determines, on the basis of 

information obtained by or submitted to him, that it may 

reasonably be expected that an individual entitled to bene

fits under section 202 for any taxable year will suffer deduc

tions imposed under subsection (b) (2) by reason of his 

net earnings from self-employment for such year, the 

Administrator may, before the close of such taxable 

year, suspend the payment for each month in such year 

(or for only such months as the Admiinistrator may specify) 

of the benefits payable on the basis of such individual's 

wages and self-employment income; and such suspension 

shall remain in effect with respect to the benefits for any 

month until the Administrator has determined whether or not 

any deduction is imposed for such month under subsection 

(b) . The Administrator is authorized, before the close of the 

taxable year of an individual entitled to benefits during such 

year, to request of such individual that he make, at such 
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1L time or times as the Administrator may specify, a declaration 

2 of his estimated net earnings from self-employment for the 

3 taxable year and that he furnish to the Adminis trator such 

4 other information with respect to such net earnings as the 

5Administrator may specify. A failure by such individual 

6 to comply with any such request shall in itself constitute 

'7 justification for a determination under this paragraph that it 

8 may reasonably be expected that the individual will suffer 

9 deductions imposed under subsection _(b) (2) by reason of 

10 his net earnings from self-employment for such year. 

11 "Deductions With Respect to Certain Lump Sum Payments 

12 " (h) Deductions shall also be made from any old-age 

13 insurance benefit to which an "individualis entitled, or from 

:14 any other insurance benefit payable on the basis of such 

15 individual's wages or self-employmenat income, until such 

16 deductions total the amount of -any lump sum paid to such 

17 individual under section 204 of the Social Security Act in 

18 force prior to the date of enactment of the Social Security 

19 Act Amendments of 1939. 

20 "Attainment of Age Seventy-five 

21 "(i) For the purposes of this section, an individual 

22 shall be considered as seventy-five years of age during the 

23 entire month in which he attains such age." 
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(b) The amendments made by this section shall take 

effect January 1, 1950. 

DEFINITIONS 

SEC. 104. (a) Title II of the Social Security Act is 

amended by striking out section 209 and inserting in lieu 

thereof the following: 

" DEFINITION OF WAGES 

"SEC. 209. For the purposes of this title, the term 

'wages' means remuneration paid prior to 1950 which was 

wages for the purposes of this title under the law applicable 

to the payment of such remuneration, and remuneration paid 

after 1949 for employment, including the cash value of all 

remuneration paid in any medium other than cash; except 

that, in the case of remuneration paid after 1949, such term 

shall not include

"(a) That part of the remuneration which, after 

remuneration (other than remuneration referred to in the 

succeeding subsections of this section) equal to $3,000 

with respect to employment has been paid to an indi

vidual by an employer during any calendar year, is 

paid to such individual by such employer during such 

calendar year. If an employer during any calendar 

year acquires substantially all the property used in a 

trade or business of another person (hereinafter referred 

to as a predecessor) , or used in a separate unit of a 
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trade or business of a predecessor, and immediately 

after the acquisition employs in his trade or business an 

individual who immediately prior to the acquisition was 

employed in the trade or business of such predecessor, 

then, for the purpose of determining whether such 

employer has paid remuneration (other than remu

neration referred to in the succeeding subsections of this 

section) with respect to employment equal to $3,000 

to such individual during such calendar year, any re

muneration with respect to employment paid (or con

sidered under this subsection as having been paid) to 

such individual by such predecessor -during such calendar 

year and prior to such acquisition shall be considered 

as having been paid by such employer; 

" (b) The amount of any payment made to, or on 

behalf of, an employee under a plan or system estab

]ished by an employer which makes provision for his 

employees generally or for a class or classes of his 

employees (including any amount paid by an employer 

for insurance or annuities, or into a fund, to provide 

for any such payment) , on account of (1) retirement, 

or (2) sickness or accident disability, or (3) medical 

or hospitalization expenses in connection with sickness 

or accident disability, or (4) death; 

"(c) Any payment made to an employee (includ
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-1 ing any amount paid by an employer for insurance or 

2 annuities, or into a fund, to provide for any such pay

3 ment) on account of retirement; 

4 " (d) Any payment on account of sickness or 

5 accident disability, or medical or hospitalization ex

6 penses, in connection with sickness or accident disability, 

7 made by an employer to, or on behalf of, an employee 

8 after the expiration of six calendar months following 

9 the last calendar month in which the employee worked 

10 for such employer; 

11 " (e) Any payment made to, or on behalf of, an 

12 employee (1) from or to a trust exempt from tax 

13 under section 165 (a) of the Internal Revenue Code 

14 at the time of such payment unless such payment is 

15 made to an employee of the trust as remuneration for 

16 services rendered as such employee and not as a bene

17 ficiary of the trust, or (2) under or to an annuity plan 

18 which, at the time of such payment, meets the require

19 ments of section 165 (a) (3), (4), (5), and (6) 

20 of such code; 

21 " (f) The payment by an employer (without de

22 duction from the remuneration of the employee) (1) 

23- of the tax imposed upon an employee under section 

24 1400 of the Internal Revenue Code, or (2) of any 

]EL R. 6297-3 
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1 payment required from an employee under a State 

2 unemployment compensation law; 

3 "(g) Remuneration paid in any) medium other than 

4 cash to an employee for service not in the course of 

5 the employer's trade or business (including domestic 

6 service in a private home of the employer) ; or 

'7 "(h) Any payment (other than vacation or sick 

S pay) made to an employee after the month in which 

9 he attains retirement agoe (as defined in section 216 

10 (a) )if he (lid not work for the employer in the period 

11 for whch such payment is made. 

12 Tips and other cash remuneration customarily received by 

13 an employee in the course of his employment from persons 

1-4 other than the person employing him shall, for the purposes 

1-5 of this title, be considered as remuneration paid to him by 

16 his employer; except that, in the case of tips, only so much 

17 of the amount thereof received during, any calendar quarter 

isas the employee, before the expiration of ten days after the 

19 close of such quiarter, reports in writing to his employer 

20 as having been received by him in such quarter shall be 

21 considered as reniunera~tioii paid by his employer, and the 

22 amount so reported 'Shall be -considered as having been paid 

23 to him by his employer on the date on which such report 

24 is made to the employer. 
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1 "4DEFINITION OF EMPLOYMENT 

2 "SEC. 210. For the purposes of this title

3 "Employmient 

4 "(a) The term 'employment' means any service per.

5 formed after 1936 and prior to 1950 which was employ

6 ment for the purposes of this title uinder the law applicable 

7 to the period in which such service was performed, and any 

8 service of whatever nature performed after 1949 either 

9 (A) by an employee for the person employing him, irrespec

10 tive of the citizenship or residence of either, (i) within the 

1-1 United States, or (ii) on or in connection with an American 

12 vessel or Aneiecan aircraft uinder a contract of service which 

13 is entered into within the United States or during the per

14 formaice of which the vessel or aircraft toadies at a port in 

15 the United States, if the employee is employed on and in con

16 nection with such vessel or aircraft when outside the United 

17 States, or (B) outside the United States by a. citizen of the 

18 United States as an employee for an American employer 

19 (as defined in subsection (e) ; except that, in the case of 

20 service performed after 1949, such termn shall not include

21 "1 Agricultural labor (as defined in subseo-

22 ~tion (f)) 

23 ~ " (2) (A) Service not in the course of the emn

24 ployer's trade or business (including domestic servie., 
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in a private home of the employer) performed oni a 

farm operated for profit; 

"(B) Domestic service performed in a local college 

club, or local -chapter of a college fraternity or sorority, 

by a student who is enrolled and is regularly attending 

classes at a school, college, or university; 

"(3) Service not in the course of the employer's 

trade or business performed in any calendar quarter by 

an employee, unless the cash remuneration paid for such 

service is $25 or more and such service is performed 

by an individual who is regularly employed by such 

employer to perform such service. For the purposes of 

this paragraph, an individual shall be deemed to be 

regularly employed by an employer during a calendar 

quarter only if (A) such individual performs for such 

employer service not in the course of the employer's 

trade or business during some portion of at least six 

days during such quarter, each day being in a 

different calendar week, or (B) such individual 

was regularly employed (as determined under clause 

(A) ) by such employer in the performance of such 

service during the preceding calendar quarter. As used 

in this paragraph, the term 'service not in the course 

of the employer's trade or business' includes domestic 

service in a private home of the employer; 
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1 (4) Service performed by an individual in the 

2 employ of his son, daughter, or spouse, and service 

3 performed by a child under the age of twenty-one in 

4 the employ of his father or mother; 

5 "(5) Service performed by an individual on or 

6 in connection with a vessel not an American vessel, 

7 or on or in connection with an aircraft not an American 

8 aircraft, if the individual is employed on and in connec

9 tion with such vessel or aircraft when outside the United 

10 States; 

11 "(6) Service performed in the employ of any in

12 strumentality of the United States, if such instrumentality 

13 is exempt from the tax imposed by section 1410 of the 

14 Internal Revenue Code by virtue of any provision of 

15 law which specifically refers to such section in granting' 

16 such exemption; 

17 " (7) Service performed in the employ of the 

18 United States, or in the employ of any instrumentality 

19 of the United States which is partly or wholly owned 

20 by the United States', but only if (i) such service is 

21 covered by a retirement system, established by a law' 

22 of the United States, for employees of the United States 

23 or of such instrumentality, or (ii) such service is 

24 performed
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1 " (A) by the President or Vice President of 

2 the United States or by a Member, Delegate, or 

3 Resident Commissioner, of or to the Congress; 

4 "(B) in' the legislative br-anch; 

5 "(C) in the field service of the Post Office 

6 Department; 

7 " (D) in or under the Bureau of the Census 

8 of the Department of Commerce by temporary em

9 ployees employed for the taking of any census; 

10 " (E) by any emnployee who is excluded by 

11 Executive order from the operation of the Civil 

12 Service Retirement Act of 1930 because he is paid 

13 on a- contract or fee basis; 

14 " (F) by any employee receiving nominal com

15 pensation of $12 or less per annum; 

1.6 " (G) in a hospital, hom-e, or other institution 

17 of the United States by a patient or inmate thereof; 

-18 "(H) by any employee who is excluded by 

19 -Executive oirder from the. operation of the Civil 

20 Service Retirement Act of 1930 because he is serv

21 ing under a temporary appointment pending final 

22 determination of eligibility for permanent or mn

23 definite appointment; 

24 " (I) by any consular agent appointed under 
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1 authority of section 551 of the Foreign Service Act 

2 of 1946 (22 U.S. C., sec. 951) 

3 " (J) by any employee included under section 

4 2 of the Act of August 4, 1947 (relating to certain 

5 interns, student nurses, and other student employees 

6 of hospitals of the Federal Government; 5 U. S. C., 

7 sec. 1052) 

8 "(K) in the employ of the Tennessee Valley 

9 Authority in a position which is covered by a 

10 retirement system established by such Authority; 

11 "(L) by any employee serving on a tempo

12 rary basis in case of fire, storm, earthquake, flood, 

13 or other emergency; or 

14 "(M) by any employee who is employed under 

15 a Federal relief program to relieve him from un

16 employment; 

17 "(8) (A) Service (other than service included 

18 under an agreement under section 218 and other than 

19 service to which subparagraph (B) of this paragraph 

20 is applicable) performed in the employ of a State, or 

21 any political subdivision thereof, or any instrumentality 

22 of any one or more of the foregoing which is wholly 

23 owned by one or more States or political subdivisions; 

24 " (B) Service (other than service included under 

25 an agreement under section 218) performed in the em
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ploy of any political subdivision of a State in connection 

with the operation of any public transportation system 

unless such service is performed by an employee who

"(i) became an employee of such political sub

division in connection with and at the time of its 

acquisition-after 1936 of such transportation system 

or any part thereof; and 

"(ii prior to such acquistion rendered services 

in employment (as an employee of a person other 

than one designated in subparagraph (A) of this 

paragraph) in connection with the operation of 

such transportation system or part thereof. 

In the case of an employee described in clauses (i) and 

(ii) who became such an employee in connection with 

an acquisition made prior to 1950, this subparagraph 

shall not be applicable with respect to such employee 

if the political subdivision employing him files with 

the Commissioner of the Internal Revenue prior to 

January 1, 1950, a statement that it does not favor' 

th-e inclusion under this subparagraph of any individual 

who became an employee in connection with such acqui

sitions made prior to 1950. For the purposes of this 

subparagraph the term 'political subdivision' includes 

an instrumentality of one or more political subdivisions 

of a State; 
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"(9) Service performed by a duly ordained, comn

missioned, or licensed minister of a church in the exer

cise of his ministry or by a member of a religious order 

in the exercise of duties required by such order; 

" (10) Service performed by an individual as an 

employee or employee representative as defined in sec

tion 1532 of the Internal Revenue Code; 

" (11) (A) Service performed in any calendar 

quarter in the employ of any organization exempt from 

income tax under section 101 of the Internal Revenue 

Code, if the remuneration for such service is less than 

$1 00; 

" (B) Service performned in the employ of a school, 

college, or university if such service is performed by a 

student who is enrolled and is regularly attending classes 

at such school, college, or university; 

" (12) Service performed in the employ of a foreign 

government (including service as a consular or other 

officer or employee or a nondiplomatic representative) 

"~(13) Service performed in the employ of an instru

mentality wholly owned by a foreign government

" (A) If the service is of a character similar to 

that performed in foreign countries by employees of 

the United States Government or of an instrumen

tality thereof; and 
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1 "(B) If -the Secretary of State shall certify to 

2 the Secretary of the Treasury that the foreign gov

3 ermeinet, with respect to whose instrumentality and 

4 employees thereof exemption is claimed, grants an 

5 equivalent exemption with respect to similar service 

6 performned in the foreign country by employees of 

7 the United States Government and of instrumentali

8 ties thereof; 

9 " (14) Service performed as a student nurse in the 

10 employ of a hospital or a nurses'. training school by an 

11 individual who is enrolled and is regularly attending 

12 classes in a nurses' training school chartered or approved 

13 pursuant to State law; and service performed as an 

14 interne in the employ of a hospital by an individual who 

15 has completed a four years' course in a medical school 

16 chartered or approved pursuant to State law; 

17 " (15) Service performed by an individual in (or 

-1.8 as an officer or member of the crew of a vessel while 

1-9 it is engaged in) the catching, ta~king, harvesting, cul

20 tivating, or farming of any kind of fish, shellfish, crus

2)1 tacea, sponges, seaweeds, or other aquatic forms of 

22 animal and vegetable 'life (including service performed 
byaysc niidC sa riar niett' 

byan schinivdul s n r Inr iniett en 

24 such activity), except (A) service performed. in con
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nection with the catching or taking of salmon or halibut, 

for commercial purposes, and (B) service performed 

on or in connection with a vessel of more than ten net 

tons (determined in the manmier provided for deter

mining the register tonnage of merchant vessels under 

the laws of the United States) 

" (16) (A) Service performed by an individual 

under the age of eighteen in the delivery or distribution 

of newspapers or shopping news, not including delivery 

or distribution to any point for subsequent delivery or 

distribution; 

" (B) Service performed by an individual in, and 

at the time of, the sale of newspapers or magazines to 

ultimate consumers, uinder an arrangement under which 

the newspapers or magazines are to be sold by him at 

a fixed puice, his compensation being based on the reten

tion of the excess of such price over the amount at 

which the newspapers or magazines are charged to him, 

whether or not he is guaranteed a mininmum amount of 

compensation for such service, or is entitled to be 

credited with the unsold newsp-apers or magazines turned 

back; 

" (17) Service performed in the employ of an inter

national organization entitled to enjoy privileges, ex



44


1 emptions, and imifunities as an international organiza

2 tion under the International Organizations Immunities 

3 Act (59 Stat. 669) ; or 

4 " (18) Service performed by an individual in the 

5 sale or distribution of goods or commodities for another 

6 person, off the premises of such person, under an ar

7 rangement whereby such individual receives his entire 

8 remuneration' (other than prizes) for such service 

9 directly from the purchasers of such goods or commodi

10 ties, if such person makes no provision (other than by 

11 correspondence) with respect to the training of such 

12 individual for the performance of such service and 

13 imposes no requirement upon such individual with re

14 spect to (A) the fitness of such individual to perform 

15 such service, (B) the geographical area in which such 

16 service is to be performed, (C) the volume of goods 

17 or commodities to be sold or distributed, or (D) the 

18 selection or solicitation of customers. 

19 "Included and Excluded Service 

20 '(1)) If the services performed during one-half or more 

21 of any pay period by an employee for the person employing 

22 him constitute employment, all the services of such employee 

23for such period shall be deemed to be employment; but if 

24 the services performed during more than one-half of any such 

25 pay period by an employee for the person employing him do 
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not constitute employment, then none of the services of such 

employee for such period shall be deemed to be employment. 

As used in this subsection, the term 'pay period' means a 

period (of not more than thirty-one consecutive days) for 

which a payment of remuneration is ordinarily made to the 

employee by the person employing him. This subsection 

shall not be applicable with respect to services performed in 

a pay period by an employee for the person employing him, 

where any of such service is excepted by paragraph (10) of 

subsection (a) . 

"American Vessel 

"(c) The term 'American vessel' means any vessel 

doumnented or numbered under the laws of the United 

States; and includes any vessel which is neither documented 

or numbered under the laws of the United States nor 

documented under the laws of any foreign country, if its 

crew is employed solely by one or more citizens or residents 

of the United States or corporations organized under the 

laws of the United States or of any State. 

"American Aircraft 

"(d) The term 'American aircraft' means an aircraft 

registered under the laws of the United States. 

"American Employer 

"(e) The term 'American employer' means an em

ployer which is (1) the United States or any instrumental
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1 ity thereof, (2) a State or any political subdivision thereof, 

2 or any instrumentality of any one or more of the foregoing, 

3 (3) an individual who is a resident of the United States, 

4 (4) a partnership, if two-thirds or more of the partners are 

5 residents of the United States, (5) a, trust, if all of the 

6 trustees are residents of the United States, or (6) a corpora

7 tion organized under the laws of the United States or of any 

8 State. 

9 "Agricultural Labor 

10 "(f) The term 'agricultural labor' includes all service 

11 performed

12 " (1) On a farm, in the employ of any person, in 

1-3 connection with cultivating the soil, or in connection 

14 with raising or harvesting any agricultural or horticul

15 tural commodity, including the raising, shearing, feeding, 

16 caring for, training,. and management of livestock, bees, 

17 poultry, and fur-bearing animals and wildlife. 

18 "(2) In the employ of the owner or tenant or other 

19 operator -of a farm, in connection with the operation, 

20 management, conservation, improvement, 01. mainte

211 nance of such farm arid its tools and equipment, or in 

22 salvaging tiiiber or clenring land of brush. and other 

23 debris left by a hurricane, if the major part of such 

24 service is performed. on a farm. 

25 "(3) In connection with the production or harvest
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I ing of any commiodity defined as an agricultural corn

2 miodity in section 15 (g) of the Agricultural Marketing 

3 Act, as amended, or in connection with the ginning of 

4 cotton. 

5 " (4) (A) In the employ of the operator of a.farm 

6 in handling, planting, drying, packing, packaging, proc

7 essing, freezing, grading-, storing, or delivering to storage 

8 or to market or to a carrier for transportation to market, 

9 in its umnanufactured state, any agricultural or horti

10 cultural commodity; but only if such operator produced 

11 more than one-half of the commodity with respect to 

12 which such service is performed. 

13 " (B) In the employ of a group of operators of 

14 farms (other than a cooperative organization) in the 

15 performance of services described in subparagraph (A), 

16 but only if such operators produced all of the commodity 

1-7 with respect to which such service is performed. For 

18 the purposes of this subparagraph, any unincorporated 

19 group of operators shall be deemed a cooperative organi

20 zation if the number of operators comprising such group 

21 is more than twenty at any time during the calendar 

22 quarter in which such service is performed. -

23 " (C) The provisions of subparagraphs (A) and 

24 (B) shall not be deemed to be applicable with respect to 

25 service performed in connection with commercial can
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1 fling, or commercial freezing or in connection with any 

2 agricultural or horticultural commodity after its delivery 

3 to a terminal marketl for distribution for consumption. 

4 "Farm 

5 "(g) The term 'farm' includes. stock, dairy, poultry, 

6 fruit, fur-bearing animal, and truck farms, plantations, 

7 ranches, nurseries, ranges, greenhouses or other similar 

8 structures used primarily for the raising of agricultural or 

9 horticultural commodities, and orchards. 

10 "State 

11 "(I) The term 'State' includes Alaska, Hawaii, and 

12 the District of Columbia. 

13 "United States 

14 "(i) The term 'United States' when used in a geo

15 graphical sense means the States, Alaska, Hawaii, and the 

16 District of Columbia. 

17 "Citizen of Puerto R~ico or the Virgin Islands 

18 "(j) An individual who is a citizen of Puerto Rico 

19or the Virgin Islands (but not otherwise a citizen of the 

20 United States) and who is not a. resident of -the 'United' 

21 States shall not be considered, for the purposes of this sec

22tion, as a citizen of the United States. 

23 "Employee 

24 "(k) The term 'employee' means

25 "(1) any officer of a corporation; or 
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"(2) any individual who, under the usual common 

law rules applicable in determining the employer-

employee relationship, has the status of an employee. 

For purposes of this paragraph, if an individual (either 

alone or as a member of a, group) performs service for 

any other person under a written contract expressly 

reciting that such person shall have complete control 

over the performance of such service and that such in

dividual is an employee, such individual with respect 

to such service shall, regardless of any modification 

not in writing, be deemed an employee of such person 

(or, if such person is an agent or employee with respect 

to the execution of such contract, the employee of the 

principa~l or employer of such person) ; or 

" (3) any individual (other than an individual who 

is an employee under paragraph (1) or (2) of this 

subsection) who performs services for remuneration 

for any person

" (A) as an outside salesman in the manufac

turing or wholesale trade; 

" (B) as a full-time life insurance salesman; 

" (C) as a driver-lessee of a taxicab; 

"(ID) as a home worker on materials or goods 

which are furnished by the person for whom the, 

HI. R. 6297
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1 services are performed and which are required to be 

2 returned to such person or to a person designated 

3 by him; 

4 " (E) as a contract-logger; 

5 " (F) as a lessee or licensee of space within 

6 a mine when substantially all of the product of such 

7 services is required to be sold or turned over to the 

8 lessor or licensor; or 

9 "(G) as a house-to-house salesman if under 

10 the contract of service or in fact such individual (i) 

11 is required to meet a minimum sales quota, or (ii) 

12 is expressly or impliedly required to furnish the 

13 services with respect to designated or regular cus

14 tomers or customers along a prescribed route, or 

15 (iii) is prohibited from furnishing the same or 

16 similar services for any other person

17 if the contract of service contemplates that substantially 

18 all of such services (other than the services described 

19 in subparagraph (F) ) are to be performed personally 

20 by such individual; except that an individual shall not 

21 be included in the term 'employee' under the provi

22 sions of this paragraph if such individual has a substan

23 tial investment (other than the investment by a sales

24 man in facilities for transporation) in the facilities of 

25 the trade, occupation, business, or profession with 
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respect to which the services are performed, or if the 

services are in the nature of a single transaction not 

part of a continuing relationship with the person for 

whom the services are performed. 

" SELF-EMPLOYMENT 

"SEC. 211. IFor the purposes of this title

"Net Earnings From Self-Employment 

"(a) The term 'net earnings from self-employment' 

means the gross income, as computed under chapter 1 

of the Internal Revenue Code, derived by an indi

vidual from any trade or business carried on by such indi

vidual, less the deductions allowed under such chapter which 

are attributable to such trade or business, plus his distributive 

share (whether or not distributed) of the net income or loss, 

as computed under such chapter, from any trade or busi

ness carried on by a partnership of which he is a member; 

except that in computing such gross income and deductions 

and such distributive share of partnership net income or 

loss

"4(1) There shall be excluded rentals from real 

estate (including personal property leased with the real 

estate) and deductions attributable thereto, unless such 

rentals are received in the course of a trade or business 

as a real-estate dealer; 

" (2) There shall be excluded income derived from 
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1 any trade or business in which, if the trade or business 

2 were carried on exclusively by employees, the major 

3 portion of the services would constitute agricultural 

4 labor as defined in section 210 (f) ; and there shall be 

5 excluded all deductions attributable to such income; 

6 " (3) There 'shall be excluded dividends on any 

7 share of stock, and interest on any bond, debenture, note, 

8 or certificate, or other evidence of indebtedness, issued 

9 with interest coupons or in registered form by any 

10 corporation (including one issued by a government or 

11 political subdivision thereof) unless such dividends 

12 and interest are received in the course of a trade or busi

13 ness as a dealer in stocks or. securities; 

14 "(4) There shall be excluded any gain or loss 

15 (A) which is considered under chapter 1 of the Internal 

16 Revenue Code as gain or loss from the sale or exchange 

17 of a capital asset, (B) from the cutting or disposal of 

18 timber if section 117 (j) of such code is applicable 

19 to such gain or loss, or (C) from the sale, exchange, 

20 involuntary conversion, or other disposition of property 

21 if such property is neither (i) stock in trade or other 

22 property of a kind which would properly be includible 

23 in inventory if on hand at the close of the taxable year, 

24- nor (ii) property held primarily for sale to customers in 

25 the, ordinary course of the trade or business; 
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"(5) The deduction for net operating losses pro

vided in section 23 (s) of such code shall not be allowed; 

" (6) (A) If any of the income derived from a 

trade or business (other than a trade or business car

ried on by a partnership) is community income under 

community property laws applicable to such income, 

all of the gross income and deductions attributable to 

such trade or business shall be treated as the gross in

come and deductions of the husband unless the wife 

exercises substantially all of the management and con

trol of such trade or business, in which case all of such 

gross income and deductions shall be treated as the gross 

income and-deductions of the wife; 

"(B) If any portion of a partner's distributive share 

of the net income or loss from a trade or business carried 

on by a partnership is community income or loss under 

the community property laws applicable to such share, all 

of such distributive share shall be included in computing 

the net earnings from self-employment of such partner, 

and no part of such share shall be taken into account 

in computing the net earnings from self-employment of 

the spouse of such partner; 

"c(7) There shall be excluded income derived from 

a trade or business or publishing a newspaper or other 

publication having a paid circulation, together with the 
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1 income derived from other activities conducted in con

2 nection with such trade or business; and there shall be 

3 excluded all -deductions attributable to such income. 

4 If the taxable year of a partner is different from that of the 

5 partnership, the distributive share which he is required to 

6 include in computing his net earnings from self-employment 

'7 shall be based upon the net income or loss of the partnership 

8 for any taxable year of the partnership (even though begin

9 ning prior to 1950) ending within or with his taxable year. 

10 "Self-Employment Income 

11 "(b) The term 'sell-employment income' means the net 

12 earnings from self-employme nt derived by an individual 

13(other than a nonresident alien individual). during any 

1-4 taxable year beginning after 1949; except that such term 

15i shall not include

16 "(1) That part of the, net earnings from self

17 employment which is in excess of: (A) $3,000, minus 

18 (B) the amount of the wages paid to such individual 

19 during the taxable year; or 

20 "(2) The net earnings from self-employment, if 

21 such net earnings for the taxable year are less than 

22 $400.


23 An individual who is a citizen of Puerto. Rico or the Virgin


24 islands (but not otherwise a citizen of the United States)


25and who is not a resident of the United States shall be con
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sidered, for the purposes of this subsection, as a nonresident 

alien individual. 

"Trade or Business 

"(c) The term 'trade or business', when used with 

reference to self-employment income or net earnings from 

self-employment, shall have the same meaning as when 

used in section 23 of the Internal Revenue Code, except 

that such term shall not include

" (1) The performance of the functions of a public 

office; 

" (2) The performance of service by an individual 

as an employee (other than service described in sec

tion 210 (a) (16) (B) or section 210 (a) (18) 

performed by an individual who has attained the age of 

eighteen) 

" (3) The performance of service by an individual 

as an employee or employee representative as defined 

in section 1532 of the Internal Revenue Code; 

" (4) The performnance of service by a duly or

dained, commissioned, or licensed minister of a church 

in the exercise of his ministry or by a member of a 

religious order in the exercise of duties required by 

such order; or 

"(5) The performance of service by an individual 

~> in the exercise of his profession as a physician, lawyer, 
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dentist, osteopath, veterinarian, chiropractor, or optome

trist, or as a Christian Science practitioner, or as an 

aeronautical, chemical, civil, electrical, mechanical, 

metallurgical, or mining engineer; or the performance 

of such service by a partnership. 

"Partnership and Partner 

"(d) The term 'partnership' and the term 'partner' 

shall have the same meaning as when used in supplement 

F of chapter 1 of the Internal Revenue Code. 

"Taxable Year 

"(e) The term 'taxable year' shall have the same 

meaning as when used in chapter 1 of the Internal Revenue 

Code; and the taxable year of any individual shall be a 

calendar year unless he has a different taxable year for the 

purposes of chapter 1 of such code, in which case his taxable 

year for the purposes of this title shall be the same as his 

taxable year under such chapter 1. 

"CREDITING OF SELF-EMPLOYMENT INCOME TO CALENDAR 

YEARS 

"SEC. 212. For the purposes of determining the average 

monthly wage, quarters of coverage, and years of coverage, 

the amount of self-employment income derived during any 

taxable year shall be credited to calendar years a~s follows: 

"(1) In the -case of a taxable year which is a 

calendar year, or which begins and ends in the same 
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1 calendar year, the self-employment income of such tax

2 able year shall be credited to such calendar year. 

3 "(2) In the case of a taxable year which begins 

4 in one calendar year and ends in another calendar 

5 year, the calendar year in which such taxable year 

6 began shall be credited with the same proportion of 

7 the self-employment income derived during the taxable 

8 Year as the number of months in such calendar year 

9 which are included in such taxable year is of the num

10 ber of months in the taxable year, and the balance of 

11 such self-employment income shall be credited to the 

12 calendar yea~r in which such. taxable year ended. For 

13 the purposes of this paragraph a fractional part of a 

14 month shall be considered as a month. 

15 "CQUARTER AND QUARTER OF COVERAGE 

16 "Definitions 

17 "SEC. 213. (a,) For the purposes of this title

18 " (1) The term 'quarter', and the term 'calendar quar

19 ter', means a period of three calendar months ending on 

20 March 31, June 30, September 30, or December 31. 

21 " (2) (A) The term 'quarter of coverage' means, in the 

22 case of any quarter occurring prior to 1950, a quarter in 

23 which the individual has been paid $50 or more in wages. In 

24 the case of any individual who has been paid, in a calendar 

25 year prior to 1950, $3,000 or more in wages each quarter 
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1 of such year following his first quarter of coverage shall be 

2 deemed a quarter of coverage, excepting any quarter in such 

8 year in which such individual died or became entitled to a 

4 primary insurance benefit and any quarter succeeding such 

5 quarter in which he died or became so entitled. 

6 "(B) The term 'quarter of coverage' means, in the case 

7 of a quarter occurring after 1949, a quarter in which the 

8 individual has been paid $100 or more-in wages or for which 

9 lie has been credited (as determined under subsection (b)) 

10 with $200 or more of -sell-employment income, except 

11 that

12 "(i) no quarter after the quarter in which such 

13 individual died shall be a quarter of coverage; 

14 " (ii) if the sum of the wages paid to an individual 

15 in a calendar year and his self-employment income 

16 credited to such year (as determined under section 212) 

17 is equal to or exceeds $3,000, each quarter of such year 

18 shall (subject to clause (i) )be a quarter of coverage; 

19 and 

20 "(iii) no quarter shall be counted as a quarter of 

21 coverage prior to the beginning of such quarter. 

22 "Crediting of, Self-Employment Income to Quarters in a 

23 Calendar Year 

24 "(b) For the purposes of subsection (a) 

25 "(1) If an individual's self-employment income 
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1 credited to a calendar year (as determined under sec

2 tion 212) is $800 or more, one-fourth of such self

3 employment income shall be credited to each quarter 

4 in such year. 

5 "(2) Except as provided in paragraph (3), if an 

6 individual's self-employment income credited to the 

7 calendar year is less than $800, the first $200 thereof 

8 shall be credited to the last quarter of such year which 

9 is not a quarter of coverage by reason of wages paid to 

10 him in such year, and the balance of such self-employ

11 ment income, if any, shall be credited at the rate of 

12 $200 to each preceding quarter in the calendar year 

13 which is not a quarter of coverage by reason of wages 

14 so paid until all of such balance has been credited. 

15 If the individual died during such year, the quarter in 

16 which he died shall be considered to be the-last quarter 

17 in such calendar year. 

18 "(3) If an individual's self-employment income 

19 credited to the calendar year is less than $800 and 

20 such individual attained retirement age in or prior to 

21 such calendar year, the first $200 of such self-employ

22 ment income shall be credited to the first quarter of such 

23 year which is not a quarter of coverage by reason of 

24 wages paid to him in such year, and the balance thereof, 

25 if any, shall be credited at the rate of $200 to each sue
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ceeding quarter in the calendar year which is not a 

quarter of coverage by, reason of wqges so paid until 

all of such balance has been credited. 

"Crediting of Wages Paid in 1937 

"(c) With "respect to wages paid to an individual in 

the six-month periods commencing either January 1, 1937, 

or July 1, 1937; (A) if wages of riot less than $100 were 

paid in any such period, one-half of the total amount thereof 

shall be deemed to have been paid hi each of the calendar 

quarters in such period; and (B) if wages of less than $100 

were paid in any such period, the total amount thereof shall 

be deemed to have been paid in the latter quarter Of Such 

period, except that if in any such period, the individual 

attained age sixty-five, all of the wages paid in such period 

shall be deemed to have been paid before such age was 

attained. 

"4INSURED STATUS FOR PURPOSES OF OLD-AGE AND 

SURVIVORS INSURANCE BENEFITS 

"SEC. 214. For the purposes of this title

"Fully Insured Individual 

"(a) The termn 'fully insured individual' means any 

individual who had not less than

"(1) one quarter of coverage (as determined under 

section 213 (a) (2) ) for each two of the quarters 
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elapsing after 1936, or after, the quarter in which he 

attained the age of twenty-one, whichever quarter is 

later, and up to but excluding the quarter in which he 

attained retirement age, or died, whichever first oc

curred, and in no case less than six quarters of coverage; 

or 

"(2) twenty quarters of coverage within the forty-

quarter period ending with the quarter in which he 

attained retirement age or with any subsequent quarter 

or ending with the quarter in which he died; or 

" (3) forty quarters of coverage. 

When the number of elapsed quarter specified in paragraph 

(1) is an odd number, for the purposes of such paragraph 

such number shall be reduced by one. 

"Currently Insured Individual 

"(b) The term 'currently insured individual' means any 

individual who had not less than six quarters of coverage 

during the thirteen-quarter period ending with the quarter 

in which he died. 

COMPUTATION OF PRIMARY INSURANCE AMOUNT 

"SEC. 215. For the purposes of this title

"Primary Insurance Amount 

"(a) An individual's 'primary insurance amount' means 

an amount equal to his base amount multiplied by his con
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1 tinuation factor. When the primary insurance amount thus 

2 computed is less than $25, it shall be increased to $25. 

3 (For special rules applicable, in certain cases, for the compu

4 tation of the primary insurance amount of an individual who 

5 died prior to 1950 or who was paid a primary insurance 

6 benefit prior to 1950, see section 109 of the Social Security 

7 Act Amendments of 1949.) 

8 "Base Amount 

9 "(b) An individual's 'base a-mount' means an amount 

10 equal to 50 per centum of the first $1,00 of his average 

11 monthly wage plus 10 per centum of the next $150 of such 

1L2 wage. 

13 "Average Monthly Wage 

14 "(c) (1) Except as provided in paragraph (2), an 

:15 individual's 'average monthly wage' means the quotient 

16 obtained by dividing (A) the total of his wages and self

17 employment income during the base period in which the 

18, total of his wages and self-employment income was highest 

19 (each base period to consist of the number of consecutive 

20 years of coverage shown in column II of the following table 

21 on the line on which appears his elapsed period), by (B) 
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1 the divisor appearing on the same line in column III of 

2 such table: 

Required num
ber of consecu- Divisor for 

Elapsed period (years) 	 tive years of such individual 
coverage for 

such individual 

5 or less ------------------------------------ 5 60 
6------------------------------------------ 6 72 
7------------------------------------------ 7 84 
8------------------------------------------ 8 96 
9------------------------------------------ 9 105 
10 or more---------------------------------- 10 120 

3 An individual's elapsed period for purposes of column I of 

4 the preceding table shall be the calendar years elapsing 

5 after 1949 (or after the year in which he attained the age 

6 of twenty-one, if later) and prior to the year in which he 

7 attained retirement age, or died, whichever first occurred. 

8 "(2) In the ca-se of an individual who has less than 

9 the number of years of coverage shown in such table in 

10 column II on the line on which appears his elapsed period, 

11 such individual's 'average monthly wage' means the total 

12 of his wages and self-employment income during all years 

13 which were years of coverage divided by the divisor appear

14 ing in column III of such table on the line on which appears 

15 his elapsed period. 
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1 "(3) If an individual's average monthly, wage corn

2 puted under the preceding paragraphs of this subsection is 

3 less than $50, his average monthly wage shall be increased 

4 to $50. 

5 "(4) For the purposes. of this subsection

6 " (A) in determining an individual's consecutive 

7 years of coverage, any calendar year which was not 

8 a year of coverage shall be disregarded; 

9 "(B) in computing an individual's average monthly 

10 wage there shall not be counted, in the case of any 

11 calendar year after. 1949, the excess over $3,000 of 

12 (i) the wages paid to him in such year, plus (ii) the 

13 sell-employment income* credited to such year (as 

:14 determined under section 212); 

15 "(C) if the total of an individual's wages and self

16 employment income for any calendar year is not -a 

17 multiple of $1, such total shall be reduced to the next 

18 lower multiple of $1; and 

19 "(D) if an -individual's average monthly wage com

20. puted under paragraph (1) or (2) of this subsection 

21 is not a multiple of $1, it shall' be reduced to the next 

22 lower multiple of $1. 

23 "Continuation Factor 

24 "(d) In the case of any individual who dies or attains 

25 retirement age before 1961 or dies before the year in which 
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he attains the age of thirty-three, the continuation factor 

shall be one. In all cases, the continuation factor of an 

individual shall be the quotient obtained by dividing (1) 

the number of his years of coverage after his starting date, 

or the number 10, whichever is the greater, by (2) the 

number of his continuation factor years; except that if such 

quotient is greater than one it shall be reduced to one. For 

the purposes of this subsection, an individual's starting date 

shall be 1936 or 1949, whichever results in the higher con

tinuation factor. His continuation factor years shall be the 

calendar years elapsing after his starting date (or after the 

year in which he attained the age of twenty-one, if later) 

and prior to the year in which he attained retirement age, 

or died, whichever first occurred. 

"Year of Coverage 

"(e) A 'year of coverage' for any individual means

" (1) in the case of any calendar year prior to 1950, 

a year in which the sum of the wages paid to him in such 

year was $200 or more; and 

" (2) in the case of any calendar year after 1949, 

a year mn which the sum of (A) the wages paid to him 

in such year and (B) his self-employment income cred

ited to such year (as determined under section 212) 

was $400 or more. 

HI. R. 6297-5 
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"Treatment of Wages and Self-employment Income in Year 

of Computation 

"(f) For the purposes of this section (other than sub

section (g) )-, 

" (1) in computing an individual's average monthly 

wage and his years of coverage with respect to an appli

cation for old-age insurance benefits, there shall be 

taken into -account only the self-employment income 

of such individual for taxable years ending prior to the 

date on which he filed such application, and there shall 

be counted only the wages paid to him prior to the 

quarter in which he filed such application; and 

"c(2) in computing the average monthly wage and 

the years of coverage of an individual who died, there 

shall not be counted wages (other than compensation 

described in section 205 (p) ) paid in or after the quarter 

in which he died. 

"Recomputation of Benefits 

"(g) (1) After an individual's primary insurance 

amount has been determined under this section (or under 

section 109 of the Social Security Act Amendments of 

1949, if applicable) , there shall be no recomputation of 

such individual's primary insurance amount except as pro

vided in this subsection or, in the case of a World War II 
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veteran who dies after 1949 and prior to July 27, 1954, 

as provided in section 217 (b). 

"(2) Upon application by an individual entitled to 

old-age insurance benefits, the Administrator shall recoin

pute his primary insurance amount if the application tlierefor 

is filed after the twelfth month for which deductions under 

section 203 (b) (1) and (2) have been imposed (within 

a period of thirty-six months) with respect to such benefit, 

not taking into account any month prior to 1950 or prior 

to the earliest month for which the last previous compu

tation of his primary insurance amount was effective. A 

recomputation under this paragraph shall take into account 

only (A) wages paid to such individual prior to the year 

in which such application is friled and (B) his self-employ

ment income for taxable years ending prior to the date of 

such application. Such recomputation shall be effective 

for and after the month in which such application is ifiled. 

"(3) If upon application by an individual for old-age 

insurance benefits such individual's average monthly wage 

was computed uinder subsection (c) (2), the Administrator 

shall recompute his primary insurance amount by taking into 

account only (A) the wages and self-employment income 

which were included in the original computation of his 

average monthly wage and (B) his self-employment income 
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for the taxable year in which he filed application for the 

old-age insurance benefits. Such recomputation shall be 

effective for and after the first month following the close of 

such taxable year. 

"(4) Upon the death after 1949 of an individual en

titled to old-age insurance benefits, if any person is entitled 

to monthly benefits, or to a lump-sum death payment, on 

the basis of the wages or self-employment income of such 

individual, the Administrator shall recompute the decedent's 

primary insurance amount, but (except as provided in para

graph (3) ) only if

"(A) the decedent would have been entitled to a 

recomputation under paragraph (2) if he had filed 

application therefor in the month in which he died; or 

" (B) the decedent during his lifetime was paid 

compensation which is treated, under section 205 (p), 

as remuneration for employment. 

If the recomputation is required by subparagraph (A) ,the 

recomputation shall take into account only the following: 

The self-employment income of the decedent for all taxable 

years other than his last taxable year, the wages (other than 

compensation described in section 205 (p) ) paid to him 

prior to the year in which he died, and the compensation 

(described in section 205 (p) ) paid to him prior to his 

death. If the recomputation is not permitted under sub
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1 paragraph (A) but is required by subparagraph (B) , the 

2 recomputation shall take. into account only the following: 

3The wages and self-employment income which were per

4- mitted to be tak~en into account in the last previous computa

5 tion of the primary insurance amount of such individual 

6 (including any recomputation required by paragraph (3) ), 

7 and the compensation (described in section 205 (p) ) paid 

8 to him prior to his death. 

9 " (5) Any recomputation under this subsection shall 

10 be effective only if such recomputation results in a higher 

11 primary insurance amount. No such recomputation shall, 

12 for the purposes of section 203 (a) , lower the average 

1-3 monthly wage. 

14 "Rounding of Benefits 

15 "(h) The amount of any primary insurance amount 

16 and the amount of any monthly benefit computed uinder 

17 section 202 which, after reduction under section 203 (a) , 

18 is -not a multiple of $0.10 shall be raised to the next higher 

1.9 multiple of $0.10. 

20 "~OTHER DEFINITIONS 

21 "SEC. 216. For the purposes of this title

22 "Retirement Age 

23 " (a) The term 'retirement age' means age sixty-five. 

24 "Wife 

25 " (b) The term 'wife' means the wife of an individual, 
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1 but oniy if she (1) is the mother of his son or daughter, or 

2 (2) was married to him for a period of not less than three 

3 years immediately preceding the day on which her applica

4 tion is filed. 

5 "Widow 

6 "(c) The term 'widow' (except when used in section 

7 202 (g) ) means the surviving wife of an individual, but only 

8 if she (1) is the mother of his son or daughter, (2) legally 

9 adopted his son or daughter while she was married to him 

10 and while such soii or daughter was under. the age of eight

1 ccii, (3) was married to him at the time both of them legally 

12 adopted a child uinder the age of eighteen, or (4) was mar

213 ried to him for a period of not less than one yearI immedi

14 ately prior to the day on which he died. 

15 "Former Wife Divorced 

16 "(d) rfhe term 'foriiier wife divorced' means a woman 

1-7 dilvorced fromi ,n ludividuail, but ouly)1 if she (1) is the 

18 mother of his son or daughter-. (2) legally adoptedI his son or 

19 daughlter while she w-Tas mi-arried to him ,and while such son 

20 or daughter was under the age of eighteen, or (3) was 

21 mnarried to him at the tim-e both of them legally adopted a 

22 child under the age of eighteen. 

23 "Child 

24 "(e) The term 'child' means (1) the child of an in

25 dividual, and (2) in the case of a living individual, a step-' 
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1 child or adopted child who has been such stepchild or 

2 adopted child for not less than three years immediately 

3 preceding the day on which application for child's benefits is 

4 filed, and (3) in the case of a deceased individual, (A) an 

5 adopted child, or (B) a stepchild who has been such stepchild 

6 for not less than one year immediately preceding the day 

7 on which such individual died. In determining whether an 

8 adopted child has met the length of time requirement in 

9 clause (2), time spent in the relationship of stepchild shall 

10 be counted as time spent in the relationship of adopted child.' 

11 "Determination of Family Status 

12 "(f) (1) In determining whether an applicant is the 

13 wife, widow, child, or parent of a fully insured or currently 

:14 insured individual for purposes of this title, the Administrator 

15 shall apply such law as would we applied in'detenrmining the 

16 devolution of intestate personal property by the courts of the 

17 State in which such insured individual is domiciled at the time 

18 such applicant files application, or, if such insured individual 

19 is dead, by the courts of the State in which he was domiciled 

20 at the time of his death, or if such insured individual is or was 

21 not so domiciled in a~ny State, by the courts of the District of 

22 Columbia. Applicants who according to such law would have 

23 the same status relative to taking intestate personal property 

24 as a wife, widow, child, or parent shall be deemed such. 

25 "(2) A wife shall be deemed to be living with her hus
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1 band if they are both members of the same household, or she 

2 is receiving regular. contributions from him toward her sup

3 port, or he has been ordered by any court to contribute to her 

4 support; and a widow shall be deemed to have been living 

5 with her husband at the time of his death if they. were both 

6 members of the same household on the date of his death, or 

7 she was receiving regular contributions from him toward her 

8 support on such date, or he had been ordered by any court to 

9 contribute to her support." 

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

1i take effect January 1, 1950, except that

12 (1) Section 214 of the Social Security Act shall 

13 be applicable '(A) in the case of applications filed after 

1-4 September 1949 for monthly. benefits for months after 

1.5 1949, and (B) in the case of applications for lump

16 sum death payments with respect to deaths after 1949. 

17 (2) Section 216 of the Social Security Act shall 

1.8 be applicable in the case of applications filed after Sep

19 tember 1949 for monthly benefits for months after 1949. 

20 (3) If the provisions of section 109 of this Act 

21 are applicable in computing any benefits for months after 

22 1949, section 215 of the Social Security Act shall not 

23 be applicable with respect to such benefits unless and 

247 until such benefits are recomputed under subsection (g) 

25 of such section 215. 
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1 WORLD WAR II VETERANS 

2 SEC. 105. Title II of the Social Security Act is 

3 amended by striking out section 210 and by adding after 

4 section 216 (added by section 104 (a) of this Act) the 

5 following: 

6 "cBENEFITS IN CASE OF WORLD WAR II VETERANS 

7 "SEC. 217. (a) For purposes of determining entitle

8 ment to and the amount of any monthly benefit for any 

9 month after 1949, or entitlement to and the amount of any 

10 lump-sum death payment in case of a death after 19149, 

11 payable under this title on the basis of the wages or self

12 employment income of any World War II veteran, such 

13 veteran shall be deemed to have been paid wages (in addi

141 tion to the wages, if any, actually paid to him) of $160 in 

13 each month duriing any part of which he served in the active 

16 military or naval service of the United States during World 

17 War II. This subsection shall not be applicable in the case 

18 of any monthly benefit or lump-sum death payment if a 

19 larger benefit or payment, as the case may be, would be 

20 payable without its application. 

21 "(b) (1) In the case of any World War H veteran 

22 who dies during the period of three years imimediately fol

23 lowing his separation from the active military or naval' 

24 service of the United States and who (i) died prior to 1950 

25 and on the basis of whose wages no monthly benefit for any 
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1 month prior to 1952 was paid and no lump-sum death 

2 payment was made, or (ii) died after 1949, such veteran 

3 shall be deemed to have died a fully insured individual with 

4 an average monthly wage of $160. This subsection shall 

5 not be applicable in the case of any monthly benefit or lump

6 sum death payment if

7 "(A) a larger such benefit or payment, as the case 

8 may be, would be payable without its application; 

9 "(B) any pension or compensation is determined 

10 by the Veterans' Administration to be payable by it on 

11 the basis of the death of such veteran; 

12 "(C) the death of the veteran occurred while he 

13 was in the active military or naval service of the 

14 -United States; or 

15 (D) such veteran has been discharged, or released 

16 from the active military or naval service of the United 

:17 States subsequent to July 26, 1951. 

18 "(2) U~pon an application for benefits or a lump-sum 

19 death payment on the basis of the wages or self-employment 

20 income of any World War II veteran, the Federal Security 

21 Administrator shall make a decision without regard to para

22 graph (1) (B) of this subsection unless he has been notified 

23 by the Veterans' Administration that pension' or compensa

24 tion is determined to be payable by the Veterans' Admin

25 istration by reason of the death of such veteran. The 
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1 Federal Security Administrator shali thereupon report such 

2 decision to the Veterans' Administration. If the Veterans' 

3 Administration in any such case has made an adjudication 

4 or thereafter makes an adjudication that any pension or 

5 compensation is payable under any law administered by 

6 it) it shall notify the Federal Security Administrator, and the 

7 Administrator shall certify no further benefits for payment, 

8 or shall recompute the amount of any further benefits pay

9 able, as may be required by paragraph (1) of this subsection. 

10 Any payments theretofore certified by the Federal Security 

1-1 Administrator on the basis of paragraph (1) of this sub

12 section to ally individual, not exceeding the amount of any 

13 accrued pension or compensation payable to him by the 

14 Veterans' Administration, shall (notwithstanding the pro

15 visions of section 3 of the Act of August 12, 1935, as 

16 amended (38 U. S. C., sec 454a) ) be deemed to have been 

17 paid to him by such Adminuistration on account of such 

18 accrued pension or compensation. No such payment certi

19 fled by the Federal Security Administrator, and no payment 

20 certified by him for any month prior to the first month for 

21 which any pension or compensation is paid by the Veterans' 

22 Administration shall be deemed by reason of this subsection 

23 to have been an erroneous payment. 

24 "(c) In the case of any World War II veteran who 

25 has died prior to 1950, proof of support required under 
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section 202 (f) may be ifiled by a parent at any time prior 

to July 1950 or prior to the expiration of two years after 

the date of the death of such veteran, whichever is the later. 

"(d) There are hereby authorized to be appropriated 

annually to the Trust Fund such sums as may. be neces

sary to meet the additional cost, resulting from this section, 

of the benefits (including lump-sum death payments) pay

able under this title. 

" (e) For the purposes of this section

" (1) The term 'World War II' means the period be

ginning with September 16, 1940, and ending at the close 

of July 24, 1947. 

"(2) The term 'World War II veteran' means any 

individual who served in the active military or naval service 

of the United States at any time during World War II and 

who, if discharged or released therefrom, was so discharged 

or released under conditions other than dishonorable after 

active service of ninety days or more or by reason of a dis

ability or injury incurred or aggravated in service in line of 

duty; but such term shall not include an~y individual who 

died while in the active military or naval service of the 

United States if his death was inflicted (other than by an 

enemy of the United States) as lawful Punishment for a. 

military or naval offense." 
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I COVERAGE OF STATE AND LOCAL EMPLOYEES 

2 SEC. 106. Title II of the Social Security Act is amended 

3 by adding after section 217 (added by section 105 of this 

4 Act) the following: 

5 "9VOLUNTARY AGREEMENTS FOR COVERAGE OF STATE AND 

6 LOCAL EMPLOYEES 

7 "Purpose of Agreement 

8 "SEC. 218. (a) (1) The Administrator shall, at the 

9 request of any State, enter into an agreement with such 

10 State for the purpose of extending the insurance system 

11 established, by this title to services (not otherwise included 

12 as employment under this title) performed by individuals as 

13 employees of such State or any political subdivision thereof. 

14 Each such agreement shall contain such provisions, not incon

15 sistent with the provisions of this section, as the State may 

16 request. 

17 " (2) Notwithstanding section 210 (a), for the purposes 

18 of this title the term 'employment' includes any agricultural 

19 labor, domestic service, or service performed by a student, 

20 included under an agreement entered into under this section. 

21 "Definitions 

22 "(b) For the purposes of this section

23 " (1) The term 'State' does not include the District 

24 of Columbia. 

25 "(2) The term 'political subdivision' includes an 
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1 instrumentality of (A) a State, (B) one or more po

2 litical subdivisions of a State, or (C) a State and one or 

3 more of its political subdivisions. 

4 "(3) The term 'employee' includes an officer of 

5 a State or political subdivision. 

6 "(4) The term 'retirement system' means a. pen

7 sion, annuity, retirement, or similar fund or system estab

8 lished by a State or by a political subdivision thereof. 

9 "(5) The term 'coverage group' means (A) em

10 ployees of the State other than those in positions covered 

11 by a, retirement system, or (B) employees of a political 

12 subdivision of a State other than those in positions 

13 covered by a retirement system. 

14 "Services Covered 

15 "(c) (1) An agreement under this section shall be 

16 applicable with respect to any one or more coverage groups 

17 designated by the, State. 

18 "(2) In the case of each coverage group to which the 

19 agreement applies, the agreement must include all services 

20 (other than services excluded by or pursuant to subsection 

21 (d) or paragraph (3) or (5) of this subsection) per

22 formed by individuals as members of such -group. 

23 "c(3) Such agreement shall, if the State requests it, 

24 exclude (in the case of any coverage group) any services 

,25 of an emergency nature or all services in any class or classes 
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1 of elective positions, part-time positions, or positions the 

2 compensation for which is on a,fee basis. 

3 "(4) The Administrator shall, at the request of any 

4 State, modify the agreement with such State so as to (A) 

5 include any coverage group to which the agreement did 

6 not previously apply, or (B) include, in the case of any 

7 coverage group to which the agreement applies, services 

8 previously excluded from the agreement; but the agreement 

9 as so modified may not be inconsistent with the provisions 

1.0 of this section applicable in the case of an original agreement 

II with a State. 

12 " (5) Such agreement shall, if the State requests it, 

1-3 exclude (in the case of any coverage group) any agricultura~l 

14 labor, domestic service, or service performed by a student, 

15 designated by the State. This paragraph shall apply only 

16 with respect to service which, if performed in the employ 

17 of an individual, would be excluded from employment by 

18 section 210 (a). 

19 "(6) Such agreement shall exclude services performed 

20 by an individual who is employed to relieve him from unem

21 ployment and shall exclude services performed in a hospital, 

22 home, or other institution by a patient or inmate thereof. 

23 "Exclusion of Employees Covered by a Retirement System 

24 "(d) No agreement or modification of an agreement 

25 with any State may include services performed in positions 
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1 covered by a retirement system on the date the agreement 

2 or modification, as the case may be, is agreed to by the 

3 Administrator and the State. 

4 "Payments and Reports by States 

5 "(e) Each agreement under this section shall provide

6 " (1) that the State will pay to the Secretary of 

7 the Treasury, at such time or times as the Adminis

8 trator may by regulation prescribe, amounts equivalent 

9 to the sumn of the taxes which would be imposed 

10 by sections 1400 and 1410 of the Internal Revenue 

11 Code if the services of employees covered by the agree

12 ment constituted employment as defined in section 1426 

13 of such code; 

14 " (2) that the State will comply with such regula

15 tions relating to payments and reports as the Admin

16 istrator may prescribe to carry out the purposes of this 

17 section. 

18 "Effective Date of Agreement 

19 "(f) Any agreement or modification of an agreement 

20 under this section shall be effective with respect to services 

21 performed after an effective date specified in such agreement 

22 or modification, but in no case prior to January 1, 1950, and 

23 in no case (other than in the case of an agreement or 

24 modification agreed to prior to January 1, 1952) prior to 

25 the first day of the calendar year in which such agreement 
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1 or modification, as the case may be, is agreed to by the 

2 Administrator and the State. 

3 "Termination of Agreement 

4 "(g) (1) Upon giving at least two years' advance 

5 notice in writing to the Administrator, a State may terminate, 

6 effective at the end of a calendar quarter specified in the 

'7 notice, its agreement with the Administrator either

8 " (A) in its entirety, but only if the agreement has 

9 been in effect from its effective date for not less thaii 

10 five years prior to the receipt of such notice; or 

11 " (B) with respect to any coverage group desig

12 nated by the State, but only if the agreement has been 

13 in effect with respect to such coverage group for not 

14 less than five years prior to the receipt of such notice. 

15 " (2) If the Administrator, after reasonable notice and 

16 opportunity for hearing to a State with whom he has entered 

17 into an agreement pursuant to this section, finds that the 

18 State has failed or is no longer legally able to comply sub

19 stantially with any provision of such agreement or of this 

20 section, he shall notify such State that the agreement will be 

21 terminated in its entirety, or with respect to any one or more 

22 coverage groups designated by him, at such time, not later 

23 than two years from the date of such notice, as he deems 

24 appropriate, unless prior to such time he finds that there no 

H. Ra. 6297-6 
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1 longer is any such failure or that the cause for such legal 

2 inability has been removed. 

3 "(3) If any agreement entered into under this section 

4 is terminated in its entirety, the Administrator and the State 

5 may not again enter into an agreement pursuant to this 

6 section. If any such agreement is terminated with respect 

7 to any coverage group, the Administrator and the State 

8 may not thereafter modify such agreement so as to again 

9 make the agreement applicable with respect to such cover

10 age group. 

11 "Deposits in Trust Fund; Adjustments 

12 "(h) (1) All amounts received by the Secretary of 

13 the Treasury under an agreement made pursuant to this 

14 section shall be deposited in the Trust Fund. 

15 "(2) If more or less than the correct amount due under 

16 an agreement made pursuant to this section is .paid with re

17 spect to any payment of remuneration, proper adjustments 

-18 with respect to the amounts due under such agreement shall 

19 be made, without interest, in such manner and at such times 

20 as may be prescribed by regulations of the Administrator. 

21 "(3) If an overpayment cannot be adjusted under para

22 graph (2) , the amount thereof and the time or times it 

23 is to be paid shall be certified by the Administrator to the 

24 Managing Trustee, and the Managing Trustee, through the 

25 Fiscal Service of the Treasury Department and prior to any 
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i action thereon by the General Accounting Office, shall make 

2 payment in accordance with such certification. The Man

3 aging Trustee shall not be held personally liable for any 

4 payment or payments made in accordance with a certifica

5 tion by the Administrator. 

6 "Regulations 

7 "(i) Regulations of the Administrator to carry out the 

8 purposes of this section shall be designed to make the require

9 ments imposed on States pursuant to this section the same, 

10 so far as practicable, as those imposed on employers pur

11 suant to this title and subchapter A of chapter 9 of the 

12 Internal Revenue Code. 

13 "IFailure To Make Payments 

14 "(j) In case any State does not make, at the time or 

15 times due, the payments provided for under an agreement 

16 pursuant to this section, there shall be added, as part of 

17 the amounts due, interest at the rate of 6 per centum. per 

18 annum from the date due until paid, and the Administrator 

19 may, in his discretion, deduct such amounts plus interest 

20 from any amounts certified to the Secretary of the Treasury 

21 for payment to such State under any other provision of 

22 this Act. Amounts so deducted shall be deemed to have 

23 been paid to the State under such other provision of this 

24 Act. Amounts equal to the amounts deducted under this 

25 subsection are hereby appropriated to the Trust Fund. 
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1 "4Instrumentalities of Two or More States 

2 "(k) The Administrator may, at the request of any 

3 'instrumentality of two or more States, enter into an agree

4 ment with such instrumentality for the purpose of extend

5 ing the insurance system established by this title to services 

6 performed by individuals as employees of such instrumnen

7 tality. Such agreement, to the extent practicable, shall 

8 be governed by the provisions of this section applicable in 

9 the case of an agreement with a State. 

10 "Delegation of Functions 

1l "(1) The Administrator is authorized, pursuant to 

12 agreement with the head of any FedIeral agency, to dele

13 gate any of his functions under this section to any officer or 

14 employee of such agency and otherwise to utilize the serv

15 ices and facilities of such agency in carrying out such func

16 tions, and payment therefor shall be in advance or by way 

17 of reimbursement, as-may be provided in such agreement." 

1s RECORDS OF WAGES AND SELF-EM1PLOYMENT'INCOME 

19 SEC. 107. (a) Subsection (b) of section 205 of the 

20 Social Security Act is amended by inserting "former wife 

21 divorced," after "widow, 

22 (b) Subsection (c) of section 205 of the Social 

23 Security Act is a-mended to read as follows: 

24 "(c) (1) For the purposes of this subsection

25 "(A) The term 'accounting period' means a 
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1 calendar quarter when used with respect to wages, and 

2 a taxable year (as defined in section 211 (e) ) when 

3 used with respect to self-employment income. 

4 " (B) The term 'time limitation' when used with 

5 respect to wages means a period of four years and one 

6 month, and when used with respect to self-employment 

7 income means a period of four years, two months, and 

8 fifteen days. 

9 " (C) The term 'survivor' means an individual's 

10 spouse, former wife divorced, child, or parent, who 

11 survives such individual. 

12 "(2) On the basis of information obtained by or sub

13 mitted to the Administrator, and after. such verification 

14 thereof as he deems necessary, the Administrator shall estab

15 lish and maintain records of the amounts of wages paid to, 

16 and the amounts of self-employment income derived by, 

17 each individual and of the accounting periods in which such 

18 wages were paid and such income was -derived and, upon 

19 request, shall inform any individual or his survivor of the 

20 amounts of wages and self-employment income of such 

21 individual and the accounting periods during which such 

22, wages were paid and such income was derived, as shown 

23 by such records at the time of such request. 

24 "(3) The Administrator's records shall be evidence for 

25 the purpose of proceedings before the Administrator or 
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1 any court of the amounts of wages paid to, and self-employ

2 ment income derived by, an individual and of the accounting 

3 periods in which such wages were paid and such income 

.4 was derived. The absence of an entry in such records. as 

5 to wages alleged to have been paid to, or as to self-employ

6 ment income alleged to have been derived by, an individual 

7 in any accounting period shall be evidence that no such 

8 alleged wages were paid to, or that no such alleged income 

9was derived by, such individual during such accounting 

10 period. 

11 "(4) Prior to the expiration of the. time limitation 

12 following any accounting period the Administrator may, 

13 if it is brought to his attention that any entry of wages or 

14 self-employment income in his records for such period is 

15 erroneous or that any item of wages or self-employment 

16 income, for such period has been omitted from such records, 

17 correct such -entry or include such omitted item in his 

18 records, as the case. may be. After the expiration of 

19 the time limitation following any accounting period

20 "(A) the Administrator's records (with changes, 

21 if any, made pursuant to' paragraph (5) ) of the amounts 

22 of wages paid to, and self-employment income derived 

23 by, an individual in such accounting period shall be 

24 conclusive for the purposes of. this title; 

25 "(B) the absence of an entry in the Administrator's 
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1 records as to the wages alleged to have been paid by 

2 an employer to an individual in such accounting period 

3 shall be presumptive evidence for the purposes of this, 

4 title that, no such alleged wages were paid to such indi.

5 vidual in such accounting period; and 

6 "(C) the absence of an entry in the Adnriinistra

7 tor's records as to the self-employment income alleged 

8 to have been derived by an individual in such accounting 

9 period shall be conclusive for the purposes of this title 

10 that no such alleged self-employment income was de

ll -rived by such individual in such period unless it is 

12 shown that he filed a tax return of his sell-employment 

13 income for such accounting period before the expiration 

14 of the time limitation following such period, in which 

15 case the Administrator shall include in his records the 

16 sell-employment income of such -individual for such 

17 accounting period. 

18 "(5) After the expiration of the time limitation follow

19 ing any accounting period in which wages were paid 

20 or alleged to have been paid to, or sell-employment income 

21 was derived or alleged to have been derived by, an indi

22 vidual, the Administrator may change or delete any entry 

23 with respect to wages or sell-employment income in his 

24 records of such accounting period for such individual or 

25 include -in his -records of such accounting period for such 
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individual any omitted item of wages or self-employment 

income but only

" (A) if an application for monthly benefits or for 

a lump-sum death payment was filed within the time 

limitation following such accounting period; except that 

no such change, deletion, or inclusion may be made 

pursuant to this subparagraph after a final decision upon 

the application for monthly benefits or lump-suim death 

payment; 

" (B) if within the time limitation following such 

accounting period an individual or his survivor makes 

a request for a change or deletion, or for an inclusion 

of an omitted item, and alleges in writing that the Ad

ministrator's records of the wages paid to, or the self-

employment income derived by, such individual in such 

accounting period are in one or more respects erroneous; 

except that no such change, deletion, or inclusion may 

be made pursuant to this subparagraph after a final 

decision upon such request. Written notice of the Ad-. 

ministrator's decision on any such request shall be given 

to the individual who made the request; 

"(C) to correct errors apparent on the face of such 

records; 

" (D) to transfer items to records of the Railroad 

Retirement Board if such items were credited under this 
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1 title when they should have been credited under thre 

2 Railroad Retirement Act, or to enter items transferred 

3 by the Railroad Retirement Board which have been 

4 credited under the Railroad Retirement Act when thev 

5 should have been credited under this title; 

6 "(E) to delete or reduce the amount of any entry 

7 which is erroneous as a result of fraud; 

8 "(F) to conform his records to tax returns or por

9 tions thereof (including information returns and other 

10 written statements) filed with the Commissioner of 

11 Internal Revenue under title VIII of the Social Security 

12 Act, under subchapter A or F of chapter 9 of the In

13 ternal Revenue Code, or under regulations made under 

14 authority of such title or subchapter, and to information 

15 returns filed by a State pursuant to an agreement 

16 under section 218 or regulations of the Administrator 

17 thereunder; except that no amount of self-employment 

18 income of an individual for any taxable year (if such 

19 return or statement was filed after the expiration of the 

20 time limitation following the taxable year) shall be 

21 included in the Administrator's records pursuant to this 

22 subparagraph in excess of the amount which has been 

23 deleted pursuant to this subparagraph as payments 

24 erroneously included in such records as wages paid to 

25 such individual in such taxable year; 
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1 "(G) to include wages paid in such accounting 

2 period to an individual by an employer if there is an 

3 absence of any entry in the Administrator's records of 

4 wages having been paid by such employer to such indi

5 vidual in such period; or 

6 "(H) to enter items which constitute remuneration 

7 for employment under subsection (p), such entries Io 

8 be in accordance with certified reports of records made 

9 by the Railroad Retirement Board pursuant to section 

10 5 (k) (3) of the Railroad Retirement Act of 1937. 

11 " (6) Written notice of any deletion -or-reduction under 

12 paragraph (4) or .(5) shall be given to the. individual whose 

13 record is involved or to his survivor, except that (A) in 

14 the case of a. deletion or reduction with respect to any entry 

15 of wages such notice shall be given to such individual only 

:16 ifhe has previously been notified by the Administrator of the 

17 amount of his wages for the accounting period involved, 

:18 and (B) such notice shall be given to such survivor only if 

:19 he or the individual whose record is involved has previously 

20 been notified by the Administrator of the amount of such 

21 individual's wages and self-employment income for the 

22 accounting period involved. 

23 "(7) TUpon request in writing (within such period, 

24 after any change or refusal, of a request for a change of 

25 his records pursuant to this subsection, as the Administrator 



91


1 may prescribe) , opportunity for hearing with respect to 

2 such change or refusal shall be afforded to any individual 

3 or his survivor. If a hearing is held pursuant to this para

4 graph the Administrator shall make findings of fact and a 

5 decision based upon the evidence adduced at such hearing 

6 and shall include any omitted items, or change or delete 

7 any entry, in his records as may be required by such find

8 ings and decision. 

9 " (8) Decisions of the Administrator under this sub

10 section shall be reviewable by commencing a civil action 

11 in the United States district -court as provided in subsec

12 tion (g) ." 

13 (c) Section 205 of the Social Security Act is amended 

14 by adding at the end thereof the following subsections: 

15 "Adjustment of Wages From Certain Nonprofit 

16 Organizations 

17 "(o) Notwithstanding any other provision of this title, 

IS in the case of wages paid to an individual during any cal

19 endar quarter by an employer entitled (under section 1412 

20 of the Internal Revenue Code) to an exemption from the 

21 tax imposed by section 1410 of such code, only one-half 

22 of the amount of such wages paid during such calendar 

23 quarter to such individual shall be considered as paid to him 

24 for the purpose of determining the insured status of such 

25 individual and for the purpose of determining the amount 
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1L of any insurance benefit or payment; but this paragraph 

2 shall not apply if a waiver of such exemption of the employer 

3 was in effect for such calendar quarter. 

4 "Crediting of Compensation Under the Railroad Retirement 

5 Act 

6 "(p) If there is no person who would be entitled, upon 

7 application 'therefor, to an annuity under section 5 of the 

8 Railroad Retirement Act of 1937, or to a lump-sum pay

9 ment under subsection (f) (1,) of such section, with 

10 respect to the death of an emp'loyee (as defined in such 

11 Act), then, notwithstanding section 210 (a) (10) of this 

12 Act, compensation (as defined in such Railroad Retirement 

13 Act, but excluding compensation attributable as having been 

14 paid during any month on account of military service 

15 creditable under section 4 of such Act if wages are deemed 

16 to have been paid to such employee during such month 

17 under section 217 (a) of this Act) of such employee 

18 shall constitute remuneration for employment for pur

19 poses of determining (A) entitlement to and the amount 

20 of any lump-sum. death payment under this title on 

21 the basis of such employee's wages or self-employment 

22 income and (B) entitlement to and the amount of any 

23 monthly benefit under this title, for the month in which 

24 such employee died or for any month thereafter, on the 

25 basis of such wages or self-employment income. For such 
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purposes, compensation (as so defined) paid in a calendar 

year shall, in the absence of evidence to the contrary, be 

presumed to have been paid in equal proportions with 

respect to all months in the year in which the employee 

rendered services for such compensation. This paragraph 

shall not be applicable in the case of any monthly benefit 

or lump-sumn death payment if a larger such benefit or 

payment, as the case may be, would be paya~ble without 

its application. 

"Special Rules in Case of Federal Service. 

"(q) (1) With respect to service included as employ

ment under section 210 which is performed in the employ 

of the United States or in the employ of any instrumentality 

which is wholly owned by the United States, the Admin

istrator shall not make determinations as to whether an 

individual has performed such service, the periods of such 

service, the amounts of remuneration for such service which 

constitute wages under the provisions of section 209, or the 

periods in which or for which such wages were paid, but 

shall accept the determinations with respect thereto of the 

head of the appropriate Federal agency or instrumentality, 

and of such agents as such head may designate, as evidenced 

by returns filed in accordance with the provisions of section 

1420 (e) of the Internal Revenue Code and certifications 
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1 made pursuant to this subsection. Such determinations shall 

2 be final and conclusive. 

3 "(2) The head of any such agency or instrumentality is 

4 authorized and directed, upon written request of the Admin

5 istrator, to make -certification to him with respect to any 

6 matter determinable for the Administrator by such head or 

7 his agents under this subsection, which the Administrator 

8 finds necessary in administering this title. 

9 "(3) The provisions of paragraphs (1) and (2) 

1.0 	 shall be applicable in the case of service performed by a 

civilian employee, not compensated from funds appropriated 

12 by the Congress, in the Army and Air Force Exchange 

1-3 Service, Army and Air Force Motion Picture Service, Navy 

1L4 Ship's Service Stores, Marine Corps Post Exchanges, or 

15 other activities, conducted by an instrumentality of the 

16 United States subject to the jurisdiction of the Secretary of 

17T 'Defense, at installations of the National Military Establish

18 ment for the comfort, pleasure, contentment, and mental 

19and physical improvement of personnel of such Establish

20ment; and for purposes of paragraphs (1) and (2) the 

21 Secretary of Defense shall be deemed to be the head of such 

22instrumentality." 

23 ~MISCELJLANEOUTS AMENDMENTS 

24 SEC. 108. (a) (1) The second sentence of section 201 

25 (a) of the Social Security Act is amended by striking out 
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1 "Such amounts as may be appropriated to the Trust Fund" 

2 and inserting in lieu thereof "such amounts as may be appro

3 priated to, or deposited in, the Trust Fund". 

4 (2) The third sentence of section 201 (a) of such Act 

5 is amended by striking out tlie words "the Federal Insurance 

6 Contributions Act" and inserting in lieu thereof the follow

7 ing: "sub chapters A and F of chapter 9 of the Internal 

8 Rievenue Code". 

9 (3) Section 201 (a) of the Social Security Act is 

10 amended by striking out the following: "There is also author

11 ized to be appropriated to the Trust Fund such additional 

12 stuns as may be required to finance the benefits and payments 

13 provided under this title." 

14 (4) Section 201 (b) of such Act is amended by striking 

15 out "Chairman of the Social Security Board" and inserting 

1.6 in lieu thereof "Federal Security Administrator". 

17 (5) Section 201 (b) of such Act is amended by add

18 ing after the second sentence thereof the following new 

19 sentence: "The Commissioner for Social Security shall serve 

20 as secretary of the Board of Trustees.". 

21 (6) Paragraph (2) of section 201 (b) of such Act is 

22 amended by striking out "on the first day of each regular 

23 session of the Congress" and inserting in lieu thereof "not 

24 later than the first day of March of each year". 
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1 (7) Section 201 (b) of such Act is amended by striking 

2 out the period at the end of paragraph (3) and inserting 

3 in lieu thereof "; and", and by adding the following new 

4 paragraph: 

5 "(4) Recommend administrative procedures and 

6 policies designed to effectuate the proper coordination 

7 of the social insurances." 

S (8) Section 201 (b) of such Act is amended by adding 

9 at the end thereof the following: "Such report shall be 

10 printed as a House document of the session of the Congress 

11 to which the report is made." 

12 (9) Section 201 (f) of such Act is amended to read as 

13 follows: 

14 " (f) (1) The Managing Trustee is directed to pay 

15 from the Trust Fund into the Treasury the amount esti

1 6 mated by him and the Federal Security Administrator 

17 which will be expended during a three-month period by 

18 the Federal Security Agency and the Treasury Department 

19 for the administration of titles II and VIII of this Act and 

20 subchapters A and F of chapter 9 of the Internal Revenue 

21 Code. Such payments shall be covered into -the Treasury 

22 as repayments to the account for reimbursement of expenses 

23 incurred in connection with the administration of titles II 
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and VIII of this Act and subchapters A and IF of chapter 9 

of the Internal Revenue Code. 

"(2) The Managing Trustee is directed to pay from 

the Trust Fund into the Treasury the amount estimated by 

him which will be expended during each three-month period 

after 1949 by the Treasury Department for refunds of taxes 

(including interest, penalties, and additions to the taxes) 

under title VIII of the Social Security Act and subchapters 

A and F of chapter 9 of the Internal Revenue Code and for 

interest on such refunds as provided by law. Such payments 

shall be covered into the Treasury as repayments to the 

account for refunding internal-revenue collections. 

"(3) Repayments made under paragraph (1) or (2) 

shall not be available for expenditures but shall be carried 

to the surplus fund of the Treasury. If it subsequently 

appear that the estimates under either such paragraph in 

any particular three-month period were too high or too low, 

appropriate adjustments shall be made by the Managing 

Trustee in future payments." 

(b) (1) Sections 204, 205 (other than subsections (c) 

and (1) ), and 206 of such Act are amended by striking out 

"Board" wherever appearing therein and inserting in lieu 

thereof "Administrator"; by striking out "Board's" wherever 

HI. R. 6297-7 
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1 appearing therein and inserting in lieu thereof "Adminis

2 trator's"; and by striking out (where they refer to the Social 

3 Security Board) "it" and "its" and inserting in lieu thereof 

4 ''he'', 'him'', or ''his'', as the context mray require. 

5 (2) Section 205 (1) of such Act is amended to read as 

6 follows: 

7 "(1) The Administrator is authorized to delegate to any 

8 member, officer, or employee of the Federal Security~ Agency 

9 designated by him any of the powers conferred upon him by 

10 this section, and is authorized to be represented by his own 

11 attorneys in any court in any case or proceeding arising under 

12 the provisions of subsection (e) ." 

13 (c) Section 208 of such Act is amended by striking 

-14 out the words "the Federal Insurance Contributions Act" 

15 and inserting in lieu thereof the following: "subchapter A 

16 or F of chapter 9 of the Internal Revenue Code". 

17 INCREASE OF EXISTING BENEFITS; COMPUJTATIONS. IN 

18 CASE OF ENTITLEMENT OR DEATH PRIOR TO 19 50 

19 SEC. 109. (a) Notwithstanding subsection (a) of see

20 tion 215 of the Social Security Act' as amended by this 

21 Act, the primary insurance amount (prior to any recompu

22 tation under subsection (g) of such section) of any indi

23 vidual who died prior to 1950 or who wa's entitled to a 

24 primary insurance benefit for any month prior to 1950 
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1shall, to the extent provided in the following subsections, 

2 be determined by use of the following table: 

Assumed average 

Primary insurance benefit before 1950 
Primary insur-
ance amount 

after 1949 

monthly wage 
for purpose

of computing
maximum 
benefits 

$10-------------------------------------- $25. 00 $50.00o 
$11--------- ----------------------------- 26. 30 52. 00 
$12--------------------------------------- 27. 50 54. 50 
$13--------------------------------------- 28. 70 57. 00 
$14--------------------------------------- 29. 80 59. 50 
$15--------------------------------------- 30. 90 62. 00 
$16--------------------------------------- 32. 00 64. 50 
$17--------------------------------------- 33. 10 66. 50 
$18--------------------------------------- 34. 20 68.'50 
$19--------------------------------------- 35. 20 70. 50 
$20--------------------------------------- 36. 30 72. 50 
$21--------------------------------------- 37.40 74.560 
$22--------------------------------------- 38. 70 77. 50 
$23--------------------------------------- 40. 30 82. 50 
$24--------------------------------------- 42.40 88. 50 
$25--------------------------------------- 44. 50 97. 00 
$26--------------------------------------- 46.30 106. 00 
$27--------------------------------------- 47. 80 116. 00 
$28--------------------------------------- 49.00 125. 00 
$29--------------------------------------- 50. 00 133. 00 
$30--------------------------------------- 50. 90 141. 00 
$31-------------------------------- ------- 51. 80 149. 00 
$32--------------------------------------- 52. 70 157. 00 
$33--------------------------------------- 53. 60 165. 00 
$34--------------------------------------- 54. 50 173. 00 
$35--------------------------------------- 55. 40 181. 00 
$36--------------------------------------- 56.30 189. 00 
$37--------------------------------------- 57. 20 196. 00 
$38--------------------------------------- 58. 10 203. 00 
$39--------------------------------------- 59. 00 210. 00 
$40--------------------------------------- 59. 90 217. 00 
$41--------------------------------------- 60. 80 224. 00 
$42--------------------------------------- 61. 70 231. 00 
$43--------------------------------------- 62. 60 238. 00 
$44--------------------------------------- 63. 50 244.00 
$45--------------------------------------- 64. 40 250. 00 
$46--------------------------------------- 64. 40 250. 00 

3 I (b) (1) The primary insurance amount of an indi

4 vidual to whom a primary insurance benefit was paid for any 

5 month prior to 1950 shall (if he did not die prior to 1950) 
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be the amount in columin II of the table (in subsection (a)) 

which is on the line .on which in column I appears his 

primary insurance benefit (as determined under subsec

tion (c)) . 

(2) The prlinary insurance amount of an individual 

who was entitled to primary insurance benefits prior to 

1950 but who was not paid a primary insurance benefit for 

any month prior to 1950 shall (if he did not die prior to 

1950) be determined under section 215 of the Social Security 

Act as amended by this Act. 

(3) In the case of an individual who died prior to 

1950 and

(A) to whom a primary insurance benefit was 

paid for any month prior to 1950, or 

(B) on the basis of whose wages a monthly benefit 

for any month prior to 1952 was paid or a lump-sum 

death payment was made, 

the primary insurance amount of such individual for January 

1950 and for each month thereafter shall be the amount in 

column II of 'the table which is on the line on which in 

column I appears his primary insurance benefit. Such pri

'Mary insurance benefit shall be determined under title II 

of the Social Security Act as in effect prior to the enact

ment of this Act; except that in the case of any World War 

II veteran the provisions of section 217 (a) of the' Social 
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Security Act as amended by this Act shall, if it results in 

entitlement to a higher primary insurance benefit, be appli

cable in lieu of section 210 of such Act as in effect prior to 

the enactment of this Act. 

(4) In the case of an individual who died prior to 

1950, to whom a primary insurance benefit was not paid, 

and on the basis of whose wages no monthly benefit for any 

month prior to 1952 was paid and no lump-sum death pay

ment was made, the primary insurance amount of such 

individual shall be determined under section 215 of the 

Social Security Act as amended by this Act. 

(c) The primary insurance benefit of any individual 

to whom subsection (b) (1) is applicable shall (for pur'

poses of column I of the table) be whichever of the follow

ing is the larger: (A) The primary insurance benefit paid 

to such individual for the last month prior to 1950 for which 

he was paid such benefit, or (B) if the primary insurance 

benefit is recomputed by the Administrator pursuant to the 

following provisions of this subsection, the primary insurance 

benefit as so recomputed. For the purposes of the preceding 

sentence the Administrator shall recompute, without appli

cation therefor, the primary insurance benefit for December 

1949 of any individual to whom subsection (b) (1) is 

applicable if ,such individual in such month rendered serv

ices for wages of $15 or more, or if such individual is a 
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1 World War II veteran; such recomputation to be made in 

2 the same manner as if such individual had filed application 

3 for, and was entitled to, a recomputation for December 

4 1949 under section 209 (q) of the Social -Security Act 

5prior to its amendment by this Act, except that in making 

6 such recomputation section 217 (a) of the Social Security 

7 Act as amended by this Act shall be applicable if such 

8individual is a World War II veteran. 

(d) If, the primary insurance amount of an individual 

10 is determined from the table, the average monthly wage of 

11such individual shall, for the purposes of section 203 (a) 

12of the Social Security Act as amended by this Act,-be the 

13 amount-which appears in column III of the table on the line 

14 on which appears in column II the amount of his primary 

15insurance amount. Such average monthly wage shall not, 

16 for the purposes of such section 203 (a), be reduced as the 

17 result of any recomputation of the primary insurance 

18amount under section 215 (g) of the, Social Security Act 

19as amended by this Act. 

20 (e) In the case of any individual to whom. paragraph. 

21 (1) or (3) of subsection (b) is applicable and the amount 

22 of whose primary insurance benefit falls between the 

23amounts on any two consecutive lines in column I of the 

24table; his primary insurance amount, and his average 
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1 monthly wage for the purposes of section 203 (a) of the 

2 Social Security Act as amended by this Act, shall be deter

3 mined in accordance with regulations of the Administrator 

14 designed to obtain results consistent with those obtained 

5 pursuant to subsections (b) and (d) . 

6 TITLE II-AMENDMENTS TO INTERNAL 

7 REVENUE CODE 

8 RATE OF TAX ON WAGES 

9 SEC. 201. (a) Clauses (2) and (3) of section 1400 of 

10 the Internal Revenue Code are amended to read as follows: 

11 "(2) With respect to wages received during the 

12 calendar year 1950, the rate shall be 11i per centum. 

13 "(3) With respect to wages received during the 

14 calendar years 1951 to 1969, both inclusive, the rate 

15 shall be 2 per centum. 

16 "(4) With respect to wages received during the 

17 calendar years 1970 to 1979, both inclusive, the rate 

18 shall be 21 per centum. 

19 "(5) With respect to wages received after Decem

20 ber 31, 1979, the rate shall be 3 per centurm." 

21 (b) Clauses (2) and (3) of section 1410 of the In

22 ternal Revenue Code are amended to read as follows: 

23 " (2) With respect to wages paid during the calen

24 dar year 1950, the rate shall be I' per centum. 
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1 "(3) With respect to wages paid during the calen

2 dar years 1951 to 1969, both inclusive, the rate shall 

3 be 2 per centum. 

4 "(4) With respect to wages paid during the calen

5 dar years 1970 to 1979, both inclusive, the rate shall 

6 be 21-per centum.' 

7 "(5) With respect to wages paid after, December 

8 31, 1979, the rate shall be 3 per centumn." 

9 EXEMPTION OF NONPROFIT ORGANIZATIONS 

10 SEc. 202. (a) Section 1410 of the Internal Revenue 

11 Code is a-mended by striking out "SEC. 1410. RATE OF TAX." 

12and inserting in lieu thereof: 

13 "SEC. 1410. IMPOSITION OF TAX. 

14 

15 

16 

17 

18 

"(a) RATE OF TAX.-" 

and by adding at the end of such section the following: 

"(b) EXEMPTION.-For exemption of certain nonp

organizations from the tax imposed by this section, 

section 1412." 

rofit 

see 

19 

20 

21 

22 

(b) Part II of subchapter A of chapter 9 of 

Internal Revenue Code' is amended by adding at the 

thereof the following new section: 

"SEC. 1412. EXEMPTION OF CERTAIN NONPROFIT 

the 

-end 

OR. 

23 GANIZATIONS. 

24 

25 

"(a) 

poration, 

EXEMPTION.-An~y employer which 

community chest, fund, or foundation, 

is a cor-

organized 
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1 and operated exclusively for religious, charitable, scientific, 

2 literary, or educational purposes, or for the prevention of 

3 cruelty to children or animals, no part of the net earnings 

4 of which inures to the benefit of any private shareholder 

5 or individual, and no substantial part of the activities of 

6 which is carrying on propaganda, or otherwise attempting, to 

7 influence legislation, shall be exempt from the tax imposed 

8 by section 1410; but such exemption shall not be applicable 

9 with respect to wages paid by such employer during the 

10 period for which a waiver, filed by such employer pursuant 

1-1 to subsection (b) of this section, is in effect. 

12 "(b) WArvEu. OF EXEMPTION.-AnI employer de

13 scribed in subsection (a) may waive its 'exemption from 

14 the tax imposed by section 1410 by filing a waiver thereof 

15 in su'ch form and manner, and with such official, as may be 

16 prescribed by regulations made under. this subchapter. 

17 Such waiver shall be effective for the period begin

18 ning with the first day following the close of the cal

19 endar quarter in which such waiver is filed, but in no case 

20 shall such period begin prior to January 1, 1950. The 

21 period covered by such waiver may be terminated by the 

22 employer, effective at the end of a calendar quarter, upon 

23 giving two years' advance, notice in writing, but only if 

24 the waiver has been in effect for not less than five years 

25 prior to the receipt of such notice. Suich notice of termina
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1 tion may be revoked by the employer by giving, prior to 

2 the close of the calendar quarter specified in the notice of 

3 termination, a written notice of such revocation. Notice of 

4 termination or of revocation thereof shall be ifiled in such 

5 formn and manner, and with such official, as may be pre

6 scribed by regulations made under this subchapter. 

7 "(c) TERMINATION OF W~ivER. PERIOD BY COMMIS

8 SIONER.-Jf the Commissioner finds that any employer 

9 which filed a waiver pursuant to this section has failed to 

10 comply substantially with the requirements of this sub

11 chapter or is no longer able to comply therewith, the Corn

12missioner shl giesc mlyer not less than sixty days' 

13 advance notice in writing that the period covered by such 

14 waiver will terminate at the end of the calendar quarter 

15 specified in such notice. Such notice of termination may 

16 be revoked by the Commissioner by giving, prior to the 

17 close of the calendar quarter specified in the notice of ter

18 mination, written notice of such revocation to the employer. 

19 No notice of termination or of revocation thereof shall be 

20 given under this subsection to an employer without the prior 

21 concurrence of the Federal Security Administrator.. 

22 "(d). No RENEWAL OF WAIVER.-In the event the 

23 period covered by a waiver filed pursuant to this section is 

24 terminated by the employer, no waiver may again be made 

25bysuchemployer pursuant to this section." 
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1 (c) The amendments made by this section shall be 

2 applicable only with respect to remuneration paid after 1949. 

3 FEDERAL SERVICE 

4 SEC. 203. (a) Part II of subchapter A of chapter 9 

5 of the Internal Revenue Code is amended by adding after 

6 section 1412 (added by section 202 of this Act) the follow

'7 ing new section: 

8 "SEC. 1413. INSTRUMENTALITIES OF THE UNITED STATES. 

9 "Notwithstanding any other provision of law (whether 

10 enacted before or after the enactment of this section) which 

11 grants to any instrumentality of the United States an exemp

12 tion from taxation, such instrumentality shall not be exempt 

13 from the tax imposed by section 1410 unless such other. pro

14 vision of law grants a specific exemption, by reference to 

15 section 1410, from the tax imposed by such section." 

16 (b) Section 1420 of the Internal Revenue Code is 

17 amended by adding at the end thereof the following new 

18 subsection: 

19 " (e) FEDERAL SERVICE.-In the case of the taxes im

20 posed by this subchapter with respect to service performed 

21 in the employ of the United States or in the employ of 

22 any instrumentality which is wholly owned by the United 

23 States, the determination whether an individual has per

24 formed service which constitutes employment as defined 

25 in section 1426, the determination-of the amount of remu
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1 neration for such service which constitutes wages as defined 

2 in such section, and the return and payment of the taxes im

3 posed by this subchapter, shall be made by the head of the 

4 Federal agency or instrumentality having the control of such 

5service, or by such agents as such head may designate., The 

6 person making such return may, for convenience of admnums

7 tration, make payments of the tax imposed under section 

8 1410 with respect to such service without regard to the 

9 $3,000 limitation in section 1426 (a) (1), and he shall not 

10 be required to obtain a refund of the tax paid under section 

11 1410 on that part of the remuneration not included in wages 

12 by reason of section 1426 (a) (1) . The provisions of this 

13 subsection shall be applicable in the case of service per

14 formed by a civilian employee, not compensated from funds 

15 appropriated by the Congress, in the Army and Air Force 

16 Exchange Service, Army and Air Force Motion Picture 

17 Service, Navy Ship's Service Stores, Marine Corps Post Ex

18 changes, or other activities, conducted by an instrumentality 

19 of the United States subject to the jurisdiction of the Secre

20 tary of Defense, at installations of the National Military 

21 Establishment for the comfort, pleasure, contentment, and 

22 mental and physical improvement of personnel of such 

23 Establishment; and for purposes of this subsection the 

24 Secretary of Defense shall be deemed to be the head of 

25 such instrumentality." 
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(c) Section 1411 of the Internal Revenue Code is 

amended by adding at the end thereof the following new 

sentence: "For the purposes of this section, in the case of 

remuneration received from the l~nited States or a wholly 

owned instrumentality thereof during any -calendar year 

after the calendar year 1949, each head of a Federal agency 

or instrumentality who makes a return pursuant to section 

1420 .(e) and each agent, designated by the head of 'a 

Federal agency or instrumentality, who makes a return 

pursuant to such section shall be deemed a separate 

employer.". 

(d) The amendments made by this section shali be 

applicable only with respect to remuneration paid after 

1949. 

DEFINITION OF WAGES 

SEC. 204. (a) Section 1426 (a) of the Internal 

Revenue Code is amended to read as follows: 

" (a) WAGES.-The term 'wages' means all remunaera;

tion for employment, including the cash value of all remail

neration paid in any medium other than cash; except that 

such term shall not include

"(1) That part of the remuneration which, after 

remuneration (other than remuneration referred to in 

the succeeding paragraphs of this subsection) equal to 

$3,000 with respect to employment has been, paid to 
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1 an individual by an employer during any calendar year, 

2 is paid to such individual by such employer during such 

3 calendar, year. If an employer during any calendar 

4 year acquires substantially all the property used in a 

5 trade or business of another person (hereinafter referred 

6 to as a predecessor), or used in a separate unit of a trade 

7 or business of a predecessor, and immediately after the 

8 acquisition employs in his trade or business an individual 

9 who immediately prior to the acquisition was employed 

10 in the trade or business of such predecessor, then, for 

11 the purpose of determining whether such employer has 

12 paid remuneration (other than remuneration referred 

18 to in the succeeding paragraphs of this subsection) with 

14 respect to employment equal to $3,000 to such indi

15 vidual during such calendar year, any remuneration 

16 with respect to employment paid (or considered under 

17 this paragraph as having been paid) to such individual 

18 by such predecessor during such calendar year and prior 

19 to such acquisition shall be considered as having been 

20 paid by such employer; 

21 "(2) The amount of any payment made to, or on 

22 behalf of, an employee under a plan or system estab-' 

23 lished by an employer which makes provision for his 

24 employees generally or for a class or classes of his em-' 

25 -ployees (including any amount paid- by an employer 



11


1 for insurance or annuities, or into a fund, to provide for 

2 any such -payment), on account of (A) retirement, or 

3 (B) sickness or accident disability, or (C) medical or 

4 hospitalization expenses in connection with sickness or 

5 accident disability, or (D) death; 

6 " (3) Any payment made to an employee (includ

7 ing any a-mount paid by an employer for insurance or 

8 annuities, or into a fund, to provide for any such pay

9 ment) on account of retirement; 

10 " (4) Any payment on account of sickness or acci

11 dent disability, or medical or hospitalization expenses 

12 in connection with sickness or accident disability, made 

13 by an employer to, or on behalf of, an employee after 

14. the expiration of six calendar months following the last 

15 calendar month in which the employee worked for such 

16 employer; 

17 " (5) Any payment made to, or on behalf of, an 

18 employee (A) from or to a trust exempt from tax 

19 under section 165 (a) at the time of such payment 

20 unless such payment is made to an employee of the 

21 trust as remuneration for services rendered as such 

22 employee and not as a beneficiary of the trust, or (B) 

23 under or to an annuity -plan which, at the time of such 

24 payment, meets the requirements, of section 165 (a) 

25 (3), (4), (5), and (6); 
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1 "(6) The payment by an employer (without de

2 duction from the remuneration of the employee) (A) 

3 of the tax imposed upon an employee tinder section 

4 1400, or (B) of any payment required from an employee 

5 under a State unemployment compensation law; 

6 "(7) Remuneration paid in any medium other than 

7 cash to an employee for service not in the course of the 

8 employer's trade or business (including domestic service 

9 in a private home of the employer) ; or 

10 "(8) Any payment (other than vacation or sick 

11 pay) made to an employee after the month in which he 

12 attains the age of sixty-five, if he did not work for the 

13. employer in the period for which such payment- is made. 

:14 Tips and other cash remuneration customarily received by 

15an employee in the course of his employment from persons 

16 other than the person employing him shall, for the purposes 

17 of this subchapter, be considered as remuneration paid to 

18 him by his employer; except that, in the case of tips, only 

19 50 much of the amount thereof received during any calendar 

20 quarter as the employee, before the expiration of ten days 

21L after the close of such quarter, reports in writing to his 

22employer as having been received by bim in such quarter 

23 shall be considered as remuneration paid by his employer, 

24 and the amount so reported shall be considered as having 
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been paid to him by his employer on the date on which 

such report is made to the employer." 

(b) Section 1401 (d) of the Internal Revenue Code 

is amended by adding at the end thereof the following new 

paragraph: 

" (3) SPECIAL RULES IN THE CASE OF FEDERAL 

AND STATE EMPLOYEES.

" (A) Federal Employees.-In the case of re

muneration received from the United States or a, 

wholly owned instrumentality thereof during any 

calendar year after the calendar year 1949, each 

head of a Federal agency or instrumentality who 

makes a return pursuant to section 1420 (e) and 

each agent, designated by the head of a Federal 

agency or instrumentality, who makes a return pur

suant to such section shall, for the purposes of 

sub~section (c) and paragraph (2) of this subsec

tion, be deemed a separate employer; and the term 

'wages' includes, for the purposes of paragraph (2) 

of this subsection, the amount, not to exceed $3,000, 

determined by each such head or agent as consti

tuting wages paid to an employee. 

"(B) State Employees.-For the purposes of 

paragraph (2) of this subsection, in the case of 

HI. R. 6297-8. 
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1 remuneration received during any calendar year 

2 after the calendar year 1949, the term 'wages' 

3 includes remuneration for services covered by an 

4 agreement made pursuant to section 218 of the 

5 Social Security Act; the term 'employer' includes 

6 a State or any political subdivision thereof, or any 

7 instrumentality of any one or more of the foregoing; 

8 the term 'tax' or 'tax imposed by section 1400' 

9 includes, in the case of services covered by an 

10 agreement made pursuant to section 218 of the 

11 Social Security Act, an amount equivalent to the 

1L2 tax which would be imposed by section 1400, if 

13 such services constituted employment as defined in 

14 section 1426; and the provisions of paragraph (2) 

15 of this subsection shall apply whether or not any 

16 amount deducted from the employee's remuneration 

17 as a result of an agreement made pursuant to sec

18 tion 218 of the Social Security Act has been paid 

19 to the Secretary of the Treasury." 

20 (c) The amendment made by subsection (a) of this 

21 section shall be applicable only with respect to remuneration 

22 paid after 1949. In the case of remuneration paid prior to 

23 1950, the determination under section 1426 (a) (1) of the 

24 Internal Revenue Code (prior to its amendment by this 

25 Act) of whether or not such remuneration constituted wages 
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1 shall be ma~de as if subsection (a) of this section had not 

2 been enacted and without inferences drawn from the fact 

3 that the amendment made by subsection (a) is not made 

4 applicable to periods prior to 1950. 

5 DEFINITION OF EMPLOYMENT 

6 SEc. 205. (a) Effective January 1, 1950, section 1426 

7 (b) of the Internal Revenue Code is amended to read as 

8 follows: 

9 " (b) EMPLOYMENT.-The term 'employment' means 

10 any service performed after 1936 and prior to 1950 

11 which was employment for the purposes of this sub

12 chapter under the law applicable to the period in which 

13 such service was performed, and any service, of -whatever 

14 nature, performed after 1949 either (A) by an employee 

1-5 for the person employing hin, irrespective of the citizen

16 ship or residence of either, (i) within the United States, or 

17~ (ii) on or in connection with an American vessel or Airer

1.8S ican aircraft under a contract of service which is entered into 

19 within the United States or during the performance of 

20 which the vessel or aircraft touches at a port in the United 

21 States, if the employee is employed on and in connection 

22 with such vessel or aircraft when outside the United States, 

23or (B) outside the United States by a citizen of the United 

24 States as an employee for an American employer (as defined 

25 in subsection (i) of this section) ; except that, in the case of 
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ii service performed after 1949, such term shall not include

2 "(1) Agricultural labor (as defined in subsection 

3 (li) of this section); 

4 " (2) (A) Service not in the course of the em

5 ployer's trade or business (including domestic service 

6 in a private homne of the employer) performed on a farm 

7 operated for profit; 

8 " (B) Domestic service performed in a local college 

9 -club, or local chapter of a college fraternity or sorority, 

10 by a student who is enrolled and is regularly attending 

11 classes at a school, college, -or university; 

12 " (3) Service not in the course of the employer's 

13 trade or business performed in any calendar quarter by 

14 an employee, unless the cash remuneration paid for such 

15 service is $25 or more and such service is performed 

16 by an individual who is regularly employed by such 

17 employer to perform such service. For the purposes of 

18 this paragraph, an individual shall be deemed to be 

19 regularly employed by an employer during a calendar 

20 quarter only if (A) such individual performs for such 

21 employer service not in the course of the employer's 

22 trade or business during some portion of at least six days 

23 during such quarter, each day being in a different calen

24 dar week, or (B) such individual was regularly em

25 ployed (as determined under clause (A) ) by such 
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employer in the performance of such service during the 

preceding calendar quarter. As used. in this paragraph, 

the term 'service not in the course of the employer's 

trade or business' includes domestic service in a private 

home of the employer; 

" (4) Service performed by an individual in the 

employ of his son, daughter, or spouse, and service 

performed by a child under the age of twenty-one in 

the employ of his father or mother; 

" (5) Service performed by an individual on or in 

connection with a vessel not an American vessel, or 

on or in connection with an aircraft not an American 

aircraft, if the individual is employed on and in connec

tion with such vessel or aircraft when outside the United 

States; 

"(6) Service performed in the employ of any in

strumentality of the United States, if such instrumen

tality is exempt from the tax imposed by section 1410 

by virtue of any provision of law which specifically 

refers to such section in granting such exemption; 

" (7) Service performed in the employ of the 

United States, or in the employ of any instrumentality 

of the United States which is partly or wholly owned by 

the United States, but only if (i) such service is covered 

by a retirement system, established by a law of the, 
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1 United States, for employees of the United States or of 

2 such instrumentality, or (ii) such service is performed

3 " (A) by the President or Vice President of 

4 the United States or by a Member, Delegate, or 

5 Resident Commissioner, of or to the Congress; 

6 " (B) in the legislative branch; 

7 " (C) in the field service of the Post Office 

8 Department; 

9 " (D) in or under the Bureau of the Census of 

10 the Department of Commerce by temporary emi

11 ployees employed for the talking of any census; 

12 " (E) by any employee who is excluded by 

13 Executive order from the operation of the Civil 

14 Service Retirement Act of 1930 because he is paid 

15 on a contract or- fee basis; 

16 " (F) by any employee receiving nominal com

-1 pensation of $12 or less per annum, 

18 " (G) in a hospital, home, or other institution 

19 of the United States by a patient or inmate thereof; 

20 " (H) by any employee who is excluded by 

21 Executive order from the operation of the Civil 

22 Service Retirement Act of 1930 because he is 

23 serving under a temporary appointment pending 

24 final determination of eligibility for permanent or 

2)5 indefinite appointment; 
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1 "(I) by any consular agent appointed under 

2 authority of section 551 of the Foreign Service Act 

3 of 1946 (22 U. S. C., sec. 951) ; 

4 " (J) by any employee included under section 

5 2 of the Act of August 4, 1947 (relating to certaiu 

6 interns, student nurses, and other student employees 

7 of hospitals of the Federal Government; 5 U. S. C., 

8 sec. 1052) 

9 "(K) in the employ of the Tennessee Valley 

10 Authority in a position which is covered by a retire

11 ment system established by such Authority; 

12 " (L) by any employee serving on a temporary 

13 basis in case of fire, storm, earthquake, flood, or 

14 other emergency; or 

-15 "(M) by any employee who is employed 

16 under a Federal relief program to relieve him from 

17 unemployment; 

18 " (8) (A) Service (other than service to which 

19 subparagraph (B) of this paragraph is applicable) 

20 performed in the employ of a State, or any political 

21 subdivision thereof, or any instrumentality of any one 

22 or more of the foregoing which is wholly owned by one 

23 or more States or political subdivisions; 

24 " (B) Service performned in the employ of any 

25 political subdivision of a State in connection with the 
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1 operation of any public transportation system unless such 

2 service is performed by an employee whose service is 

3 not included under an agreement entered into pursuant 

4 to the provisions of section 218 of the Social Security 

5 Act and who

6 " (i) became an employee of such political sub

7 division in connection with and at the time of its 

8 acquisition after 1936 of such transportation system 

9 or any part thereof; and 

10 " (i) prior to such acquisition rendered serv

11 ices which constituted employment in connection 

1.2 with the operation of such transportation system or 

13 part thereof. 

14 In the case of an employee described in clauses (i) and 

15 (ii) who became such an employee in connection with 

16 a~n acquisition made, prior to 1950, this subparagraph 

17 shall not be applicable with respect to such employee 

18 if the political subdivision employing him files with the 

19 Commissioner prior to January 1, 1950, a statement 

20 that it does not favor the inclusion under this subpara

21 graph of any individual who became an employee in 

22 connection with such acquisitions made prior to 1950. 

23 For the purposes of this subparagraph the -term 'political 

24 subdivision' includes an instrumentality of one or more 

25 political subdivisions of a State; 
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1 "(9) Service performed by a duly ordained, corn

2 missioned, or licensed minister of a church in the 

3 exercise of his ministry' or by a member of a religious 

4 order in the exercise of duties required by such order; 

~5 " (10) Service performed by an individual as an 

6 employee or employee representative as defined in 

7 section 1532; 

8 "(1) (A) Service performed in any calendar 

9 quarter in the employ of any organization exempt from 

10 income tax under section 101, if the remuneration for 

11 such service is less than $100; 

12 "(B) Service performed in the employ of a school, 

13 college, or university if such service is performed by 

14 a student who is enrolled and is regularly attending 

15 classes at such school, college, or university; 

16 " (12) Service performed in the employ of a foreign 

17 government (including service as a consular or other 

18 officer or employee or a nondiplomatic representative) 

19 "(13) Service performed in the employ of an in

20 strumentality wholly owned by a foreign government

21 " (A) If the service is of a character similar 

22 to that performed in foreign countries by employees 

23 of the United States Governme~nt or of an instru

24 mentality thereof; and 

25 "(B) If the Secretary of State shall certify to 
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1 the Secretary of the Treasury that the foreign gov

2 ermient, with respect to whose instrumentality and 

39 employees thereof exemption is claimed, grants an 

4 equivalent exemption with respect to similar service 

5 performned in the foreign country by employees of 

6 the U-nited States Government and of instrumnen

7 talities thereof ; 

8 " (14) Service performed as a student nurse in the 

9 employ of a hospital or a nurses' training school by an 

10 individual who is enrolled and is regularly attending 

11 classes in a nurses' training school chartered or approved 

12 pursuant to State law; and service performed as an 

13 intemne in the employ of a hospital by an individual who 

-14 has completed a four years' course in a medical school 

15 chartered or approved pursuant to State law; 

16 " (15) Service performed by an individual in (or 

17 as an officer or member of the crew of a vessel while 

18 it is engaged in) the catching, taking, harvesting, cul

19 tivating, or farming of any kind of fish, shellfish, crus

20 tacea, sponges, seaweeds, or other aquatic forms of 

21 animal and vegetable life (including service performed 

22 by any such individual as an ordinary incident to any 

23 such activity), except (A) service performed in con

24 nection with the catching or taking of salmon or halibut, 

25 for commercial purposes, and (B) service performed 
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1 on or in connection with a vessel of more than ten net 

2 tons (determined in the manner provided for deter

3 mining the register tonnage of merchant vessels under 

4 the laws of the United States) 

5 "(16) (A) Service performed by an individual 

6 under the age of eighteen in the delivery or distribution 

7 of newspapers or shopping news, not including delivery 

S or distribution to any point for subsequent delivery or 

9 distribution; 

10 " (B) Service performed by an individual in, and 

11 at the time of, the sale of newspapers or magazines to 

12 ultimate consumers, uinder an arrangement under which 

13 the newspapers or magazines are to be sold by him 

14 at a fixed price, his compensation being based on the 

15 retention of the excess of such price over the amount 

16 at which the newspapers or magazines are charged to 

17 him, whether or not he is guaranteed a minimum 

18 amount of compensation for such service, or is entitled 

19 to be credited with the unsold newspapers or magazines 

20 turned back; 

21 "(17) Service performed in the employ of an 

22 international organization; or 

23 "(18) Service performed by an individual in the 

24 sale or distribution of goods or commrodities for another 

25 person, off the premises of such person, under an arrange
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1 ment whereby such individual receives his entire re

2muneration (other than prizes) for such service directly 

3 from the purchasers of such goods. or commodities, if such 

4 person makes no provision (other than by correspond

5 ence) with respect to the training of such individual for 

6 the performance of such service and imposes no require

7 ment upon such individual with respect to (A) the fit

8 ness of such individual to perform such service, (B) the 

9 geographical area in which such service is to be per

10 formed, (C) the volume of goods or commodities to be 

11 sold or distributed, or (D) the selection or solicitation of 

12 customers." 

13 (b) Effective January 1, 1950, section 1426 (e) of the 

14 Internal Revenue Code is amended to read as follows: 

15 "(e) STATE, AND so FoRTH

16 " (1) The term 'State' includes Alaska, Hawaii, 

17 and the District of Columbia. 

-18 " (2) CITIZEN.-An individual who is a citizen of 

19 Puerto Rico or the Virgin Islands (but not otherwise a 

20 citizen of the United States) and who is not a resident 

21 of the 'United States shall not be considered for the pur

22 poses of this section, as a citizen of the 'United States." 

23 (c) Section 1426 ('g) of the Internal Revenue Code 

24 is amended by striking out " (g) American Vessel.-" and 
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1 inserting in lieu thereof " (g) American Vessel and Air

2 craft.-",. and by striking out the period at the end of such 

3 subsection and inserting in lieu thereof the following: "; and 

4 -the term 'American aircraft' means an aircraft registered 

5 under the laws of the United States." 

6 (d) Section 1426 (h) of the Internal Revenue Code 

'7 is amended to read as follows: 

8 " (h) AGRICULTURAL LABOR.-The term 'agricultural 

9 labor' includes all services performed

10 "(1) On a farm, in the employ of any person, in 

11 connection with cultivating the soil, or in connection 

12 with raising or harvestiiig any agricultural or horticul

13 tural commodity, including the raising, shearing, feeding, 

14 caring for, training, and management of livestock, bees, 

15 poultry, and fur-bearing animals and wildlife. 

16 " (2) In the employ of the owner or tenant or other 

17 operator of a farm, in connection with the operation, 

18 management, conservation, improvement, or mainte

19 nance of such farm and its tools and equipment, or in 

20 salvaging timber or clearing land of brush and other 

21 debris left by a hurricane, if the major part of such 

22 service is performed on a farm. 

23 " (3) In connection with the production or liar

24 vesting of any commodity defined as an agricultural 
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commodity in section 15 (g) of the Agricultural Mar

keting Act, as amended, or in connection with the 

ginning of cotton. 

"(4) (A) In the employ of the operator of a farm 

in handling, planting, drying, packing, packaging, 

processing, freezing, grading, storing, or delivering to 

storage or to market or to a carrier for transportation to 

market, in its unmanufactured state, any agricultural or 

horticultural commodity; but only if such operator pro

duced more than one-half of the commodity with respect 

to which such service is performed. 

" (B) In the employ of a group of operators of 

farms (other than a cooperative organization) in the 

performance of services described in subparagraph (A), 

but only if such operators produced all of the com

modity with respect to which such service is performed. 

For the purposes of this subparagraph, any unincor

porated group of operators shall be deemed a coopera

tive organization if the number of operators comprising 

such group is more than twenty at any time during 

the calendar quarter in which such service is performed. 

" (C) The provisions of subparagraphs (A) and 

(B) shall not be deemed to be applicable with respect 

to service performed in connection with commercial 

canning or commercial freezing or in connection 'with 
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1 any agricultural or horticultural commodity after its 

2 delivery to a terminal market for distribution for 

3 consumption. 

4 As used in this section, the term 'farm' includes stock, 

5 dairy, poultry, fruit, fur-bearing animnal, and truck farms, 

6 plantations, ranches, nurseries, ranges, greenhouses or other 

7 similar structures used primarily for the raising of agricul-

S tural or horticultural commodities, and orchards." 

9 (e) Section 1426 of the Internal Revenue' Code is 

10 amended by striking out subsections (i) and (j) and insert

11 ing in lieu thereof the following: 

12 " (i) A1MERICAN EXvPLoYER.-The term 'American 

13 employer' means an employer which is (1) the United 

14 States or any instrumentality thereof, (2) an individual 

15 who is a resident of the United States, (3) a partnership, 

16 if two-thirds or more of the partners are residents of the 

17 United States, (4) a trust, if all of the trustees are residents 

18 of the 'United States, or (5) a corporation organized under 

19 the laws of the United States or of any State." 

20 (f) Section 1426 (c) of the Internal Revenue Code is 

21 amended by striking out "paragraph (9) " and inserting ina 

22 lieu thereof "paragraph (10) " 

23 (g) The amendments made by subsections (c), (d), 

24, (e), and (f) of this section shall be applicable only with 

25 respect to services performed after 1949. 
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1 DEFINITION OF EMPLOYEE 

2 SEc. 206. (a) Section 1426 (d) of the Internal Reve

3 nue Code is hereby amended to read as follows: 

4 "(d) EMpLovEE,.-The term 'employee' means

5 " (1) any officer of a corporation; or 

6 " (2) any individual who, under the usual corn

7 mon law rules applicable in determining the employer

8 employee relationship, has the status of an employee. 

9 For purposes of this paragraph, if an individual (either 

10 alone or as a member of a group) performs service for 

11 any other person under a written contract expressly, 

12 reciting that such person shall have complete control 

13 over the performance of such service and that such in

14 dividual is an employee, such individual with respect 

15 to such service shall, regardless of any modification 

16 not in writing, be deemed an employee of such person 

17 (or, if such person is an agent or employee with re

18 spect to the execution of such contract, the employee 

19 of the principal or employer of such person) ; or 

20 "(3) any individual (other than an individual 

21 who is an employee under paragraph (1) or (2) of this 

22 subsection) who performs services for remuneration 

23 for any person

24 " (A) as an outside salesman in the manufac

25 turing or wholesale trade; 
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"(B) as a full-time life insurance salesman; 

"(C) as a driver-lessee of a taxicab; 

"(D) as a home worker on materials or goods 

which are furnished by the person for whom the 

services are performed and which are required to be 

returned to such person or to a person designated 

by him; 

"(E) as a contract-logger; 

"(F) as a lessee or licensee of space within 

a mine when substantially all of the product of such 

services is required to be sold or turned over to the 

lessor or licensor; or 

" (G) as a house-to-house salesman if under 

the contract of service or in fact such individual (i) 

is required to meet a minimum sales quota, or (ii) 

is expressly or impliedly required to furnish the 

services with respect to designated or regular cus

tomers or customers along a prescribed route, or 

(ill) is prohibited from furnishing the same or 

similar services for any other person-

if the contract of service contemplates that substantially 

all. of such services (other than the services described 

in subparagraph (F) ) are to be performed personally 

by such individual; except that an individual shall not 

I. R. 6297-9 
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1 be included in the term 'employee' under the provi

2 sions of this paragraph if such individual has a substan

3 tial. investment (other than the investment by a sales

4 man in facilities for transportation) in the facilities of 

5 the trade, occupation, business, or profession. with 

6 respect to which the services are performed, or if the 

7 services are in the nature of a single transaction not 

8 part of a continuing relationship with the person for 

9 whom the services are performed." 

10 (b) The amendment made by this section shall be ap

plicable only with respect to services performed after 1949. 

12 SELF-EMPLOYMENT INCOME 

13 SEC. 207. (a) Chapter 9 of the Internal Revenue Code 

14 is amended by adding at the end thereof the following new 

15 subchapter: 

16 "SUBCHAPTER F-TAX ON SELF-EMPLOYMENT 

17 INCOME 

18 "SEC. 1640. RATE OF TAX. 

19 "In addition to other taxes, there shall be levied, col

20 lected, and paid for each taxable year beginning after IDe

21 cember 31, 1949, upon the sell-employment income of every 

22 individual, a tax as follows: 

23 "(1) In the case of any taxable year beginning 

24in 1950, the tax shall be equal to 21 per centum. of 
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1 the amount of the sell-employment income for such 

2 taxable year. 

3 "(2) In the case of any taxable year beginning 

4 after December 31, 1950, and before January 1, 1970, 

5 the tax shall be equal to 3 per centum of the amount 

6 of the sell-employment income for such taxable year. 

7 " (3) In the case of any taxable year beginning 

8 after December 31, 1969, and before January 1, 1980, 

9 the tax shall be equal to 3~ per centum of the amount 

10 of the self-employment income for such taxable year. 

11 "4(4) In the case of any taxable year beginning 

12 after December 31, 1979, the tax shall be equal to 41, 

13 per centum of the amount of the sell-employment income 

14 for such taxable year. 

15 "SEC. 1641. DEFINITIONS. 

16 "For the purposes of this subchapter

17 " (a) NIET EARNINGS FRom SELF-EMPILOYMENT.-The 

18 term 'net earnings from sell-employment' means the gross 

19 income, as computed under chapter 1, derived by an indi

20 vidual from any trade or business carried on by such indi

21 vidual, less the deductions allowed under such chapter which 

22 are attributable to such trade or business, plus his distributive 

23 share (whether or not distributed) of the net income or loss, 

24 as computed under such chapter, from any trade or busi
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ness carried on by a partnership of which he is a member; 

except that in computing such gross inacome and deductions 

and such distributive share of partnership 'net income or 

loss

"(1) There shall be excluded rentals from real estate 

(including personal property leased with the real estate) 

and deductions attributable thereto, unless such rentals 

are received in the course of a trade or business as a 

real estate dealer; 

" (2) There shall be excluded income derived from 

any trade or business in which, if the trade or business 

were carried on exclusively by employees, the major 

portion of the services would constitute agricultural labor 

as defined in section 1426 (h) ; and there shall be ex

cluded all deductions attributable to such income; 

"(3) There shall be excluded dividends on any 

share of stock, and interest on any bond, debenture, note, 

or certificate, or other evidence of indebtedness, issued 

with interest coupons or in registered form by any cor

poration (including one issued by a government or po

litical subdivision thereof) unless such dividends and 

interest are received in the course of a trade or business 

as a dealer in stocks or securities; 

" (4) There shall be excluded any gain or loss 

(A) which is considered under chapter 1 as gain or loss 
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from the sale or exchange of a capital asset, (B) from 

the cutting or disposal of timber if section 117 (j) is 

applicable to such gain or loss, or (C) from the sale, 

exchange, involuntary conversion, or other disposition 

of property if such property is neither (i) stock in 

trade or other property of a kind which would properly 

be includible in inventory if on hand at the close of the 

taxable year, nor (ii) property held primarily for sale 

to customers in the ordinary course of the trade or 

business; 

"(5) The deduction for net operating losses pro

vided in section 23 (s) shall not be allowed; 

" (6) (A) If any of the income -derived from a 

trade or business (other than a trade or business car

rned on by a partnership) is community income under 

community-property laws applicable to such income, 

all of the gross income and deductions attributable to 

such trade or business shall be treated as the gross in

come and deductions of the husband unless the wife 

exercises substantially all of the management and con

trol of such trade or business, in which case all of such 

gross income and deductions shall be treated as the 

gross income anaI deductions of the wife; 

" (B) If any portion of a partner's distributive share 

of the net income or loss from a trade or business carried 
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1 on by a partnership is community income or loss under 

2 the community-property laws applicable to such share, all 

3 of such distributive share be included in computing 

4 the net earnings from self-employment of such partner, 

5 and no part of such share shall be taken into account in 

6 computing the net earnings from sell-employment of the 

7 spouse of such partner; 

8 " (7) There shall be excluded income derived from 

9 a trade or business of publishing a newspaper or other 

10 publication having a paid circulation, together with the 

11 income derived from other activities conducted in con

12 nection with such trade or business; and there shall be 

13 excluded all deductions attributable to such income. 

14 If the taxable year of a partner is different from that 

15 of the partnership, the distributive share which he is 

16 required to include in computing his net earnings from self

17 employment shall be based upon the net income or loss of 

18 the partnership for any taxable year of the partnership 

19 (even though beginning prior to January 1, 1950) end

20. ing within or with his taxable year. 

21 " (b) SELF-EMPLOYMENT INCOME.-The term 'self

22 employment income' means the net earnings from self

23 employment derived by an individual (other than a non

24 resident alien individual) during any taxable year beginning 
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after December 31, 1949; except that such term shall not 

include

"1(1) That part of the net earnings from self-

employment which is in excess of: (A) $3,000, minus 

(B) the amount of the wages paid to such.. individual 

during the taxable year; or 

" (2) The net earnings from self-employment, if 

such net earnings for the taxable year are less than 

$400. 

For the purposes of clause (1) the term 'wages' includes 

remuneration paid to an employee if -such remuneration 

is for services included under an agreement entered into-

pursuant to the provisions of section 218 of the Social 

Security Act (relating to coverage of State employees) . 

An individual who is a citizen of Puerto Rico or the Virgin 

Islands (but not otherwise a citizen of the United States) 

and who is not a resident of the United States shall be 

considered, for the purposes of this subsection, as a non-~ 

resident alien individual. 

" (c) TRADE or. BUSINESS.-The term 'trade or busi

ness'2, when used with reference to self-employment income 

or net earnings from sell-employment, shall have the same 

meaning as when used in section 23, except that such term 

24shall not include
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1 "(1) The performance of the functions of a public 

2 office; 

3 "(2) The performance of service by an individual 

4 as an employee (other than service described in sec

5 tion 1426 (b) (16) (B) or section 1426 (b) (18) 

6 performed by an individual who has attained the age of 

7 eighteen) 

8 "(3) The performance of service by an individual 

9 as an employee or employee representative as defined 

10 in section -1532; 

11 " (4) The performance of service by a duly or

12 dained, commissioned, or licensed minister of a church 

13 in the exercise of his ministry or by a member of a 

14 religious order in the exercise of duties required by 

15 such order; or 

16' "(5) The performance of service by an individual 

17 in the exercise of his profession as a physician, lawyer, 

18 dentist, osteopath, veterinarian, chiropractor, or optome

19 trist, or as a Christian Science practitioner, or as an 

20 aeronautical, chemical, civil, electrical, mechanical, met

21 allturgical, or mining engineer; or the performance of 

22 such service by Apartnership. 

23 " (d) EMPLoYEE A-ND WAGES.-The term 'employee' 

24 and the term 'wages' shall have the same meaning as when 

25 used in subchapter A of this chapter. 
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"(e) TAXABLE YEAR.-The term 'taxable year' shall 

have the same meaning as when used in chapter 1; and 

the taxable year of any individual shall be a calendar year 

unless he has a different taxable year for the purposes of 

chapter 1, in which case his taxable year for the purposes 

of this subchapter shall be the same as his taxable year under 

chapter 1. 

"SEC. 1642. NONDEDUCTIBILITY OF TAX. 

"For the purposes of the income tax imposed by chapter 

1 or by any Act of Congress in substitution theref or, the 

tax imposed by section 1640 shall not be allowed as a deduc

tion to the taxpayer in computing his net income for any 

taxable year. 

"SEC. 1643. COLLECTION AND PAYMENT OF TAX. 

"(a) ADmINISTRATION.-The tax imposed by this sub

chapter shall be collected by the B~ureau of Internal Revenue 

under the direction of the Secretary and shall be paid into 

the Treasury of the United States as internal revenue collec

tions. 

" (b) ADDITION To TAx IN CASE OF DELINQUJENCY.

If the tax is not paid when due, there shall be added, as part 

of the tax, interest at the rate of 6 per centum per annum 

from the date the tax became due until paid. 

" (C) METHOD OF COLLECTION AND PAYMENT.-Such 

tax shall be collected and paid in such manner, at such times, 
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and under such conditions, not inconsistent with this sub

chapter, as may be prescribed by the Commissioner with 

the approval of the Secretary. 

"(d) FRACTIONAL PARTS OF A CENT.-In the pay

ment of any tax under this subchapter a fractional part of 

a cent shall be disregarded unless it amounts to one-half cent 

or more, in which case it shall be increased to one cent. 

"SEC. 1644. OVERPAYMENTS AND UNDERPAYMENTS. 

"If more or less than the correct amount of tax imposed 

by section 1640 is paid with respect to any taxable year, the 

amount of the overpayment shall be refunded, and.- the 

amount of the underpayment shall be collected, in .such man

ner and at such times (subject to the applicable statute of 

limitations provided in section 3312 or 3313) as may be 

prescribed by regulations made under this subchapter. 

"SEC. 1645. RULES AND REGULATIONS. 

"The Coimmissioner, with the approval of the Secretary, 

shall make and publish such rules and regulations as may be 

necessary for the enforcement of this subchapter. 

"SEC. 1646. OTHER LAWS APPLICABLE. 

"All provisions of law (including penalties and statutes, 

of limitations) applicable with respect to the tax imposed 

by section 2700 shall, insofar as applicable and not in-con

sistent with the provisions of this subchapter, be applicable 

with respect to the tax imposed by this subchapter. 
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1 "SEC. 1647. TITLE OF SUBCHAPTEIR. 

2 , "This subchapter may be cited as the 'Self-Employment 

3 Contributions Act'." 

4 I (b) Section 3801 of the Internal Revenue Code is 

5 amended by adding at the end thereof the following new 

6 subsection: 

7 " (g) TAxES IMPOSED BY CHAPTER 9.-The provisions 

8 of this section shall not be construed to apply to any tax 

9 imposed by chapter 9." 

10 MISCELLANEOUS AMENDMENTS 

11 SEc. 208. (a) (1). Section 1607 (b) of the Internal 

12 Revenue Code is amended to read as follows: 

13 " (b) WAGEs.-The term 'wages' means all remunera

14 tion for employment, including the cash value of all remu

15 neration paid in any medium other than cash; except that 

16 such term shall not include

17 " (1) That part of the remuneration which, after 

18 remuneration (other than remuneration referred to in 

19 the succeeding paragraphs of this subsection) equal to 

20 $3,000 with respect to employment has been paid to 

21 an individual by an employer during any calendar year 

22 is paid to such individual by such employer during such 

23~ calendar year. If an employer during any calendar


24 year acquires substantially all the property used in a


25 trade or business of another person (hereinafter referred
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to as a predecessor) , or used in a separate unit of a 

trade or business of a predecessor, and immediately 

after the acquisition employs in his trade or business 

an individual who immediately prior to the acquisition 

was employed in the trade or business of such prede

cessor, then, for the purpose of determining whether 

such employer has paid remuneration (other than 

remuneration referred to in the succeeding paragraphs 

of this subsection) with respect to employment equal 

to $3,000 to such individual during such calendar year, 

any remuneration with respect to employment paid (or 

considered under this paragraph as having been paid) 

to such individual by such predecessor during such cal

enda'r year and prior to such acquisition shall be con

sidered as having been paid by such employer; 

" (2) The amount of any payment made to, or on 

behalf of, an employee under a plan or system estab

lished by an employer which makes provision for his 

employees generally or for a class or classes of his em

ployees (including any amount paid by an employer 

for insurance or annuities, or into a fund, to provide for 

any such payment) , on account of (A) retirement, or 

(B) sickness or accident disability, or (C) medical or 

hospitalization expenses in connection with sickness or 

accident disability, or (D) death; 
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1 "(3) Any payment made to an employee (includ

2 ing any amount paid by an employer for insurance or 

3 annuities, or into a. fund, to provide for any such pay

4 ment) on account of retirement; 

5 " (4) Any payment on account of sickness or acci

6 dent disability, or medical or hospitalization expenses in 

7 connection with sickness or accident disability, made 

8 by an employer to, or on behalf of, an employee after 

9 the expiration of six calendar months following the last 

10 calendar month in which the employee worked for such 

11 employer; 

12 "()Any payment made to, or on behalf of, an 

13 employee (A) from or to a trust exempt from tax under 

14 section 165 (a) at the time of such payment unless such 

15 payment is made to an employee of the trust as re

16 muneration for services rendered as such employee and 

17 not as a beneficiary of the trust, or (B) under or to an 

18 annuity plan which, at the time of such payment, meets 

19 the requirements of section 165 (a) (3), (4), (5), 

20 and (6) ; 

21 " (6) The payment by an employer (without de

22 duction from the remuneration of the employee ) (A) 

23 of the tax imposed upon an employee under section 1400, 

24 or (B) of any payment required from an employee under 

25 a State unemployment compensation law; 
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1 "(7) Remuneration paid in any medium other than 

2 cash to an employee for service not in the course of the 

3 employer's trade or business; or 

4 "(8) Any payment (other than vacation or sick 

5 pay) made to an employee after the month in which he 

6 attains the age of sixty-five, if he did not work for the 

7 employer in the period for which such payment is made. 

8 Tips and other cash remuneration customarily received by 

9an employee in the course of his employment from persons 

1-0 other than the person employing him shall, for the purposes 

11 of this subchapter, be considered as remuneration paid to 

12 him by his employer; except that, in the case of tips, only 

13 so much of the amount thereof received during any calendar 

14 quarter as the employee, before the expiration of ten days 

:15 after the close of such quarter, reports in writing to his 

16 employer as having been received by him in such quarter 

17 shall be considered as remuneration paid by his employer, 

18 and the amount so reported shall be considered as having 

1-9 been paid to him by his employer on the date on which 

20 such report is made to the employer."' 

21 (2) The amendment made by paragraph (1) shall be 

22 applicable only with respect to remuneration paid after 1949. 

23 In the case of remuneration paid prior to 1950, the deter

24 mination under section 1607 (b) (1) of the Internal 
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1 Revenue Code (prior to its amendment by this Act) of 

2 whether or not such remuneration constituted wages shall be 

3 made as if paragraph (1) of this subsection had not been 

4 ..enacted and without inferences drawn from the fact that 

5 the amendment made by paragraph (1) is not made appli

6 cable to periods prior to 1950. 

7 (b) (1) Section 1607 (c.) (3) of the Internal Revenue 

8 Code is amended to read as follows: 

9 " (3) Service not in the course of the employer's 

10 trade or business performed in any calendar quarter by 

11 an employee, unless the cash remuneration paid for such 

12 service is $25 or more and such service is performed 

13 by An individual who is regularly employed by such 

:14 employer to perform such service. For the purposes of 

15 this paragraph, an individual shall be deemed to be 

16 regularly employed by an employer during a calendar 

17 quarter only if (A&) such individual performs for such 

18 employer service not in the course of the employer's 

19 trade or business during some portion of at least six 

20 days during such quarter, each day being in a different 

21 calendar week, or (B) such individual was regularly 

22 employed (as determined under clause (A) ) by such 

23 employer in the performance of such service during 

24 the preceding calendar quarter;". 
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1 (2) Section 1607 (c) (10) (A) (i) of the Internal 

2 Revenue Code is amended by striking out "does not exceed 

3 $45" and inserting in lieu thereof "is less than $100". 

4 (3) Section 1607 (c) (10) (E) of the Internal Rev-, 

5 enue Code is amended by striking out "in any calendar quar

6 ter" and by striking out ", and the remuneration for such 

7service does not exceed $45 (exclusive of room, board, and 

8tuition) ". 

9 (4) The amendments made by paragraphs (1), (2), 

10 and (3) shall be applicable only with respect to services 

11 performed after 1949. 

12 (c) (1) Section 1621 (a) (4) of the Internal iReve

13 nue Code is amended to read as follows: 

14 " (4) for service not in the course of the employer's 

15 trade or business performed in any calendar quarter by 

16 an employee, unless the cash remuneration paid for such 

17 service is $25 or more and such service is performed by 

18 an individual who is regularly employed by such em

19 ploye~r to perform such service. For the purposes of 

20 this paragraph, an individual shall be deemed to be 

21 regularly employed by an employer during a calendar 

22 quarter' only if (A) such individual performs for such 

23 employer service not in the course of the employer's 

24 trade or business during some portion of at lea-st six days 

25 during such quarter, each day being in a different calen
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dar week, or (B) such individual was regularly em

ployed (as determined under clause (A) ) by such 

employer in the performance of such service during the 

preceding calendar quarter;". 

(2) Section 1621 (a) of the Internal Revenue Code 

is amended by striking out paragraph (9) thereof and 

inserting in lieu thereof the following: 

"(9) for services performed by a duly ordained, 

commissioned, or licensed minister of a church in the 

exercise of his ministry or by a member of a religious 

order in the exercise of duties required by such order; or 

" (10) (A) for services performed by an indi

vidual under the age of eighteen in the delivery or dis

tribution of newspapers or shopping news, not including 

delivery or distribution to any point for subsequent 

delivery or distribution; or 

" (B) for services performed by an individual in, 

and at the time of, the sale of newspapers or magazines 

to ultimate consumers, under an arrangement under 

which the newspapers or magazines are to be sold by 

him at a fixed price, his compensation being based on 

the retention of the excess of such price over the 

amount at which the newspapers or magazines are 

charged to him, whether or not he is guaranteed a 

HI. 	 R. 6297-10 
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minimum amount of compensation for such service, or 

is entitled to be credited with the unsold newspapers 

or magazines turned back. 

Tips and other cash remuneration customarily received by 

an employee in the course of his employment from persons 

other than the person employing him shall, for the purposes 

of this subchapter, be considered as remuneration paid to 

him by his employer; except that, in the case of tips, only 

so much of the amount thereof received during any calendar 

quarter as the employee, before the expiration of ten days 

after the close of such quarter, reports in writing to his 

employer as having been received by him in such quarter 

shall be considered as remuneration paid by his employer, 

and the amount so reported shall be considered as having 

been paid to him by his employer on the date on which 

such report is made to the employer." 

(3) The amendments made by paragraphs (1) and 

(2) shall be applicable only with respect to remuneration 

paid after 1949. 

(d) Effective January 1, 1950, section 1403 (b) of 

the Internal Revenue Code is amended by striking out "of 

not more than $5." and inserting in lieu thereof the follow

ing-: "of $5. Such penalty shall be assessed and collected 

in the same manmer as the tax imposed by section 1410." 
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1(e) Effective January 1, 1950, section 165 of the 

2 Internal Revenue Code is amended by adding a new sub

3 section to read: 

4 "(d) For the purposes of this section and of sections 

5 22 (b) (2) (B) and 23 (p), the term 'employee' shall be 

6 construed to mean a person inicluded within the definition 

7 of employee under the provisions of section 1426 of this 

8 Code." 

9 TITLE III-AMENIDMENTS TO PUBLIC ASSIST

10 ANCE AND CHILD WELFARE PROVISIONS 

11 OF THE SOCIAL SECURITY ACT 

12 PART 1-OLD-AGE ASSISTANCE 

13. REQUIREMENTS OF STATE OLD-AGE ASSISTANCE PLANS 

14 SEC. 301. (a) Clauses (4) and (5) of subsection (a) 

15 of section 2 of the Social Security Act are a-mended to read: 

16 " (4) provide for granting an opportunity for a fair hearing 

17 before the State agency to any individual whose claim for 

18 old-age assistance is denied or is not acted upon within a 

19 reasonable time; (5) provide such methods of administra

20 tion as are found by the Administrator to be necessary for 

21 the proper and efficient operation of the plan, including 

22 (A) methods relating to the establishment and maintenance 

23 of personnel standards on a merit basis, except that the 

24 Administrator shall exercise no authority with respect to 
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1 the selection, tenure of office, and compensation of any in

2 dividual employed in accordance with such methods, and 

3 (B) a training program for the personnel necessary to the 

4 administration of the plan;". 

5 (b) Such subsection is further amended by striking out 

6 "and" before clause (8) thereof, and by striking out the 

7 period at the end of such subsection and inserting in lieu 

8 thereof a. semicolon and the following new clauses: 

9 " (9) provide that all individuals wishing to make applica

10 tion for old-age assistance shall have opportunity to do so, 

11 and that old-age assistance shall be furnished promptly to all 

12 eligible individuals; and (10) effective July 1, 1953, pro

1-3 vide, if the plan includes payments to individuals in private 

14 or public institutions, for the establishment or designation of 

15 a State authority or authorities which shall be responsible 

16 for establishing and maintaining standards for such 

17 institutions." 

18 (c) The amendments made by subsections (a) and 

19 (b) shall take effect July 1, 195 1. 

20 COMPUTATION OF FEDERAL PORTION OF OLD-AGE 

21 ASSISTANCE 

22 SEC. 302. (a) Section 3 (a) of the Social Security Act 

23 is amended to read as follows: 

24 "SEC. 3. (a) From the sums appropriated therefor, the 

25 Secretary of the Treasury shall pay to each State which has 
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an approved plan for old-age assistance, for each quarter, 

beginning with the quarter commencing October 1, 1949, 

(1) in the case of any State other than Puerto, Rico and 

the Virgin Islands, an amount, which shall be used ex

clusively as old-age assistance, equal to the sum of the 

following proportions of the total amounts expended during 

such quarter as old-age assistance under the State plan, not 

counting so much of such expenditure with respect to any 

individual for any month as exceeds $50

"(A) four-fifths of such expenditures, not counting 

so much of the expenditures with respect to any month 

as exceeds the product of $25 multiplied by the total 

number of such individuals who received old-age assist

ance for such month, plus 

" (B) one-half of the amount by which such ex

penditures exceed the product obtained under clause 

(A) , not counting so much of the expenditures with 

respect to any month as exceeds the product of $35 

multiplied by the total number of such individuals who 

received old-age assistance for such month, plus 

" (C) one-third of the amount by which such ex

penditures exceed the sum of the products obtained under 

clauses (A) and (B) ; 

and (2) in the case of Puerto Rico and the Virgin Islands, 

an amount, which shall be used exclusively as old-age assist
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ance, equal to one-half of the total of the sums expended 

during such quarter as old-age assistance under the State 

plan, not counting so much of such expenditure with respect 

to any individual for any month as exceeds $30, and (3) in 

the case of any State, an amount equal to one-half of the total 

of the sums expended during such quarter as found necessary 

by the Administrator for the proper and efficient adminis

tration of the State plan, which amount shall be used for 

paying the costs of administering the State plan or for old-

age assistance, or both, and for no other purpose." 

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

effect October 1, 1949. 

DEFINITION OF OLD-AG~E ASSISTANCE 

SEC. 303. (a) Section 6 of the Social Security Act is 

amended to read as follows: 

"DEFINITION 

"SEC. 6. For purposes of this title, the term 'old-age 

assistance' means money payments to or medical care in 

behalf of needy individuals who are sixty-five years of age or 

older, but does not include money payments to or medical 

care in behalf of any individual who is an inmate of a public 

institution (except as a patient in a medical institution) and, 

effective July 1, 1951, does not include money payments to 

or medical care in behalf of any individual (a) who is a 

patient in an institution for tuberculosis or mental diseases, 
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1 or (b) who has been diagnosed as having tuberculosis or 

2 phychosis and is a patient in a medical institution as a result 

3 thereof." 

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

5 take effect October 1, 1949. 

6 PART 2-AID To DEPENDENT CHILDREN 

'7 REQUIREMENTS OF, STATE PLANS FOR AID TO DEPENDENT 

8 CHIILDREN 

9 SEc. 321. (a) Clauses (4) and (5) of subsection (a) 

1-0 of section 402 of the Social Security Act are amended to 

11 read as follows: " (4) provide for granting an opportunity 

12 for a fair hearing before the State agency to any individual 

13 whose claim for aid to dependent children is denied or is 

14 not acted upon within a reasonable time; (5) provide such 

15 methods of administration as are found by the Administra

16 tor to be necessary for the proper and efficient operation 

17 of the plan, including (A) methods relating to the estab

18 lishment and maintenance of personnel standards on a merit 

19 basis, except that the Administrator shall exercise no author

20 ity with respect to the selection, tenure of office, and corn

21 pensation of any individual employed in accordance with 

22 such methods, and (B) a training program for the person

23 nel necessary to the administration of the plan ;". 

24 (b) Such subsection is further amended by striking 

25 out "and" before clause (8) thereof, and by striking out 
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the period at the end of such subsection and inserting in 

lieu thereof a semicolon and the following new clauses: 

"(9) provide that all individuals wishing to make appli

cation for aid to dependent children shall have opportunity 

to do so, and that aid to dependent children shall be 

furnished promptly to all eligible individuals; (10) pro

vide for prompt notice to appropriate law-enforcement 

officials of the furnishing of aid to dependent children in 

respect of a child who ha~s been deserted or abandoned by a 

parent; and (11) provide that no aid will be furnished any 

individual under the plan with respect to any period with 

respect to which he is receiving old-age assistance under 

the State plan approved under section 2 of this Act." 

(c) The amendments made by subsections (a) and 

(b) shall take effect July 1, 1951. 

COMPUTATION OF FEDERAL PORTION OF AID TO 

DEPENDENT CHILDREN 

SEC. 322. (a) Section 403 (a) of the Social Security 

Act is amended to read as follows: 

"SEC. 403. (a) From the sums appropriated therefor, 

the Secretary of the Treasury shall pay to each -State which 

has an approved plan for aid to dependent children, for 

each quarter, beginning with the quarter commencing October 

1, 1949, (1) in the case of any State other than Puerto 

Rico and the Virgin Islands, an amount, which shall be 
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used exclusively as aid to dependent children, equal to the 

sum of the following proportions of the total amounts ex

pended during such quarter as aid to dependent children 

under the State plan, not counting so much of such expendi

ture with respect to any dependent child for any month 

as exceeds $27, or if there is more than one dependent child 

in the same home, as exceeds $27 with respect to one such 

dependent child and $18 with respect to each of the other 

dependent children, and -not counting so much of such 

expenditure for any month with respect to a relative with 

whom any dependent child-is living as exceeds $27

I" (A) four-fifths of such expenditures, not counting 

s0 much of the expenditures with respect to any month 

as exceeds the product of $15 multiplied by the total 

number of dependent children and other individuals 

with respect to whom aid to dependent children is paid 

for such month, plus 

" (B) one-half of the amount by which such ex

penditures exceed the product obtained under clause 

(A), not counting so much of the expenditures with 

respect to any month as exceeds the product of $21 

multiplied by the total number of dependent children 

and other individuals with respect to whom aid to 

dependent children is paid for such month, plus 

" (C) one-third of the amount by which such 
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1 expenditures exceed the sum of the products obtained 

2 under clauses (A) and (B) 

3 and (2) in the case of Puerto Rico a~nd the Virgin Islands, 

4 an amount, which shall be used exclusively as aid to de

5 pendent children, equal to one-half of the total of the sums 

6 expended during such quarter ~as aid to dependent children 

'7 under the State plan, not counting so much of such expendi

8 ture with respect to any dependent child for any month as 

9 exceeds $18, or if there is more than one dependent child 

10 in the same home, as exceeds $18 with respect to one such 

11 dependent child a~nd $12 with respect to each of the other 

12 dependent children, and (3) in the case of any State, an 

13 a-mount equal to one-half of the total of the sums expended 

14 during such quarter as found necessary by the Administrator 

15 for the proper and efficient administration of the State plan, 

16 which amount shall be used for paying the costs of admin

17 istering the State plan or for aid to dependent children, or 

18 both, and for no other purpose." 

19 (b) The amendment made by subsection (a) shall take 

20 effect October 1, 1949. 

21 DEFINITION OF AID TO DEPENDENT CHILDREN 

22 SEc. 323. (a) Section 406 of the Social Security Act 

23 is amended by striking out subsection (b) and inserting in 

24 lieu thereof the following: 

25 cc(b) The term 'aid to dependent children' means money 
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1 payments with respect to or medical care in behalf of a 

2 dependent child or dependent children, and (except when 

3 used in clause (2) of section 403 (a) ) includes money 

4 payments or medical care for any month to meet the needs 

5 of the relative with whom any dependent child is living 

6 if money payments have been made under the State plan 

7 with respect to such child for such month; 

8 "( c) The term 'relative with whom any dependent 

9 child is living' means the individual who is one of the 

10 relatives specified in subsection (a) and with whom such 

11 child is living (within the meaning of such subsection) in 

12 a. place of residence maintained by such individual (himself 

13 or together with any one or more of the other relatives so 

14 specified) as his (or their) own home." 

is (b) The amendment made by subsection (a) shall take 

16 effect October 1, 1,949. 

17 PART 3-CIIILD--WELFARE SERVICES 

18 SEC. 331. (a) Section 521 (a) of the Social Security 

19 Act is amended by striking out "$3,500,000" and inserting 

20 in lieu thereof "$7,000,000", by striking out "$20,000" and 

21 inserting in lieu thereof "$40,000", and by striking out the 

22 third sentence thereof and inserting in lieu of such sentence 

23 the following: "The amount so allotted shall be expended for 

24 payment of part of the cost of district, county, or other local 

25 child-welfare services in areas predominantly rural, for devel
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oping State services for the encouragement and assistance of 

adequate methods of community child-welfare organization in 

areas predominantly rural and other areas of special need, 

and for paying the cost of returning any runaway child who 

has not attained the age of sixteen to his own community in 

another State in cases in which such return is in the interest 

of the child and the cost thereof cannot otherwise be met." 

(b) The amendments made by subsection (a) shall be 

effective with respect to fiscal y1ears beginning ,after June 

30, 1950. 

PART 4-AID TO THE BLIND 

REQUIREMENTS OF STATE PLANS FOR AID TO THE BLIND 

SEC. 341. (a) Clauses (4) and (5) of subsection (a) 

of section 1002 of the Social Security Act are amended 

to read as follows: " (4) provide for granting an oppor

tunity for a fair hearing before the State agency to any in

dividual whose claim for aid to the blind is denied or is not 

acted upon within a reasonable time; (5) provide such 

methods of administration as are found by the Administrator 

to be necessary for the proper and efficient operation of the 

plan, including (A) methods relating to the establishment 

and maintenance of personnel standards on a merit basis, 

except that the Administrator shall exercise no authority 

with respect to the selection, tenure of office, and compensa

tion of any individual employed in accordance with such 
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methods, and (B) a training program for the personnel 

necessary to the administration of the plan;". 

(b) Clause (7) of such subsection is amended to read 

as follows: " (7) provide that no aid will be furnished any 

individua~l under the plan with respect to any period with 

respect to which he is receiving old-age assistance under the 

State plan approved under section 2 of this Act or aid to 

dependent children under the State plan approved under 

section 402 of this Act;". 

(c) (1) Effective for the period beginning October 1, 

1949, and ending June 30, 1951, clause (8) of such 

subsection is amended to read as follows: " (8) provide that 

the State agency shall, in determining need, take into con

sideration any other income and resources of an individual 

claiming aid to the blind; except that the State agency may 

(in making such determination) disregard such amount of 

earned income, not to exceed $50 per month, as the State 

agency, administering that part of the State plan of voca

tional rehabilitation (approved under the Vocational Reha

bilitation Act (29 U. S. C., ch. 4) ) which relates to 

vocational rehabilitation of the blind, certifies will serve to 

encourage or assist the blind to prepare for, engage in, 

or continue to engage in remunerative employment to the 

maximum extent practicable ;". 

(2) Effective July 1, 1951, such clause (8) is amended 
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to read as follows: " (8) provide that the State agency shall, 

in determining need, take into consideration the special 

expenses arising from blindness, and any other income and 

resources of the individual claiming aid to the blind; except 

that, in determining need, the State agency (A) shall not 

consider any income or resources which are not predictable 

or are not actually available to the individual, and (B) may 

disregard such amount of earned income, not to exceed $50 

per month, as the State agency, administering that part of 

the State plan of vocational rehabilitation (approved under 

the Vocational Rehabilitation Act (29 U. S. C., ch. 4) ) 

which relates to vocational rehabilitation of the blind, 

certifies will serve to encourage or assist the blind to prepare 

for, engage in, or to continue to engage in remunerative 

employment to the maximum extent practicable;". 

(d) Such subsection is further amended by striking out 

"and" before clause (9) thereof, and by striking out the 

period at the end of such subsection and inserting in lieu 

thereof a semicolon and the following new clauses: " (10) 

provide that, in determining whether an individual is blind, 

there shall be an examination by a physician skilled in 

diseases of the eye or by an optometrist; (11) effective 

July 1, 1951, provide that all individuals wishing to make 

application for a-id to the blind shall have opportunity to 

do so, and that aid to the blind shall be furnished promptly 
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.1 to all eligible individuals; and (12) effective July 1, 1953, 

2 provide, if the plan includes payments to individuals in 

3 private or public institutions, for the establishment or desig

4 nation of a State authority or authorities which shall be 

5 responsible for establishing and maintaining standards for 

6 such institutions." 

7 (e) The amendments made by subsection (d) shall 

8 take effect October 1, 1949; and the amendments made 

9 by subsections (a) and (b) shall take effect July 1, 1951. 

10 RESIDENCE REQUIREMENT 

11 SEC. 342. Subparagraph (1) of section 1002 (b) of 

12 the Social Security Act is amended to read as follows: 

13 "(1) Any residence requirement which excludes 

14 any resident of the State who has resided therein con

15 tinuously for one year immediately preceding the appli

16 cation for aid, except that the State may impose, 

17 effective until July 1, 1951, any residence requirement 

18 which is not in excess of the requirement of residence 

19 contained on July 1, 1949, in its State plan approved 

20 under this title on or prior to such date; or". 

21 COMPUTATION OF FEDERAL1 PORTION OF AID TO THlE BLIND 

22 SEC. 343. (a) Section 1003 (a) of the Social Security 

23 Act is amended to read as follows: 

24 "SEC. 1003. (a) From the sums appropriated therefor, 

25 the Secretary of the Treasury shall pay to each State which 
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has an approved plan for aid to the blind, for each quarter, 

beginning with the quarter commencing October 1, 1949, 

(1) in the case of any State other than Puerto Rico and 

the Virgin Islands, an amount, which shall be used ex

clusively as aid to the blind, equal to the sum of the fol

lowing proportions of the total amounts expended during 

such quarter as aid to the blind under the State plan, not 

counting so much of such expenditure with respect to any 

individual for any month as exceeds $50

" (A) four-fifths of such expenditures, not counting 

so much of the expenditures with respect to any month 

as exceeds the product of $25 multiplied by the total 

number of such individuals who received aid to the 

blind for such month, plus 

"(B) one-half of the amount by which such ex

penditures exceed the product obtained under clause 

(A), not counting so much of the expenditures with 

respect to any month as exceeds the product of $35 

multiplied by the total number of such individuals who 

received aid to the blind for such month, plus 

"(C) one-third of the amount by which such ex

penditures exceed the sum of the products obtained 

under clauses (A) and (B) 

and (2) in the case of Puerto Rico and the Virgin Islands, 

an amount, which shall be used exclusively as aid to the 
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blind, equal to one-half of the total of the sums expended 

during such quarter as aid to the blind under the State plan, 

not counting so much of such expenditure with respect to 

any individual for any month as exceeds $30, and (3) in 

the case of any State, an amount equal to one-half of the 

total of the sums expended during such quarter as found 

necessary by the Administrator for the proper and efficient 

administration of the State plan, which amount shall be 

used for paying the costs of administering the State plan 

or for aid to the blind, or both, and for not other purpose." 

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

effect October 1, 1949. 

DEFINITION OF AID TO THlE BLIND 

SEC. 344. (a) Section 1006 of the Social Security Act 

is amended to read as follows: 

"4DEFINITION 

"SEC. 1006. F3or purposes of this title, the term 'aid 

to the blind' means money payments to or medical care in 

behalf of blind individuals who are needy, but does not 

include money payments to or medical care in behalf of any 

individual who is an inmate of a public institution (except 

as a patient in a medical institution) and, effective July 1, 

1951, does not include money payments to ~or medical care 

in behalf of any individual (a) who is a patient in an insti-

HI. R. 6297-11 
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tution for tuberculosis or mental diseases, or (b) who lias 

been diagnosed as having tuberculosis or psychosis and is a 

patient- in a medical institution as a result thereof." 

(b) The amnendment made by subsection (a) shall take 

effect October 1, 1949. 

APPROVAL OF CERTAIN STATE PLANS 

SEC. 345. (a) In the case of any State (as defined in 

the Social Security Act, but excluding Puerto Rico and the 

Virgin Islands) which did not have on January 1, 1949, 

a State plan for aid to the blind approved under title X 

of the Social Security Act, the Administrator shall approve 

a plan of such State for aid to the blind for purposes of such 

title X, even though it does not meet the requirements of 

clause (8) of section 1002 (a) of thie'S'ocial Security Act, 

if it meets all other requirements of such title X for an ap

proved plan for aid to the blind; but payments under section 

1003 of the Social Security Act shall be made, in the case 

of any such plan, only with respect to expenditures there

under which would be included as expenditures for purposes 

of such section tinder a plan approved under such title X 

without regard to the provisions of this section. 

(b) The provisions of subsection (a) shall be effective 

oily for the period beginning October 1, 1949, and ending 

June 30, 1953. 
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1 PART 5-AID TO THE PERMANENTLY AND TOTALLY 

2 DISABLED 

3 SEC. 351. The Social Security Act is further amended 

4 by adding after title XIII thereof the following new title: 

5 "TITLE XIV-GRANTS TO STATES FOR AID TO 

6 TilE PERMANENTLY AND TOTALLY DIS

7 ABLED 

8 "APPROPRIATION 

9 "SE~C. 1401. For the purpose of enabling each State to 

10 furnish financial assistance, as far as practicable under the 

11L conditions in such State, to needy individuals who are per

12 manently and totally disabled, there is hereby authorized 

13 to be appropriated for the fiscal year ending June 30, 1950, 

14 the sum of $50,000,000, and there is hereby authorized to 

15 be appropriated for each fiscal year thereafter a sum suffi

16 cient to carry out the purposes of this title. The sums made 

17 available under this section shall be used for making pay

18 ments to States which have submitted, and had approved 

19 by the Administrator, State plans for aid to the permanently 

20 and totally disabled. 

21 "STATE PLANS FOR AID TO THE PERMANENTLY AND 

22 TOTALLY DISABLED 

23 "SEC. 1402. (a) A State plan for aid to the per

24 manently and totafly disabled must (1) provide that it shall 
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1 be in effect in all political subdivisions of the State, and, if 

2 administered by them, be mandatory upon them; (2) pro

3 -vide for financial participation by the State; (3) either 

4 provide for the establishment or designation of a single State 

5 agency to administer the plan, or provide for the establish

6 ment or designation of a single State agency to supervise 

7 the administration of the plan; (4) provide for granting an 

8 opportunity for a fair hearing before the State agency to any 

9 individual -whose claim for aid to the permanently and 

10. totally disabled is denied or is not acted upon within a 

11 reasonable time; (5) provide such methods of adminis

12 tration as are found by the Administrator to be necessary 

13 for the proper and efficient operation of the plan, including 

14 (A) methods relating to the establishment and maintenance 

15 of personnel standards on a merit basis, except that the 

16 Administrator shall exercise no authority with respect to the 

17 selection, tenure of office, and compensation of any indi

18 vidual employed in accordance with such methods, and 

19 (B) a training program for the personnel necessary to the 

20 administration of the plan; (6) provide that the State agency 

21 will make such reports, in such form and containing such 

22 information, as the Administrator may from time to time 

23 require, and comply with such provisions as the Admin

24 istrator may from time to time find necessary to assure 

25 the correctness and verification of such reports; (7) 
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provide that no aid will be furnished any individual under 

the plan with respect to any period with respect to 

which he is receiving old-age assistance under the 

State plan approved under section 2 of this Act, aid to 

dependent children under the State plan approved under 

section 402 of this Act, or aid to the blind under the State 

plan approved under section 1002 of this Act; (8) provide 

that the State agency shall, in determining need, take into 

consideration any other income and resources of an individual 

clalining aid to the permanently and totally disabled; (9) 

provide safeguards which restrict the use or disclosure of 

information concerning applicants and recipients to purposes 

directly connected with the administration of aid to the 

permanently and totally disabled; (10) provide that all 

individuals wishing to make application for aid to the per

manently and totally disabled shall have opportunity to do so, 

and that aid to the permanently and totally disabled shall 

be furnished promptly to all eligible individuals; and (11) 

effective July 1, 1953, provide, if the plan includes payments 

to individuals in private or public institutions, for the estab

lishment or designation of a State authority- or authorities 

which shall be responsible for establishing and maintaining 

standards for such institutions. 

" (b) The Administrator shall approve any plan which 

fulfills the conditions specified in subsection (a) , except 

H. R. 6297-12 
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1 that he shall not approve any plan which imposes, as a 

2 condition of eligibility for aid to the permanently and totally 

3 disabled under the plan

4 "(1) Any residence requirement which excludes 

5 any resident of the State who has resided therein con

6 tinu~ously for one year immediately preceding the appli

7 cation for aid, except that the State may impose, 

8 effective until July 1, 1951, any residence requirement 

9 which is not in excess of the requirement of residence 

10 contained on July 1, 1949, in its State plan for aid to 

11 the blind approved under title X on or prior to such date; 

:12 " (2) Any citizenship requirement which excludes 

13 any citizen of the U~nited States. 

14 "9PAYMENT TO STATES 

15 "SEC. 1403. (a) From the sums appropriated therefor, 

16 the Secretary of the Treasury shall pay to each State which 

17 has an approved plan for aid to the permanently and totally 

18 disabled, for each quarter, beginning with the quarter corn

'19 mencing October 1, 1949, (1) in the case of any State other 

20 than Puerto Rico and the Virgin Islands, an amount, which 

21 shall be used exclusively as aid to the permanently and 

22 totally disabled, equal to the sum of the following propor

23 tions of the total amounts expended during such quarter 

24 as aid to the permanently. and totally disabled under the 

25 State plan, not counting so much of such expenditure with 
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respect to any individual for any month as exceeds $50

" (A) four-fifths of such expenditures, not count

ing so much of the expenditures with respect to any 

month as exceeds the product of $25 multiplied by the 

total number of such individuals who received aid to 

the permanently and totally disabled for such month, 

plus_ 

" (B) one-half of the amount by which such ex

penditures exceed the product obtained under clause 

(A), not counting so much of the expenditures with 

respect to any month as exceeds the product of $35 

multiplied by the total number of such individuals who 

received aid to the permanently and totally disabled 

for such month, plus 

" (C) one-third of the amount by which such ex

penditures exceed the sum of the products obtained 

under clauses (A) and (B) 

and (2) in the case of Puerto Rico and the Virgin Islands, 

an amount, which shall be used exclusively as aid to the 

permanently and totally disabled, equal to one-half of the 

total of the sums expended during such quarter as aid to the 

permanently and totally disabled under the State plan, not 

counting so much of such expenditure with respect to any 

individual for any month as exceeds $30, and (3) in the 

case of any State, an amount equal to one-half of the total 
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1of the sums expended during such quarter as found necessary


2 by the Administrator for the proper and efficient adminis

3 tration of the State plan, which amount shall be used for 

4 paying the costs of administering the State plan or for aid 

5 to the permanently and totally disabled, or both, and for no 

6 other purpose. 

7 " (b) The method of computing and paying such 

8 amounts shall be as follows: 

9 "(1) The Administrator shall, prior to the begin

10 fling of each quarter, estimate the amount to be paid 

11 to the State for such quarter under the provisions of 

12 subsection (a) , such estimate to be based on (A) a 

13 report filed by the State containing its estimate of the 

14 total sum to be expended in such quarter in accordance 

15 with the provisions of such subsection, and stating the 

16 amount appropriated or made available by the State and 

17 its political subdivisions for such expenditures in such 

18 quarter, and if such amount is less than the State's 

19 proportionate share of the total sum of such estimated 

20 expenditures, the source or sources from which the 

21 difference is expected to be derived, (B) records show

22 ing the number of permanently and totally disabled indi

23 viduals in the State, and (C) such other investigation as 

24 the Administrator may find necessary. 

25 " (2) The Administrator shall then certify to the 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

169


Secretary of the Treasury the amount so estimated by 

the Administrator, (A) reduced or increased, as the 

case may be, by any sum by which he finds that his 

estimate for any prior quarter was greater or less than 

the amount which should have been paid to the State 

under subsection (a) for such quarter, and (B) reduced 

by a, sum equivalent to the pro rata share to which the 

United States is equitably entitled, as determined by the 

Administrator, of the net amount recovered during a 

prior quarter by the State or any political subdivision 

thereof with respect to aid to the permanently and 

totally disabled furnished under the State plan; except 

that such increases or reductions shall not be made to 

the extent that such sums have been applied to make the 

amount certified for any prior quarter greater or less than 

the amount estimated by the Administrator for such prior 

quarter: Provided, That any part of the amount re

covered from the estate of a deceased recipient which is 

not in excess of the amount expended by the State or 

any political subdivision thereof for the funeral expenses 

of the deceased shall not be considered as a basis for 

reduction under clause (B) of this paragraph. 

" (3) The Secretary of the Treasury shall there

upon, through the Fiscal Service of the Treasury IDe

partment, and prior to audit or settlement by the Gen
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eral Accounting Office, pay to the State, at the time or 

times fixed by the Administrator, the amount so 

certified. 

"OPERATIONT OF STATE; PLANS 

"SEC. 1404. In the case of any State plan for aid to 

the permanently and totally disabled which has been ap

proved by the Administrator, if the Administrator after 

reasonable notice and opportunity for hearing to the State 

agency administering or supervising the administration of 

such plan, finds

" (1) that the plan has been so changed as to 

impose any residence or citizenship requirement pro

hibited by section 1402 (b) , or that in the administra

tion of the plan any such prohibited reqairement is 

imposed, with the knowledge of such State agency, in a 

substantial number of cases; or 

" (2) that in the administration of the plan there 

is a failure to comply substantially with any provision 

required by section 1402 (a) to be included in the 

plan; 

the Administrator shall notify such State agency that further 

payments will not be made to the State until he is satisfied 

that such prohibited requirement is no longer so imposed, 

and that there is no longer any such failure to comply. Until 
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1 he is so satisfied he shall make no further certification to the 

2 Secretary of the Treasury with respect to such State. 

3 "4DEFINITION 

4 "Si~c. 1405. For purposes of this title, the term 'aid to 

5 the permanently and totally disabled' means money payments 

6 to or medical care in behalf of needy individuals who are 

7 permanently and totally disabled, but does not include money 

8 payments to or-medical care in behalf of any individual who 

9 is an inmate of a public institution (except as a patient in a 

10 medical institution) and, effective July 1, 1951, does not in

11 clude money payments to or medical care in behalf of any 

12 individual (a) who is a patient in an institution for tuber

13 culosis or mental diseases., or (b) who has been diagnosed 

14 as having tuberculosis or psychosis and is a patient in a 

15 medical institution as a result thereof." 

16 PART 6-MISCELLANEous AMENDMENTS 

17 SEc. 361. (a) Section 1 of the Social Security Act is 

1s amended by striking out "Social Security Board established 

19 by Title VII (hereinafter referred to as the 'Board') " and 

20 inserting in lieu thereof "'Federal Security Administrator 

21 (hereinafter referred to as the 'Administrator') ". 

22 (b) Section 1001 of the Social Security Act is amended 

23 by striking out "Social Security Board" and inserting in 

24 lieu thereof "Administrator". 
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(c) The following provisions of the Social Security Act 

are each amended by striking out "Board" and inserting in 

lieu thereof "Administrator": Sections 2 (a) (6) ; 2 (b) 

3 (b);4; 402 (a) (6);402 (b); 403 (b); 404; 1002


(a) (6) ; 1002 (b) (other than subparagraph (1)


thereof) ;1003 (b);and 1004.


(d)The following provisions of the Social Security Act 

are each amended by striking out (when they refer to the 

Social Security Board) "it" or "its~ and inserting in lieu 

thereof "lie", "hbim"p, or "his", as the context may require: 

Sections 2 (b) ; 3 (b) ; 4; 402 (b);403 (b);404; 1002


(b) (other than subparagraph (1) thereof) ; 1003 (b) ; aiid 

1004. 

(e) Title V of the Social Security Act is amended by 

striking out "Children's Bureau", "Chief of the Children's 

Bureau", "Secretary of Labor", and (in sections 503 (a) 

and 513 (a.) ) "Board" and inserting in lieu thereof 

"Administrator".


TITLE IV-MTISCELLANEOUS PROVISIONS 

OFFICE OF' COMMISSIONER FOR SOCIAL SECURITY 

SEC. 401. (a) Section 701 of the Social Security Act is 

amended to read: 

"cOFFICE OF COMMISSIONER FOR SOCIAL SECURITY 

"SEC. 701. There shall be in the Federal Security 

Agency a Commissioner for Social Security, appointed by
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the Administrator, who shall perform such functions relating 

to social security as the Administrator shall assign to him." 

(b) Section 908 of the Social Security Act Amend

ments of 1939 is repealed. 

REPORTS TO CONGRESS 

SEC. 402. (a) Subsection (c) of section 541 of the 

Social Security Act is repealed. 

(b) Section 704 of such Act is amended to read: 

"REPORTS 

"SEc. 704. The Administrator shall make a full report 

to Congress, at the beginning of each regular session, of the 

administration of the functions with which he is charged 

under this Act. In addition to the number of copies of such 

report authorized by other law to be printed, there is hereby 

authorized to be printed not more than five thousand 

copies of such report for use by the Administrator for dis

tribution to Members of Congress and to State and other 

public or private agencies or organizations participating in 

or concerned with the social security program." 

AMENDMENTS TO TITLE XI OF THE SOCIAL SECURITY ACT 

SEC. 403. (a) (1) Paragraph (1) of section 1101 

(a) of the Social Security Act is amended to read as follows: 

"(1) The term 'State' includes Alaska, Hawaii, and 

the District of Columbia, and when used in titles I, IV, 
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V, X, and XIV includes Puerto Rico and the Virgin 

Islands." 

(2) Paragraph (6) of section 1101 (a) of the Social 

Security Act is amended to read as follows: 

" (6) The term 'Administrator', except when the 

context otherwise requires, means the Federal Security 

Administrator." 

(3) The amendment made by paragraph (1) of this 

subsection shall take effect October 1, 1949, and the amend

ment made by paragraph (2) of this subsection, insofar as 

it repeals the definition of "employee", shall be effective only 

with respect to services performed after 1949. 

(b) Section 1102 of the Social Security Act is amended 

by striking out "Social Security Board" and inserting in lieu 

thereof "Federal Security Administrator". 

(c) Section 1106 of the Social Security Act is amended 

to read as follows: 

"DISCLOSURE OF INFORMATION IN POSSESSION OF AGENCY 

"SEC. 1106. No disclosure of any return or portion of 

a return (including information returns and other 'writtenl 

statements) filed with the Commissioner of Internal Revenue 

under title VIII of the Social Security Act or under subchap

ter A or F of chapter 9 of the Internal Revenue Code, or 

under regulations made under authority thereof, which has 
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been transmitted to the Administrator by the Commissioner 

of Internal Revenue, or of any file, record, report, or other 

paper, or any information, obtained at any time by the 

Administrator or by any officer or employee of the Federal 

Security Agency in the course of discharging the duties of 

the Administrator under this Act, and no disclosure of any 

such file, record, report, or other paper, or information, ob

tained at any time by any person from the Administrator or 

from any officer or employee of the Federal Security Agency, 

shall be made except as the Administrator may by regula

tions prescribe. Any person who shall violate any provision 

of this section shall be deemed guilty of a misdemeanor and, 

upon conviction thereof, shall be punished by a -fine not 

exceeding $1,000, or by imprisonment not exceeding one 

year, or both." 

(d) Section 1107 (a) of the Social Security Act is 

amended by striking out "the Federal Insurance Contribu

tions Act, or the Federal Unemployment Tax Act," and 

inserting in lieu thereof the following: "subchapter A, C, 

or F of chapter 9 of the Internal Revenue Code,". 

(e) Section 1107 (b) of the Social Security Act is 

amended by striking out "Board" and inserting in lieu 

thereof "Administrator", and by striking out "wife, parent, 

or child", wherever appearing therein, and inserting in lieu 
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i thereof "wife, widow, former wife divorced, child, or parent". 

2 (f) Title XI of the Social Security Act is amended by 

3 adding at the end thereof the following new section: 

4 "cFURNISHING OF WAGE RECORD AND OTHER INFORMATION 

5 "SEC. 1108. (a) (1) The Administrator is author

6 ized, at the request of any agency charged with the admin

7 istration of a State unemployment compensation law (with 

8 respect to which such State is entitled to payments under 

9 section 302 (a) of this Act) and to the extent consistent 

10 with the efficient administration of this Act, to furnish to 

11 such agency, for use by it in the administration of such law 

12 or a State temporary disability insurance law administered 

13 by it, information from or pertaining to records, including 

14 account numbers, maintained by the Administrator in ac

15 cordance with section 205' (c) of this Act. 

16 " (2) At the request of any agency, person, or organ

17 ization, the Admrinistrator is authorized, to the extent con

18 sistent with efficient administration of this Act and subject 

19 to such conditions or limitations as he deems necessary to 

20 furnish special reports on the wage and employment rec

21 ords of individuals and to conduct special statistical studies 

22 of, and compile special data with respect to, any matters 

23 related to the programs authorized by this Act. 

24 " (b) Requests under subsection (a) shall be complied 

25 with only if the agency, person, or organization making the 
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1 request agrees to make payment for the work or information 

2 requested in such amount, if any (not exceeding the cost of 

3 performing the work or furnishing the information), as may 

4 be determined by the Administrator. A State agency may 

5 make the payments for information furnished pursuant to 

6 paragraph (1) of subsection (a) by authorizing deductions 

7 from amounts certified by the Administrator under section 

8 302 (a) of this Act for payment to such State. Payments 

9, for work performed or information furnished pursuant to this 

10 section, including deductions authorized to be made from 

11 amounts certified under section 302 (a), shall be made in 

12 advance or by way of reimbursement, as may be requested 

13 by the Administrator, and shall be deposited in the Treasury 

14 as a special deposit to be used. to reimburse the appropria

15 tions (including authorizations to make expenditures from 

16 the Federal Old-Age, Survivors, and Disability Insurance 

17 Trust Fund) for the unit or units of the Federal Security 

18 Agency which performed the work or furnished the 

19 information. 

20 " (c) No information shall be furnished pursuant to this 

21 section in violation of section 1106 or regulations prescribed 

22 thereunder." 
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other purposes. 
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Social Security Act Amendments of 1950: 
A Summary and Legislative History 

THE Social Security Act Amend-T ments of 1950 became law on 
August 28, 1950, when President 

Truman affixed his signature to H. R. 
6000. The new social security bill 
became Public Law 734 (81st Con-
gress, second session). 

In signing the bill, President Tru-
man stated that "passage of this 
legislation is an outstanding achieve-
ment." He pointed out that "by 
making it possible for most families 
to obtain protection through the 
contributory insurance system, and 
by increasing insurance benefits, the 
Act will ultimately reduce depend-
ence on public charity. This meas-
ure demonstrates our determination 
to achieve real economic security for 
the American family. This kind of 
progressive, forward-looking legisla-
tion is the best possible way to prove 
that our democratic institutions can 
provide both freedom and security 
for all our citizens. 

"We still have much to do before 
our social security programs are fully 
adequate. While the new Act greatly 
increases coverage, many more peo-

by WILBUR J. COHEN and ROBERT J. MYERS* 

tees of Congress are now preparing 
to give these matters serious consid- 
eration." 

The amendments provide the first 
significant revision of the Social Se-
curity Act since the changes made by 
Congress in 1939. There are four ti-
ties in the new law: I-Amendments 
to Title II of the Social Security Act; 
II-Amendments to Internal Revenue 
Code; III-Amendments to Public As-
sistance and Maternal and Child Wel-
fare PrGvisions of the Social Security 
Act; and IV-Miscellaneous Provi-
sions. 

Summary of Chief Provisions 
Th mjrpoionofteew 

social security law may be sum-
marized briefly. They extend cover-
age and liberalize the benefits of the 
Federal old-age and survivors insur-
ance program, broaden and liberalize 
Federal grants to the States for public 
assistance and for maternal and child 
health and child welfare services, and 
restrict the authority of the Secretary 
of Labor in connection with State un-
employment insurance laws, 

who work for State and local govern
ments and are not under iretirement 
systems and to about 600,000 em
ployees of nonprofit organization§. 
Table 1 presents estimates of the 
number of persons JIn the newly coy
ered groups. 

The second major change substan
tially liberalizes the amount of bene
fits payable to individuals. Table 2 
gives estimates of the avcrage pay
ments under the old law and the new 
law, while table 3 shows illustrative 
monthly benefits under the new law. 
For a retired worker the average bene
fit is increased from around $26 a 
month to $46 for persons who are on 
the rolls now and to around $50-55 a 
mnew law takses full reieffec ert.hisin 
crewase m aeasthat, eforacma ands wife 
who are both aged 65, average bene
fits will be around $75-80 a month. 

The new law also increases insur
ance benefits for widows and orphans. 
The average monthly benefit for a 
widow and two children will be in
creased immediately from about $50 
a month to $90'-95 and to $100-105 a 
month when death occurs after the 

nalewolaw e effect.Tetaksfullcei facer 

the law will be increased from about 
$85 billion under the old law to $190 
billion immediately, which iJ almost 
as much as the face value of the life 
insurance in eff ect at the Present time 
in all the life insurance companies in 
the United States. When the new 
law becomes fully effective, in about 
2 years, the face value of life insur

ance will be about $250 billion. 
The third group of major changes 

provides for payment of benefits in 
cases in which no benefits were pay
able Previously. Benefits will now 
be paid to dependent husbands and 
dependent widowers, to children of 
insured women under certain circum
stances, and with respect to an indi
vidual who could not have met the 

insured status requirement under the 
old law but is insured under the more 

ple still need to be brought into thenelatksfulfec.Teae 
old age and survivors insurance sys- Old-Age and Survivors 

tevaluepofdlifeoinsurancedinnforceuunder 
tremse bexpndedisi coverage inuandne 
crhased nwbenefitscihod age isuranceo 

shul owbemtce b ses o 
strengthen our unemployment in-
surance system. At the same time, 
we urgently need a sys~tem of insur-
ance against loss of wages through 
temporary or permanent disability, 
These and other vital improvements 

ineeded soinaddition itotheact whic 
Iehave signeaditioday IoshalAcotwinue 
to urgve acione tonaytIs ufnshedl botius-
toessg acindIonowt thtsufiihedCommi-
inssan__ kowthtthCmmt 

*Mr CoenIs dvsertoheTecnial 
the commissioner for Social Security, 
and Mr. Myers is the Chief Actuary of the 
Social Security Administration. The 
authors wish to acknowledge the assist-
ance of Elizabeth G. Sanders of the 
Bureau of Old-Age and Survivors Insur-
ance in the preparation of this article, 

Israc 
The new law makes three important 

changes in the Federal old-age and 
survivors insurance program. First, 
coverage is extended to approximately 
10 million additional persons, includ-
ing the nonfarm self-employed other 
than doctors, lawyers, engineers, and 
members of certain other professional 

groups. Regularly employed domes-
tic and farm workers, a small number 
of Federal employees who are not cov-
ered under the civil service retirement 
program, and a few others-members 
of very small occupational groups-
are also included; and workers in 
Puerto Rico and the Virgin Islands 
are covered. In addition to the auto-
matic coverage extended to these 

groups, the opportunity to be included 
is extended to the 1.5 million people 
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OLD-AGE AND SURVIVORS INSURANCE BENEFIT CHART 
1950 AMENDMENTS 

'AVERAGE MONTHL' -AVERAGE MONTHLY "PRI MARY 
WAGE' SINCE WAGE' SINCE IINSURANCE 
1936 1950 */AMOUNT' 
$250 

EXAMPLE 1: To determine the primary Insurance amount for a 

worker having an "Average Monthly Wage " since 1936 of $100 and 
200 25 12 years of coverage prior to 1951; draw a line connecting $100 on 

the wase since 1936 scale with 12 years on the "Years of Coverage" 

2es scale. The resulting amount ($51.50) is shown at its intersection on 

the Primary Insurance Amount scale. The corresponding figure on 

150 -
ZOO20 

-wage 
the "Average Monthly Wage" since 1950 scale 

for computing the maximum benefit. 
($110) is the average 

EXAMPLE 2: To determine the Primary Insurance Amount for 
125 - 60 

a worker having an "Average Monthly Wage" since 1950 of $200 per 

'5o month; note the amount ($65.00) on the "Primary Insurance Amount" 

IOO,,_scale opposite the average wage ($200). This amount ($65.00) is 

12 applicable unless the amount arising from his "Average Monthly Wage"5 

since 1936 is larger. 

75- 0 
'0 

50 90 45 

YEARS OF 
COVERAGE 

40 - - PRIOR TO 
PERCENT OF PRIMARY INSURANCE AMOUNT 1951 

35 ~PAYABLE MONTHLY TO BENEFICIARIES4 
353 

So0 100% FOR AN ELIGIBLE RETIRED WORKER 

30- 75% FOR AN ELIGIBLE WIDOW OR PARENT 
75 % FOR AN ELIGIBLE FIRST SURVIVOR CHILD 
50% EACH FOR ALL OTHER ELIGIBLE CHILDREN 10 

25- 50 % FOR AN ELIGIBLE WIFE 

LEss 2 MAXIMUM TOTAL MONTHLY BENEFIT PAYABLE:8 
20 /MINI~UM$150 OR 80% OF AVERAGE WAGE, WHICHEVER IS
2o__ SMALLER, BUT NOT LESS THAN $40.7 

MAXIMUM PRIMARY INSURANCE AMOUNT: 6 
IS. $68.50 WHEN USING WAGES SINCE 1936

/ $80.00 WHEN USING WAGES SINCE 1950 
4 

10 * APPLICABLE ONLY TO THOSE WITH AT LEAST 6 QUARTERS 

OF COVERAGE AFTER 1950. 
5;1 

0 to 

2 Social SecuritY 



Table I .- Old-age and survivors insur- penditures made to persons in public In 1939, largely because of the rise in 
ance: Extension of coverage under institutions were matchable. FuLr- the wage level during the past decade 
the 1950 amendments ther, if the State plan includes (higher wages result in lower cost as 

[Number in an average week] provision for payments to persons in a percentage of payroll because of the 
_______________-any private or public institution, the weighted nature of the benefit for-

Category Number State must establish or designate mula).
covered 

_________________ some State agency that will be Under the new law the level-pre

otl------------9,800, 000 responsible for establishing and mium cost of the benefits is increased 

Compulsory coverage, total ----------------- minaiin0tadadsfr0uc0i- to 6.10 percent of payroll. This figure
Nonfarrn self-employed----------------- 4,700, 000 stitutions. This requirement will must be adjusted slightly, however,
Azricultural workers-------------------- 850, 000 rietesadrso hs ntt- frtofcosteamnsrtv 

Borderline employment --------------- 200, 000 rietesadrso hs ntt- frtofcosteamnsrtv

Regularly employed on farms---------- 650, 000 tions that have been understaff ed costs,whcarcagedictyo


Domestic workers -----------------------1,000,000 anwnefiacdhtaiaeben tetrs hud and thared dintrestlearn 
Federal civilian employees not under a adudriacd hthv en tetutfnadteitrs an


retirement system ------------------ 250,000 fierpadiwhcpepeav insotepeettutfnwih

Employees outside the United States --- 150, 000 frerpadiwhcpeleav insotepeettutfnwih 
Employment in Puerto Rico and Virgin benbdyteae.wleabu_1. ilina h n 

Islands---------------------------- 400, O0 enbdytetdWilb aot$35blina h n 
New definition of "employee"------------ 400,000 Fourth, Federal matching funds of 1950. When these elements are 

Voluntary coverage, total ------------- 2,050,000 will be available for direct payments considered the net level-premium 
Employees of nonprofit organizations--- 600, 600 made by the States to doctors, hos- cost of the amended law is shown to 
Employees of State and local govern

ments-------------------------- II450, 000 pitals, or other persons furnishing be 6.05 percent of payroll. 
medical care. Under previous law The additional Federal costs for the 

IExcludes a relatively small number of transit the Federal Government did not par- pbi sitneadmtra n 
wreswowlhecmusrlcoee.ticipate in the cost of medical care child health and child welfare amend-

liberal requirements in the new law unless payment for such care was ments are estimated at $177-220 mil
(table 4). Lump-sum death pay- made directly to the assistance re- lion a year, as shown in table 6, which 
ments will be made, moreover, in the cipient. This new provision will also notes the assumptions on which 
case of all insured deaths. Eligible make it possible to develop working the estimates are based. These esti
beneficiaries may earn as much as $50 relations with the medical profession, mates may be high, because they do 
a month in covered employment and hospitals, public health officials, and not consider the possible effect on 
still receive benefits (as against a other groups to improve the quality the assistance programs of the old-age 
maximum on earnings of $14.99 under and quantity of medical .care for the and survivors insurance amendments, 
previous law); moreover, for those 5 million persons receiving assist- which increase benefit amounts and 
aged 75 or over there is now no with- ance under the Social Security Act, make more persons eligible immedi
holding of benefits because of work ately for insurance benefits; as a re
in covered employment. Maternaland Child Health and sult, some persons may be able to, 

Child Welfare Services leave the assistance rolls and others 
Public Assistance Another major provision in the may have their assistance payments 

Public Law 734 makes four sig- amendments authorizes increases in lwrd nteohrhnsol 
nificant changes in the public assist- Federal grants for maternal and assistance rolls and the amount of 
ance provisions of the Social Security child health services, child welfare the average assistance payments con-
Act. Perhaps the most important is services, and services for crippled tinue to increase as they have in the 
the addition to the Federal grants- children. A total of $22 million had Table 2.-Old-age and survivors insur
in-aid program of a new category- been authorized for grants to the ance: Average monthly benefit pay-
Federal grants-in-aid to the States States for the maternal and child ments and average lump-sum death 
for needy individuals who are per- health, child welfare, and crippled payments in June 1950 and under 
manently and totally disabled. children programs under title V of the 1950 amendments 

Another important change reme- the Social Security Act. This total Esiae veaehn 

dies a basic defect in the aid to de- iinrae to$7mlonfrheaver efit under the 1950 
pendent children program. Before, fiscal year ending June 30, 1951, and Tyeobnfi benefit, amendments 

teewsnprvsofothned to $41.5 million for each year there- ypofbnitJune
threwa hened1950n roisonfr 191 1960 2000 

of the parent or other relative with after. 91 

whom the child was living. The new Costs Old-age (primary)- $26 $45-46 sso-5o $40-50 
Male------------- 27 47-47 53-53 57-58

legislation includes the relative with The estimated level-premium costs Female ----------- 21 37-37 38-38 36~-38 
whom the dependent child is living of the new insurance program are wife's ------------- 14 24-25 27-27 29-30 

Widow's I------- 21 3-3-6 39-39 44-45 
as a recipient for Federal matching shown in table 5. As will be seen Parent's------------i4 353-6 38-38 42-43

purposes. fo h altelvlpeimcs Child's------------- 13 33-34 35-36 36-37


Third, the Federal Government under the old law-taking into ac- current)---------- 21 40-40 43-44 45-46 

will match expenditures for assist- count 2-percent interest--is 4.50 per- payment 2---------168 143-1461 156-1591149-156 
ance to aged and blind persons in cent of payroll. This amount is con-
certain types of public medical insti- siderably lower than the cost esti- fitAlso represents husband's and widower's bone. 

tutions. Under the old law no ex- mated when the program was revised Avrg amount per deceased worker. 

Bulletin, October 19503 



past, tuie estimates given in table 6 House under a closed rule prohibiting and accountants were excluded from 
may be low. In any case the full any amendments from the floor ex- coverage. 
financial eff ect will not become known cept one motion to recommit the bill 4. Compulsory coverage was ex-
for a year or two. to the Ways and Means Committee. tended to employees of transit sys-

On October 5, 1949, H. R. 6297 was of - tems taken over, in whole or in part, 
Leisaiv istory fered on the floor of the House of from private ownership by State or 

LgsaieRepresentatives as a substitute for local governments after 1936. 
Action in the House of H. R. 6000 but was defeated by a vote 5. 'Me provision, included in the 

Repesetatvesof 232 to 112. Then, on the same House but eliminated by the Finance 
epeeatesdate, H. R. 6000 was passed in the Committee, for Federal matching of 

Under the Constitution, all revenue House by a vote of 333 to 14. payments under the aid to depend-
bills must originate in the House of etcide rga otemte 
Representatives. Since social security Action in the Senate or other adult relative caring for 
legislation involves taxes, it must bedenetchlrwarsoe. 
first introduced in the House. For Since Congress adjourned shortly 6. A provision was added to limit 
this reason, on February 21, 1949, after the House action, it was not pos- the authority of the Secretary of La-
President Truman transmitted his sible for the Senate to consider H. R. bor in determining whether a State 
recommendations and drafts of two 6000 before 1950. conforms to the Federal require-
bills to Mr. Doughton, Chairman of The Senate Finance Committee ments in the Internal Revenue Code 
the House Committee on Ways and held extended hearings on social se- and the Social Security Act relating 
Means. The two bills were intro- curity and adopted a number of im- to unemployment insurance. 
duced in the House by Mr. Doughton portant amendments to H. R. 6000. All the amendments adopted ex-
and became the basis of Committee The bill was reported to the Senate on cept the one relating to unemploy
consideration. H. R. 2892 dealt with May 17, 1950, and debate began on mntisrceweapovdb 
public assistance and child welfare June 12. the Finsuancecommitee.apovdb 
services, and H. R. 2893 dealt with There were 28 amendments offered teFnneCmite 
Federal old-age, survivors, and tein- from the floor of the Senate. Twelve There were record votes on three 
porary and permanent total disability were adopted, 15 were rejected, and amendments. An amendment by

insuanc. on wa elminaed n a oin of Senator Myers to increase to $4,200 
insuanc, on wa elminaed n a oin of the maximum wage base in Federal 

After extcided hearings the House order. Action on the most important old-age and survivors insurance was 
Committee on Ways and Means on of those adopted was as follows: defeated, 36 to 45. An amendment 
August 22, 1949, reported out a single 1. The increase in the maximum offered by Senator Long to provide 
bill, H-. R. 6000, covering insurance, taxable wage base to $3,600, passed Federal grants to the States for 
assistance, and child welfare services, by the House but eliminated by the needy disabled persons was also de-
The vote in the Committee was 23 to 2 Senate Finance Committee, was feated, 41 to 42. The amendment 
for reporting out the bill. On October restored. offered by Senator Knowland to re
3, 1949. Mr. Kean, a member of the 2. The definition of "employee" quire State court review in State un-
Committee, introduced H. R. 6297, was expanded slightly to include employment insurance was adopted, 
which carried out the minority views certain wholesale salesmen and 45 to 37. 
on H. R. 6000. agent-drivers. The Senate passed H. R. 6000 on 

H. R. 6000 was considered in the 3. Self-employed funeral directors June 20 by a vote of 81 to 2. The 

Table 3.-Old-age and survivors insurance: Illustrative monthly benefits under Senate also passed a resolution, rec
the 1950 amendments ommended by the Committee on 

Finance, for further study of the so-
Monthly benefit by specified amount cial security program by the Coin-

Famlyclssfiatonof average montbly wage mittee or "any duly authorized sub
1acomittyetheref." ficCotittn 

$20 100 100 200 250 I00 is to determine the scope of the study, 

Retired worker families: which is to include (but is not limited 
Worker only------------------------------------------------- 25 10 58 65 72 80 to) certain specified points. The first 
Worker and wife, aged 62 or over---------------------------------- 38 75 86 98 109 120 
Worker and 1 child----------------------------------------------- 38 75 86 98 109 120 of these points is "the type of social-
Worker and 2 children ------------------------------------------- 40 80 115 130 145 1600 s 
W~orke'r, wife, and 1 ehild ----------------------------------------- 40 80 115 130 145 100 scurity programs which are most 
Worker and dependent husband, aged 65 or over------------------- 38 75 86 08 100 120 consistent with the needs of the people 
Worker, depenident aged husband, and I child --------------------- 40 80 113 120 145 110 of the United States and with our eco-

Survivor families: 
Widowed mother and I chiltl------------------------------------- 38 75 86 08 100 120 nomic system, including study and 
Widowed mother and 2 children ---------------------------------- 40 80 155 130 145 100 investigation of proposed programs 
Widowed mother and 3 or more childress-------------------------- 40 80 120 150 160 150

1 child Only ----------------------------------------------------- 19 38 43 49 54 80 for a pay-as-you-go universal 
cover
2 children ------------------------------------------------------- 31 62 72 81 91 100 aestmand the problems of tran-
Widsw only, aged 61 or over-------------------------------------- 19 38 43 49 54 80 aesse 
Diependlent widower, aged 65 or over------------------------------ 19 38 43 49 54 60 sition to such a system." The other 
I aged dependent parent ----------------------------------------- 19g 38 43 49 54 60 
2 aged delserident parents------------------------------------- 38 75 86 98 10g 120 points listed for study are extension of 

_______________________________________ - -- -- -- -- - coverage to farm operators and farm 
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Tfable 4.-Old-ageandsurvivors insur- Seventeen of the major differences during- the next two decades. (Sen
ance: Illustrative numbers of quar- between the House and the Senate ate provision.) 
ters of coverage required under the vrin ftebl ocre h n 4 ieaiaino h ehdo 
1950 amendments for fully insured vrin ftebl ocre h n 4 ieaiaino h ehdo 
status surance program. The final decisions computing the "average monthly 

on these points were as follows: wage" for benefit purposes. (Senate 
Year of Quarters of IYear of Quarters of 1. Elimination of the House provi- provision.)

attaining coverage attaining coverage so o 
age 65 I required 2 jage 65 1 required 2 sinfrpermanent and total disabil- 15. Payment of benefits to depend

ity insurance. ent husbands and widowers of insured 
1954 or ear- 196 ------ 24 2. Elimination of the House provi- women workers. (Senate provision.)

lier - - -- 6 1964 --- - -26
1955------------ -- I 15----- 2 sion for increment in the benefits for 16. Liberalization of survivors in
1956 ----- 10 196----- 3 years of coverage under the program. suranlce benefits with respect to deaths 
1957-- - -- 167- - - -- 3212 

195 ------- ------ 34 3. Elimination of the House pro- of insured married women.14196 (Senate
1959 --- -- 16 1969 ---- 36
1960----- 18 1970 ----- 3 vision specifically including tips in provision.)

1961 ----- 20 1971 and af- oee ae.1.Lm-u et amn ob

1962 ----- 22 ter ---- 40 coeewae.1.Lm-u detpyentob 

_________ _________ 4. Coverage of some salesmen, some made for all deaths of insured per-

IApplicable to persons attaining age 65 infirst half homeworkers, certain kinds of agent- sons. (House provision.)

of Year. For those attaining age O5lin the second half drivers, and certain other groups as Public assistance.-On the eight

of any of the years 1954-70, 1more quarter of coverage
is required, employees. (Compromise between chief points of difference in the assist

2.Quarters may bethese obtained stany time after Snt n os. neporm h eiin ee 
1936. Snt n os. neporm h eiin ee 

5. Exclusion of State and local gov- 1. Elimination of the House provi
workers still outside the coverage of eminent employees covered under re- sion that would have increased assist-
old-age and survivors insurance, the tirement plans (coverage under vol- ance payments by providing a higher 
financing of the program, increased untary agreement had been provided percentage of Federal funds under a 
work opportunities for the aged, rela- in the House version for all State and formula weighted in favor of States 
tionship of the program to private local employees), making low payments. 
pension plans, and relationship to the 6. Exclusion of certified, registered, 2. Acceptance with amendments of 
care and rehabilitation of and income and licensed public accountants, full- the House provision for Federal grants 
maintenance for disabled workers, time practicing public accountants, to the States for the needy perma-
The Committee is authorized to em- naturopaths, architects, funeral di- nently and totally disabled. 
ploy a technical and clerical staff and rectors, and all professional engi- 3. Acceptance with amendments of 
to appoint advisors. neers from coverage as self-employed the House provision extending Fed-

persons. (Senate provision.) 
Action of the Conference 7. Inclusion of regularly employed Table 5.-Old-age and survivors in-

Committee agricultural labor. (Substantially the surance: Estimated level-premium 
same as Senate provision.) costs as percent of payroll by 

The conferees of the House were 8. Inclusion of publishers under specified change in law' 
Representatives Doughton, M il 1 5, coverage as self-employed persons. Lvloe 

Camp, Lynch, Reed, Woodruff, and (Senate provision.) Item mium, cost 
Jenkins. The conferees of the Senate 9. Inclusion on a compulsory basis (Percenlt) 
were Senators George, Connally, Byrd, of employees of certain transit sys- Cost of benefits under old law -------------. 50 
Millikin, and Taft. Senator George tems taken over in whole or in part Effect of changes:

acedaschima. byStt lca ftr +1.60heCofrece o gvrnens Benefit formula----------------------
acte as onfrenc by tat or ocalgovrnmets ater New benefit Percentages 2----.... +3. 75haiman.The 

Report was submitted to the House on 1936. (Compromise between Senate New average monthly wage basis- ±.54
Reduction in increment------------- -2.00

August 1, 1950. Mr. Lynch did not and House.) Increase in wags base---------------- -20 
Liberalized eligibility conditions - -- +. 10 

sign the Conference Report because 10. Provision for voluntary cover- Liberalized work clause---------------- +.15 
of his opposition to the Knowland aeoemlysofn ofnonroftpritrgi- Revised lump-sum death paynlent- -_ -. 05

15ageof mplyee ogan- Aditional dependents'lbenefits 3 -- +. 
amendment and to the deletion of the zations through an election by the Extension of coverage------------------ -. 35 

toa i- emlyrad ttmntta w- Cost of benefits under amendments -- 6.10
provision for permanent andtoadi- epoeanasaem tthtt - Administrative costs-------------------- +.15 
ability insurance, thirds of the employees desire cover- Interest on trust fund at end of 1950 --- -. 20 

- e evel-premium cost under amend-
Action on the major points of dif- age. (Compromise between Senate Meaits ------------------------------- 6. 05 

ference between the House and Senate and House.) 
I Figares relate only to benefit payments after 1050

bills that the Conference Committee 11. Increase in the second step in and represent an intermediate estimate that is sub-
had to reconcile is summarized below, the benefit formula from 10 percent joot to a significant range because of the possible

variation in the cost factors involved in the future.
Chart 2 gives a detailed desciiption to 15 percent. (Senate provision.) Computations are based on a compound interest rate 

of te od-ag an 12.A inreas-fl½ The order in which thesesuvivos isur sbstatia o 2.percent per annum.of te od-ae ad 1. Asubtanialilareae-71/2 various thanges are considered in this table affectssrviorsinsr-
ance, public assistance, and maternal percent in the average benefit-foir the amount of the increase in cost to be attributed to a specific element.
and child health and child welfare current beneficiaries. (Midway be- I'Includes effect of minimum and maximum bene

fit provisions.
provisions of the old law, the bill as tween Senate and House provision.) 3Includes higher rate for the first survivor child 

the ous an y 1. Lberliztio oftheeliibiity and for paroints, more eligibility conditionsaspased liberal
psebyteIlue and as pase y 1.Lbrlzto fteeiiiiy for determining child dependency onl married wo
the Senate, and the final law, provisions to make it easier for per- men werkers, wife's benefits for wives under age 65

with children, and husband's and widower'sOld-age and survivors insurance.-, sons to become insured for benefits beneftits. 

Bulletin, October 1950 
915673--5O 2 



eral grants for public assistance to Chart I.-Eflective elates of major provisions under the 19530 amendments 
Puerto Rico and the Virgin Islands. 

4. Elimination of the Senate provi- .Provision Date 

sion for Federal matching of State -Od-gadsuivrinuac 

supplementary old-age assistanceOl-gansuvorisrnc 
payments on a -50-50 basis for persons 
who become insurance beneficiaries 

after the effective date of the bill. 
5. Elimination of the Senate pro- 

vision 	increasing the maximum pay-
fradtdeednchdrn

ments~fradt epnetcide
in which the Federal Government 

would share from $27 to $20 a month 
for the first child and from $18 to $20 

for ech aditinal 
fo ahadtoa hl.First 

6. Acceptance of the Se2nate pro-
vision for mandatory exemption of 
$50 of earnied interim -ffr 11h blind, 

beginning July 1952. 
7. Acceptance of the Senate pro-

visionfoi- cntinuing t'nepresentV119-ion forcontinuin, the 
maximrum 5-year residence reoqui:e-
ment for aid to the bli-Ai insLtead of 

the 1-fuse reuiremet of 1yeaa.
8. Etendng195 th 	 prvisinso 
8. Etening155 teo povisons

in the- House-app:'ovfd bill for Fed-
eral grants to aid to the blind pro
grams in Pennsylvania, TMia~se-n ti, and 
Nevada. (Compromise hetv~,:en Sen-
ate and I-ouse.) 

Other vrogramcs.-The following 
decisions were made on four major 
differences affecting other progt'ams. 

1. Increase in Federal g~ranhs for 

maternal and child health services 

from $11 million to $16.5 million an-

nually (except that for the present 

fiscal year the grant is to be $15 mil-

lion) ; for services for crippled chil-

dren fi'om $7.5 ~million. to $15 million 

(for the present fiscal year, $12 mil-

Table 6.-Public assistance and ma-
ternal and child health and child 
welfare: Estimates of additional 
annual Fede,'al cost tinder the 1950 
amendments'I 

Amendment 	 Aederioalos 
(intaillions) 

Totl -------------------- 17.921.9 
Tttol-o------mp---y------$nsurance9.in 

Aid to the disabled ------- -----------
Aid to dep~endeont children------------- 75.0- 95.0 
Medical care-------------- ------ 1~5.0-20.0 
Puerto hicm and Virgims Kkisands---------4.- 4 
Temnporary~ trovisions for the blind- 3.- : 
Mandatory income exemptio for blind.', (2)
Maternal and child 	 health and child I1.5 95 

First month for which increased old-age and survivors insurance benefits are payable to September 1950 
present bencficiarics. 

First day of coverage of new groups ---------------------------------------------- January I,95
First month of benefits for which new benefit formula is applicable ------------------- 4pril 1952 
First month for which henefits arc payable for persons insured under newy law who were Scptember 1950 

p..reviously uninsllrcd.11rstmon'th for, which liheralizcd retirement test is applicable ----------------------- 0 eptembcr 1950 
First moisth for which dependent husband's insurance benefits are payable------------ September 1950 
First month for which dependent widower's insurance benefits are payable ------------ Septemberl1950 (for

death of wife 
Fis ot nshc is 5ris hl' n aetsbnfti nrae rm aftcrAugustl950)

Firt mnthin hicchld' an 	 paents bneft i inreaed rom50September 1950fist surivo 

percent to 75 percent. of pir inary amount.


First month in which luimp-surn death paymnent is payable in all insured death cases-- September 19,50(for
death after Au

hild 9gust 1950) 
month for which benefits are payable to children of deceased currently insured September 1950 

scomen.
First Tnsnth for which benefits are payable to wife of old-age beneficiary iwith child iii September 19.50 

Iher coca. re-ardtlessof wife's age. 
Fis ed o hc eelsbsd on World War 11 wage credits are payabl------September 1950 

Publicassisafnce 
First month for whichs Federal grants to States for needy disabled persons are payable- October 1950 
First month for which Federal grant re syhet ttsfo syet oaut eaieOtbr1

uicring for dependent child. tae~yiltS~tsopyeisoiuteaieOtbr15 
First msonethfor whic-h Federal Gouvernineut, will share direct payments for imedical care- October 1955 
First nronth for %vhichFederal Govenimisnt, will share in Isaynicints to persons in public October 1950 

medical bimstitutlons. 
F!hst mionth in wchich mandatory exemption of earned income for blisid is effhotive-Jl_15 
Firt month rinshich requiremient that State plain ust Isrovido for useof optometrists Jsy15 

r phySiciaoq skilled is disensos of eye in examination of the blind is eifective. 
First month for which Federal grants may beomade to P'uerto Rico and the Virgin October 1955) 

Islands. 

lion) ;and for' child welfare services 
from $33.5 inillion to $10 million. 
(Compromise between Senate and 
House.) 

2. Amendment 	of the child welfare 
program by adding the following Sen-
ate provision: "Provided that in de-
veloping such services for childr'en the 
facilities and experience of voluntary 
agencies shall be utilized in accord-
ance With child care programs and 
arrangements in the State and local 
communities as may be authorized by 
the State." 

3. Continuation through 1952 of the 
loan fund within the Federal unem-

ployment account, which permits ad-
vances to State unemployment insur-
ance funds that run low. (Senate 
provision.) 

.4. Provision restricting the author-
ity of the Secretary of Labor to with-

hold grants to States for administra-

tio6o0uemlomet7nsracein 
etanq siosfcmpane ih 

teFdrlUepomn 	 a'c 
th4eea nmpomn a c 
and title III of the Social Security
AT.(eathrvsin)Rue
At Snt rvso. 

me-mber of the Ways and Means 
Committee, moved to recommit the 
Conference Report to the Conference 
Committee. Mr. Byrnes indicated 
that his motion to recommit was made 
in order "to try to close out any at
tempt to remove the Knowland 
amendment from the Conference Re
port." Mr. Lynch. also a member of 
the Ways and Means Committee, had 
indicated previously that if he were 
recognized he would offer a motion to 
recommit with instructions to the 
House conferees to 'strike out the 

Knowland amendment and insert 
permanent total disability insurance. 

Mr. Lynch did not have an oppor
tunity, however, to present his recoin
mittal motion since Mr. Byrnes was 
recognized to make his motion to re
commit. On the parliamentary ques
tion of ordering the previous question 

the vote was 188 to 186, which thus 
prevented Mr. Lynch from amending
Mr. Byrnes' 	 recommittal motion. 

Wyrneths motionwas rejectaed. Mr 

Th Reotwsa ped nte 
ofReportwsenativ tesonAugus 

f ere ugs 

16, 1950, by a vote of 374 to 1 and by
Senate the following day without 

a roll-call vote. The bill received 
President Truman's approval on Au
gust 28, 1950. 

Social SecuritY 

weltsrc --------------------------- 19.5- 19.vs5n 
Adpinand Approval

pio ha l Saesprtc-the Adopdotions 
pale, on at full-year basis. The public aesistansce During consideration of the Confer-

at115 
wilt continuei to spend as nmucts as they specnd in ence Report in the House of Repre-

ee 1aasebasked on tth enssumpon tI0 the States 

Stpepleiber 101511. 
ILess thau is5Osoos. seatatives, Representative Byrnes, a 
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Basic Documents Relating to United States), 81st Congress, 2d Ses-
H. 	R. 6000 sion, as reported by the Senate Fi-

nance Committee.
H. R. 2892, 81st Congress, First Ses- Senate debate on H. R. 6000, Con-

sion (see H-ouse Hearings). gressional Record, June 12-20, 1950 
H. R. 2893, 81st Congress, First Ses- (Vol. 96, Nos. 115-121).

sion (see House Hearings). Summary of Principal Changes in 
Hearings before the Committee on the Old-Age and Survivors Insur-

Ways and Means, H-ouse of Repre- ance System Under H. R. 6000, Ac-
sentatives, 81st Congress, First Ses- cording to Conference Agreement. 
sion, on H. R. 2892 and H. R. 2893 Prepared by Robert J. Myers, Actuary 
(Parts 1 and 2). to the Committee on Ways and Means, 

H. R. 6000, 81st Congress, First Ses- July 25, 1950. 
sion, as introduced on August 15, 1949, Summary of Principal Changes in 
as reported out on August 22, 1949, the Social Security Act Under H. R. 
and as passed by the House of Repre

6000 As Passed by the House of Rep
resentatives, As Passed by the Senate, 
and According to Conference Agree
ment. Prepared by Robert J. Myers, 
Actuary to the Committee on Ways 
and Means, July 25, 1950. 

Conference Report on H. R. 6000 
(H. Rpt. No. 2771, 81st Cong., 2d sess.), 
August 1, 1950. 

House and Senate debate on Con
ference Report, CongressionalRecord, 
August 16 and 17, 1950 (Vol. 96, Nos. 
162 and 163). 

President's Statement, White House 
press release, August 28, 1950. 

sentatives on October 5, 1949. 
Report of the Committee on Ways 

and Means on H. R. 6000 (Report No. 
1300, 81st Cong., 1st sess.), August 22, 
1949.Jaur 

Actuarial Cost Estimates for Ex-
panded Coverage and Liberalized 
Benefits proposed for the Old-Age and 
Survivors Insurance System by H. R. 
6000, October 3, 1949 (House version), 
June 26, 1950 (comparison of House 
and Senate versions), and 	July 27, 
1950 (final law). Prepared by Robert 
J. Mvyers, Actuary to the Committee 
on Ways and Mfeans.exctvssio. 

H. R. 6297, 81st Congress, First 
Session. 

House debate on H. R. 6000, Con-
gressional Record, October 4 and 5, 
1949 (Vol. 95, Nos. 184 and 185). 

Hearings before a Subcommittee 
of the Committee on Ways and Means, 
House of Representatives, 81st Con-
gress, 1st Session, on Extension of So-
cial Security to Puerto Rico and the 
Virgin Islands.Ocoe4,14.HuebgndeaenH.R60.

Report to the Committee on Ways 
and Means from the Subcommittee on 
Extension of Social Security to Puerto 
Rico and the Virgin Islands, Febru-
ary 6, 1950. 

Recommendations for Social Se-
curity Legislation, the Reports of the 
Advisory Council on Social Security to 
the Senate Committee on Finance, 
1949 (S. Doc. No. 208, 80th Cong., 2d 

Hearnss eor heCmmteeo 
Finance, United States Senate, 81st 
Congress, 2d Session, on H. R. 6000 
(Parts 1, 2, and 3). 

The Major Differences in the Pres-
ent Social Security Law, the Recoin-
mendations of the Advisory Council, 
and H. R. 6000 (as passed by the 
House), printed in Part 1 of the Sen-
ate Hearings, pp. 2-18. 

Report of the Senate Committee on 
Finance on H. R. 6000 (Report No. 
1669, 81st Cong.. 2d sess.), May 17, 
1950. 

H1. R. 6000 (in the Senate of the 
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Chronology of Public Law No. 734 (H. R. 6000) 
,14.PeietTuareomnsrvsoofscl

Jaur5,14.PeietTuarcomnsevinofoil 
security law in message on State of the Union. 

February 21, 1949.-President Truman sends letter and draft bills to 
Mr. Doughton. 

February21, 1949.-H. R. 2892 and H. R. 2893 are introduced by Mr. 
Doughton. 

February28-April 27, 19 P.-House Ways and Means Committee holds 
public hearings on so~ial security legiclation. 

May 2-August 19, 1949i.-House Ways and Means Committee holds 

xutvseio. 
August 15, 1949.-I-I. R. 6000 is introduced by Mr. Doughton. 
August 22, 1949.-I-I. R. 6000 is reported out by House Ways and Means 

Committee. 
September 29-October 3, 1949.-House Rules Committee holds public 

hearings on closed rule on H. R. 6000. 
October 3, 1949.-H-. R. 6297 is introduced by Mr. Kean. 
October 4, 1949.-House of Representatives passes closed rule on H. R. 

6000.

Otbr414.Huebgn eaeo .R 00


October 5, 1949.-H. R. 6297 is rejected as a substitute for H-. R. 6000 
on a motion to recommit, 112-232. 

October 5, 1949.-H. R. 6000 is passed by House of Representatives, 
333-14. 

January17-March 23, 1950.-Senate Finance Committee holds public 
hearings on H. R. 6000. 

February 6, 1950.-Subcommittee on Puerto Rico and Virgin Islands 
of House Ways and Means Committee files report recommending 
inclusion of those Territories in the insurance and assistance pro
grams. 

April 3-May 17, 1950.-Senate Finance Committee holds executive 
sessions on H. R. 6000. 

May 17, 1950.-Amended version of H. R. 6000 is reported out by 
Senate Finance Committee. 

June 12, 1950.-Senate begins debate on H. R. 6000. 
June 20, 1950.-Senate passes H. R. 6000, 81-2. 
July 17-August 1, 1950.-Conference Committee holds executive ses

sions on H. R. 6000. 
August 1, 1950.-Conference Committee files report. 
August 16, 1950.-House of Representatives approves Conference 

Report. 
August 17, 1950.-Senate approves Conference Report. 
August 28, 1950.-President Truman approves H. R. 6000. 
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Chart 2.-Principal changes in the Social Security Act under thte 19S50 amtendments-as passed by the House of Repre

sentatives, as passed by the Senate, and as enacted 

Old law Ht. R. 6000 as 	passed by House H. R. 6000 as passed by Senate INew law 

OLD-AGE AND IN'SURANCESUR~VIVORS5 
(1) ;ilenofits payable to

(a) Insured worker, aged 65 or ever. 
(b) Wife, aged GO or ever, ot insured 

worker, 

(r) 	Widow, aged 65 or over, of insured 
worker,

(d) 	 Children (under age 18) of retired 
worker, and clsildren of deceased worker 
and tlseir mother regardless of her age.

(e) 	Dependent parents, aged 65 or over, 
of deceased worker if no surviving 
spouse or child could receive monthly 
benefits.

Uf)Lump-sumn death payment when no 
monthly benefits immediately payable. 

(a) 	 Based on "quarters of coverage,"
namely, calendar quarters with $50 or 
more of wages. 

(b) 	 Fully insured (eligible for all benefits)
requires 1 quarter of coverage for each 2 
quarters after 1030 and before age 61 (or
death if earlier). In no ease more than 
40 quarters of coverage required. Min-
imum of 6 quarters of coverage required. 

(c) Currently insured (eligible only for 
child's, widewed mother's, and lump-sum 
survivor benefits) requires 6 quarters of 
coverange in the 53-quarter period con
sisting of fluequarter of death and the 
12 preceding quarters. 

(a) Average monthly wage based on 
period from 1937 to age 65 (or death if 
earlier) regardless of whether in covered 
employment in all such years. A year
of coverage is a calendar year in which 
$200 is credited. 

(b) Motsthly amount is 40 percent of first 
$10 of average wage plus 10 percent of 
next $2e0, s~t increased by 1 percent for 
each year of coverage. 

Primary inasrance bcnefst 

$10. 00 
11.00 
20.00 
25. 00 
30. 00 
35.00 
40.00 
41.00 

(c) Minimum primary benefit, $10. 

(d) Maximum tamily benefit. $81 or 80 per-
cent of average wage or twice the pri-
mary benefit, whichever is least (but in 
nO Case less than $20). 

No chan ge. 

-Nochange in age requiremnent ether than that 


no age requirement if child, under age 1.8is 
present. 

No change. 

Certain dependency assd relationship require-
ments liberalized, especially with respect 
to dependency en married insured women, 

No chaisge. 

Lump sum for all insured deaths. 

(2) Insured status 

After effective date, $100 of wages and $200 of 
self-employment income required for quarter
of coverage. Special provision for convert-
iug annual self-employment income into 
quarters of ceverage.

Alternative requirement provided; namely,
20 quarters of coverage out of 40 quarters
preceding death or attainment of age 65, or 
any later date, 

No change. 

No change. No change.

-No change from existing law, except benefits Same as Senate hill but


provided for dependent husbands aged 65 	 with provision is, 
or over. 	 House hill fer ns age

requirement if child 
under age 18 is pres
ent,

No change, except benefits provided for Same as Senate bill. 
dependent widowers aged 65 or over. 

Same as Hence bill, except provisions as to Same as Senate bill. 
dependency on married women further 
liberalized. 

No change. 	 Yo change. 

Same as existing law, except special provision 	 Slamre as Hoase hill. 
when monthly benefits Isaid in first year are 
less than lump sum. 

Same as Hence bill, except only $00 of wages Same as Senate hill. 
and $100 of self-empleyment income required
for quarter of coverage. 

Same as present law, except "new start" pro- Same as Sessate hill. 
vides that such quarters of coverage (ac
quired after 1930) must at least equal half 
the quarters after 1900. Thus all now aged
62 or over need have only 6 quarters of cover
age.' Not applicable for deaths prior to 
effeetive date. 

No change. No change. 

(3) Worker's monthly old-age benefit ("primary amount") 

Average monthly wage based on average over 	 Same as existing law, except "new start" aver- Same as Senate bill. 
years of coverage (after either 1036 or 1040, age beginming after 1000 may be used for

whichever is higher). A year of coverage is those with 6 quarters of coverage after 1910.

a calendar year in which $400 is credited

($200 before 1950).


Monthly amount is 0 pret of fIIrst $tO. of For those with "neow start" average wage, Same as Senate billrex
average wage plus 50percentof nexts $20 0,- monthlsy amount is 50 percent of first $100 o cept that conversion 
ereased by ½~percent for each year of eo ~o0r-average wage plus 15 percent of next $200. table is lowered so 
ag~snd unless in covered employment in 
entire period reduced by percentage at time 
out of cevered enlployment since 1936 or 
1049, whichever gives snualler reduction, 
Benefits of present beneficiaries increased 
by conversions table that gives effect to newv 
benefit formula anid new average wage con-
cept; the average primary benefit wilt be in-
creased by 70 percent, with somewhat 
greater relative increases for those receiving 
smallest antounts, as indicated by the fol
lowing tabulation for certain illustrative 
cases: 

Primary iissoarne a meant 

Forall others (includingfpresent beneficiaries) that the average pri
snd these svith "new start" it it produces a mary benefit is in-
larger benefit, the benefit is comlouted under creased by 77~j per-
existing law (hut withs no 1-percent increase cent, as indicated by
for years after 19010and then increased by. the following tabula-
conversion table; the average primary bene- tion for certain illus
fit will be increasd on the average by 81 trative eases: 
percent, as indicated by the following tahu
lotion for certain illustrative eases: 

Primasry insusranceamount Primaryinsurance 
amountsl 

$20. 00 	 $20.00 
31.00 	 30. 00 
37.00 	 37.00 
48.510 	 46.510 
06. 20 	 84. 00 
62. 20 	 59. 20 
67.60 	 64.00 
72.50 	 68. 00 

$25. 00 
30.90 
30.30 
44. 10 
10.90 
55. 40 
59.90 
64.40 

$25. 

$110, or 80 percent of average a-age
in no case less than $40). 

$25, unless average monthly wage is less than 	 $21 unless average
$34-tben $20. 	 monthly wage is less 

than $35--then grad
ed down to $20 for 
average 3mo nthly

Swage of $0 or less. 
it less (but Same as House bill. Same as House bill. 
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Chart 2.-Principal changes in the Social Security Act under the 1950 amendments-as passed by the House of Repre
sentatives, as passed by the Senate, and as enacted-Continued 

Old law 	 H. It. 6000 as passed by House H. R. 6000 as passed by Senate New law 

(4) Benefit amounts of dependenta and survivors relative to worker's primary benefit 

(a) Wife, one-half of primary benefit. No change. 	 No change. No change.
(b) Widow, three-quarters of primary ben- No change. 	 No change. No change.

efit. 
Wc Child, one-half of primary benefit. No change, except for deceased worker family, Same as House bill. Same as House bill. 

when first child gets three-quarters of pri
mary benefit. 

Md Parent, one-half of primary benefit. Three-quarters of primary benefit. Same as existing law. 	 Same as House bill. 
(e) Lump sum at death, six times primary Three times primary benefit. Same as House bill. Same as House bill. 

benefit. 

(5) Amount of employment permitted beneficiary for benefit receipt (work clause) 

No benefits'paid for month in which $15 Sam except $15 limit is increased to $30 and no Same as House Bill. Same as House bill. 
or more earned in covered employment, limitation at all after age 75. 

(0) Covered employment 

All employment except self-employment tn addition to existing coverage, includes the Same as House bill except: Same as Senate bill 
and employment in Federal and State following groups: (a) Coverage of regularly employed farm except:
Governments, railroads, nonprofit (a) Nonfarnm sell-employed other than certain workers, based on 00 daysof work during a (a) Coverage of regu
(charitable, educational, and religions), professions (physicians, lawyers, dentists, quarter; larly employed farm 
agriculture, and domestic service. Em- osteopaths, veterinarians, chiropractors, (bi) Exemption from coverage as professional workers based onl 60 
ployment covered only in thle 48 States, optometrists, Christian Science practition- selt-employed extended to architects, natu- foil dlays of work dur
the District of Columbia, Alaska, and cr0, and certain professional engineers); ropaths, certified!, licensed, and registered ingaquarter ifwork-
Hawaii, and on American ships outside (b) State and local government employees on public accountants, funeral directors and all er had continuous 
the United States under certain circum- elective basis by the State, except that, where professional engineers (instead of certain employment with the 
stances, retirement systebo exists, employees and named ones), while publishers are covered; sameemployerduring

beneficiaries must favor by twvo-thirds mna- (c) Covemage of regularly employed nonfarm a preceding 3-month
jority in referendum, and except for certain domestic servan ts, baseul on 24 days of work period-
transit workers who are covered coumpul- (luring a quarter; (5 Exemnltion from 
sorily; (d) Coverage of nonprofit employees on camn- coverage as profes

(c) Regularly 	 employed nonfas'n (lomestic pulsory basis for nonreligious organizations sional self-employed 
servants (based on 26 days of work during a and on completely voluntary basis for roll- extended to full-time 
quarter); giotis organizations; practicing public so

(d) 	 Eniployccs of nonprofit instittutions otlier (e) Coverage of Federal civil-ian employees not countanto;
than ministers (on compulsory basis for cini- covered isy a retirement systens clarified a11( (c) Coverage of noni
plsyees and' voluntary Isasis for employer); extended to those ercussyinLZ positions pierld- profit employees on 

(e) Agricultural processing woinkers oit the lug permanent or indefinite appointment; voluntary basis. Eni
farm; (f) Coverage not isernitlted for State and local ployor must elect 

ff) Federal employees not covered usi1der re,- employees covered by ain existing retirement covei-age, and at 
tiromuent system other titan titose in very pluan; least two-thirds of 
temporary or casual employnsent; (g) Definition of 'employee" restricted to employees Iusnt con

(g)Americans employed by American emn- strict coislion-law basis except for followoing cur in coverage. Then 
ployer outside the Ussited States and cm- nassed occupational groups covered as 'emn- all employees con
plxyees on American aircraft outside tile ployees": full-time life insurance salesmen; curring in coverage
United States in thle same manneor as for agent-drivers aend comnnission-drivers dlis- and all new eniploy
ships; tribsutimig ineat products, bakery products, coo are covered;

(h) 	 Employment in Puerto Rico and Virgin or laundry or dry cleaning services; and full- (d) Additional nonc
tslamsds; timne worlolsale salesmen; pational groups coy-

Wi Salesmen and certain other emuployecs wvlo (h) Tips not includod as wages as in existing cr011as "emtployees":werdeprived of coverage as ensployces by law, gn rvr n 
Public Law 042, Eightieth Congi oss; commisision - drivers 

(j) Tips reported to the employer included as distributing vege
wages, table or fruit prod

ucts or beverages 
(other than milk) 
and industrial home-
workers earnling at
least $30 (luring a 
quarter if subject to 
regulation under 
State law and work
ing under specifica
tions supplied by
employer. 

(7) Permanent and total disability benefits 

None. For worker botls currently insured and having None. 	 None. 
20 quarters of coverage out of last 50 years.
Amount of primary benefit determined as 
for retired worker. No benefit for depend
ents of disabled worker. Benefits begin in 
January 1951. 

(8) Wage credits for World War II service 

None. 	 World War II veterans (including those who Same as House bill except that credit not given Same as Senate bill.
died in service) given wage credits of $160 for if service is used for any other ]Federal retire-
each month of military service in World moent system and eacept that additional cost 
War IL. is to be borne by trust fund (instead of by

General Treasury as in House bill). 
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Chart 2.-Principal changes in the Social Security Act under the 1950 amendments-as passed by the House of Repre

sentatives, as passed by the Senate, and as enacted-Continued 

Old law 	 3.1. Rt. 6000 as passed by House H.-R. 6000 as passed by Senate New law 

(9) Maximum annual wage and self-employment income for tax and benefit purposes 

300.$3,600 after 1049. 	 $3,600 after 1950. Same as Senate bill. 

(10) Tax (contribution) rates 

1 percent on employer and 1 percent on 1½6 percent on employer and 1½j percent on Same as House bill, except that increase to 2 Same as Senate bill,
employee through 1949, 1½i percent for employee for 1910, 2 percent for 1951-59, 2½ percent is in 1956 instead of 1951 and except except that Increase 
1950-51, and 2 percent thereafter. percent for 1960-64, 3 percent for 1960--69, and that nonprofit employment when covered is to 2 percent Is in 1914. 

3V4 percent thereafter, except- on same basis as all other employment.
(a) For self-employed, 1½j times rate for em

ployees. Self-employment income taxed 
would be, in general, net income from trade 

orbusiness; 
(b) For nonprofit employment, no tax Is im

posed on employer, who ran pay it voluntar
ily. If employer does not pay tax, employee 
receives credit for only 50 percent of his taxed 
wages. 

(11) Appropriations from general revenues 

Appropriations authorized for such sums Provision in existing law repealed. Same as House bill. Same as House bill. 
as may be required to finance the 
program. 

(12) Time within which benefit payments must he claimed 

(a) Monthly benefits payable retroactively Same as existing law except that period ex- Same as House bill. 	 Same as House bill. 
for 3 months before month of application, tended to 6months. 

(b) 	Lump-sum death payments must be Same as existing law except that for deaths Same as House bill. Same as House bill. 
claimed within 2 years of death, outside continental United States during 

war period, lump sum may be claimed any
time before 1912. 

PUBLIC ASSISTANCEc 

(1) Groups eligible for aid 

Three categories defined for assistance Fourth category provided for permanently Same as House bill except fourth category (aid Same as House hill, 
purposes as needy persons-(I) 65 years and totally disabled individuals who are in to disabled) not provided for, except that perma
of age and over, (2) blind, and (3) need. For aid to dependent children the nently and totally
children under 16 years of age and chil- mother or other relative with whom a disabled individuals 
dren aged 16-17, if they are regularly dependent child is living is included as a must be at least 19 
attending school, recipient for Federal matching purposes. years old. 

(2) Federal share of public assistance expenditures 

Federal share for old-age assistance and Federal share for old-age assistance, aid to the Same as existing law, except that individual Same as existing law. 
aid to blind is three-fourths of first $20 blind, and aid to the permanently and maximums for aid to dependent children except that relative 
of a State's average monthly payment totally disabled is four-fifths of the first $25 are raised from $27 to $30 for the relative with with whom children 
plus one-half of the remainder within of a State's average monthly payment, plus whom the children are living and for the are living is included 
individual maximums of $50; for aid to one-half of the -next $10, plus one-third of first child sod from $18 to $20 for all other for Federal matching
dependent children, three-fourths of the the remainder within individual maximums children and except that for old-age assist- purposes within in-
first $12 of the average monthly pay- of $50; for aid to dependent children, four- ance payments supplementing old-age insur- dividual maximum 
meont per child, plus one-half the re- fifths of the first $15 of the average monthly ance benefits for those first becoming entitled of $27 a month. 
mainder within individual maximums payment per recipient, plus one-half of the to such benefits in or after the second Matching basis for 
of $27 for the first child and $18 for eaich next $6, plus one-third of the next $6 within month after enactment, Federal share is on aid to disabled same 
additional child in a family. Adminis- individual maximums of $27 for the relative a 50-50 basis, as for old-age assist
trative costs shared 50 percent by with whom the children are living, $27 for ance. 
Federal Government and 50 percent by the first child, and $18 for each additional

States. child in a family. Administrative costs


same basis as present law.


(3) Medical rare 

Federal sharing in costs of medical care Federal Government will share in cost of pay. Same as House bill, except that no plan for aid Same as Senate bill, 
limited to amounts paid to recipients mentsmadedirectlytomedical practitionlers to disabled is provided and except for specific except that plan for 
that can he included within the monthly and other suppliers of medical services, authorization for Federal Government to aid to disabled is 
maximums on individual payments, which when added to any money paid to the share in direct payments made to suppliers provided.
No State-Federal assistance provided individual, does not exceed the monthly of remedial care as well as to suppliers of 
persons in public institutions unless maximisms on individual payments. Fed- medical care.

rtiey are receiving temporary medical cral Government shares in the cost of pay-

care in such institutions. ments to recipients of old-age assistance,


aid to the blind, and aid to the permanently
and totally disabled living in public medical 
institutions other than those for mental 
disease and tuberculosis. 
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Chart 2.-Principal changes in the Social Security Act under the 1950 amendments-as passed by the House of Repre

sentatives, as passed by the Senate, arnd as enacted-Continued 

Old law . R. 6000 as passed by House R. R. 0000 as passed by Senate New law( 
(4) Changes in requirements for State public assistance plans 

(a) Residence 

For old-age assistance and aid to the blind, No change in requirements for old-age assist- Same as, existing law. Same as Senate bill, ex-
a State may not require, as a condition ance and aidio dependent ebildren. For aid cept that for aid to 
of eligibility, residence in aState for more to the blind, effective July 1, 1951, a State tbe permanetitly and 
than 5ofthse 9yearsimmediately preced- may not require, as a condition of eligibility, totally disabled, resi
ing application and 1 continuous year residence in tbe State for more than 1contin- dence requiremcnt is 
before filing the application. For aid to uous year before the filing of the application same as that for old-
dependent children, the maximum for aid. For aid to the permanently and age assistance and aid 
requirement for the child is 1 year of totally disabled, no State may impose a to the blind.

ressdence immediately preceding appli- residence requirement more restrictive than

cation, or if the child is less than a year that in its plan for aid to the blind on July 1,

old, birth in the State and continuous 1949, and beginning July 1, 1951, the maxi-

residence by the mother in the State for mum residence requirement is 5 year imme-

I year preceding the birth. diately preceding the application for aid.


(All other requirements for aid to the

permanently and totally disabled are the

same as for old-age assistance.) 

(b) Income and resources 

For the three categories a State must, In Provision In existing law is made applicable to Effective July 1, 1952, a State must disregard Same as Senate bill.

determining need, take into considera- aid to the permanently and totally disabled, earned income, up to $10 per nionth, of anl

tion the income and resources of an For aid to the blind, effective October 5, individual claiming aid to the blind; beofre

individual claiming assistance. 1949, a State may disregard such amount of July 1, 1952, tho exemption of earned incosno,


earned income, up to $10 per month, as the up to $10 per month, is discretionary with 
State vocational rehabilitation agency for each State. Same income and resources 
the blind certifies will serve to encourage or provisions as in existing law for the other 
assist the blind to prepare for or engage in categories.
remunerative employment; effective July
1, 1951, a State must, in determining the 
need of any blind individual, disregard any
income or resources that are not predictable 
or actually not available to the inadividual 
and take into consideration the special 
expenses arising from blindness. 

(c) Temporary approval of State plans for aid to the blind 

No provision. For the period October 1,1949, to June 30, 1953, Same as hfooiss bill excetmt that lIrovision .Sammeas Ifosem bitt 
any State that did not have an approved applies after October 1, 1950, and with no xcxept that provision
plan for aid to the blind on January 1, 1949, termination date, applies after October 
shall have its plan approved even though it 1, 19,50, and ternii
does not meet the requirements of clause (8) nates June 30, 1915. 
of section 1002 (a) of the Social Security Act 
(relating to consideration of income and 
resources in determining need). The Federal 
grant for such State, however, shall be based 
only upon expenditures made in accordance 
with the aforementioned income and re
sources requirement of the act. 

(d) Examination to determine blindness 

No provision. A State aid to the blind plan must provide A State aid to the blind plan naust provide Same as House bill, but 
that, in determining blindness, there shall that, in determining blisidness, there shall mandatory July 1,
be an examination by a physicia skilled in be an examination by a physician skilled in 1912, and discretion-
diseases of the eye or by an optometrist, diseases of the eye. Also the plan must pro- ary with each State 

vide that the services of optometrists within prior thereto.
the scope of their practice as prescribed by
State law shall he available to individuals 
already determined to be eligible for aid to
the blind (if desired and needed by them) 
as well as to recipients of any grant-in-aid 
program for improvement or conservation of 
vision. 

(e) Assistance to be furnished promptly 

No specific provision relating to oppor- Opportunity must be afforded all individuals Same aa House bill but clarified. Same as Senate bill.frasistncerom beaplfurnissshermtlycetuniytappy tly tod allseigiblce indi
tuniy tor aply to andassistance mustssitane pomply, pplfornse assistance, 


____ ____ _______ ___ ____ ___ ____ _ I viduals.


(f) Fair hearing 

Fair bearing must be provided individual Fairhearlngmnstbeprovidedby Statle agency Same as House hill but clarified. Same as Senate bill. 
whose claim for assistance is denied, to individual whose claim for assistance isa

No specific provision for individusl denied or not acted upon within reasonable

whose claim is not acted upon within a time.

reasonable time.
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Chart 2.-Principal changes in the Social Security Act under the 1950 amendments-as passed by the House of Repre

sentatives, as passed by the Senate, and as enacted-Continued 

Old law H1. R. 6000 as passed by House H. R. 6000 as passed by Senate New law 

(g) Standards for institutions 

No provision. If a State plan for old-age, assistane, aid to the Same as Rouse bill. Same as Housei bill.
blind, or aid to the permanently and totally
disabled provides for payments to individ
isals in private or public institistions, the


must have a State authority to estab

lish and maintain standards for such insti
tirtions. (Effective July 1, 1503.) 

IState I___________________________ 
(h) Training program for personnel 

No specific prevision. States must provide a training program for No specific provision. Same as Senate bill.
the personnel necessary to the administra
lion of the plan. 

(i) Notification to law enforcement officials 

No provision. In asid to dependent children the States must Same as Rtouse bill. Same as House bill.
Isrovide for prompt notice to appropriate,
law-enforcement otticials in any case tn

which aid is furnished to a child who has

been deserted or abandoned by a parent.


(5) Puerto Rico and the Virgin Islands 

Federal funds for public assistance not The four categories of assistance are extended Same as existing law. Same as House bill, ex-
available to Puerto Rico and the Virgin to Puerto Rico and the Virginlstolnds. The cept that maximum

Islands. Federal share for old-age assistance, aid to annual Federal grant


the blind, and aid to the permanently and shall be $4,250,000 for 
totally disabled is limited to one-half tise Puerto Rico and

Iotal sums expended under an approved $160,000 for the Vir-

plan up to a maximlum payment for any gin tslands.

individual of $30 per month. For aid to

dependent children the Federal share is

limited to one-half the expenditures under

ain approved plan up to individual maxi

enums of $18 for the first child and $12 for

each additional child in a family. Admin
istrative cosls are nmatched by tile Federal

Government on a 50-50 basis.


MATERtNAL. AND CumInDHEALTHeAND CHILD WELFARE SERVICES 

(1) Maternal and child health services 

Authorizes an annual appropriation of Same as existing law. Authorization for annual ,appropriation in- Same as Senate bill,
$11,600,000. One-half this amount is creased to $20,000,000 and the $35,000 uni- except that annual

distributed amnong the States as follows: form sllotnsent to each State is increased to authorization is

$35,000 to each Slate, and the remainder $00,000. Otherwise, the provisions of pres- $15,000,000 for fiscal

on the basis of the relative number of ent lasw relating to the apportionment of year beginning July

live births is the State. Tise second funds are unchanged. (Effective for fiscal 1,1950,and$16,.500,O00

halt is distributed among the States on years begissning after June 30, 1900.) for subsequent years.
the basis of the finazzial need of each 
Slate after consideration of the number 
of live births in the State. 

(2) Services for crippled children 

Authorizes an annual appropriation of Same as existing law. Authorization for annual appropriation in- Same as Senate bill,$7,500,000. One-balf this amount is dis- creased to Si5,000,000 and th, $30,000 annual except that annual

s fllos:allotment each to
triute amng heStaes to State is increased authorization is$30,060 to each State, and ftit remainder $60,000. Othierwise, the provisions of pres- $12,000,000 for fiscal on the basis of need after consideration ent law relating to the ,apportionment of year beginning July


of the numnibr of crippled children in the funds are unctmangzed. (Effective for fiscal i,1500,and$15000t,000

State needing services and the cost of years begisining after June 20, 1900.)fosueqntya.

such services. The second half is ds.~ o usqetyas
tributed on the same basis of need. 

(3) Child welfare services 

Authorizes an annual appropriation of Authorization for annual appropriation in- Same as House bill except that annual author- Same as Senate bill,$,0,00,000 for grants to the States for creased to $7,000,000 and the $20,000 now ization is isicreased to $12,000,000 and except except that annual
child welfare services in rural areas and allotted to each State is increased to $40,000 that allotment is on basis of rural population authorization is 
areas of special need. Funds allotted to with the remainder to he allotted on the under age iS. (Effective for fiscal years be- $00,000,000.
States with approved plans as follows: basis of rural population of the respective ginning after June20, 1050.) Also provisioss
$20,00 to each State and remainder on States. Specific provision is made for the added that in developing the various services;
basis of rural PaPtilation of the respective payment of the coot of returning any run- unuder the State plans, the States would be

States, away child under age 16 to his own cam- free, but not compelled, to utilize the facili


munity in another State if such return is in tics and experience of voluntary agencies for

the interest of the child and the cost cannot the care of children in accordance with State

otherwise be met. (Effective for fiscal years and community programs and arrangements.

beginning after June 30, 1950.) 
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THE SOCIAL SECURITY ACT AMENDM4ENTS OF 1950:

LEGISLATIVE HISTORY OF THE COVERAGE PROVISIONS 

OF THE FEDERAL OLD-AGE AT'D SURVIVORS INSURANCE PROGRAM 

by 
Wilbur J. Cohen* 

The Social Security Act Amendments of 1950 1/ substantially improve the

Federal old-age and survivors insurance system and incorporate a number

of novel coverage and tax features. Not only are 10 million additional

persons covered under the provisions of the insurance program but the

groups covered, the groups excluded, the methods used to obtain coverage,

the rate of the tax and the forms for collecting the taxes on some of the

groups are of unusual interest.2/ A revised and expanded definition of the

term "employee," after a long and complex controversy; the exclusion of

such professional groups as doctors and naturopaths from coverage of the

self-employed; coverage of American citizens rendering services outside the

United States for American employers; provision for the voluntary waiver

of tax exemption by nonprofit institutions; coverage of State and local

employees by voluntary agreements between the States and the Federal Govern

ment--these are some of the new and important features of the amendments.


In attempting to revise and improve the social security program innumerable

collateral issues were raised involving constitutional, pblitical,

administrative, and tax questions. Illustrative of the complexity and

far-reaching implications of the proposals considered was the expanded

definition of the term "employee" which was opposed by some because it

might find its way eventually into other legislation relating to labor

disputes, wages-and-hours, workmnen's accident compensation and tort

liability. Coverage of nonprofit institutions raised some very sensitive

issues of relationship between church and state. This article will

attempt to trace the background of the various issues which arose and

the decisions which were made.


*The author wishes to acknowledge the valuable help he received from

George J. Leibowitz, Chief of the Program Planning Branch, and

Mrs. Sara A. Brown, Coverage and Coordination Planning Branch, both of

the Division of Program Analysis, Bureau of Old-Age and Survivors Insurance.


1/ Public Law 734 (81st Cong., 2nd Sess.), approved August 28, 1950. 

2/The new law also provides for many important changes not discussed in

this article in the tax and benefit provisions of the insurance pro

,gramas well as changes in the public assistance, maternal and child

health and welfare, and unemployment insurance provisions. For a

detailed summary of the entire law as well as an account of the

legislative history of the bill see Wilbur J. Cohen and Robert J. Meyers,

"Social Security Act Amendments of 1950: A Summary and Legislative

History," Social Security Bulletin, October 1950, PP. 3-14.
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SUMMARY OF COVERAGE AND FINANCING PROVISIONS


The new law extends compulsory coverage under the Federal old-age and sur-,

vivors insurance system to about 8 million persons, and voluntary coverage

will be available for about 2 million employees of State and local govern

ments and nonprofit organizations. 3/ The new coverage became effective

January 1, 1951.


The 	specific changes in coverage are, as follows:


A. 	Self-employed


The new law covers approximately 4- 3/4 million self-employed persons whose 
annual net income from self-employment is at least $400o. It does not cover 
self-employed farmers, physicians, lawyers, dentists, osteopaths, chiro
practors, optometrists, Christian Science practitioners, naturopaths, 
professional engineers, veterinarians, architects, funeral directors, and 
certified, registered, licensed, or full-time practicing public accountants. 

B. 	Agricultural workers


The new law covers about 200,000 borderline agricultural labor, such as

processing workers previously excluded. In addition, it covers about

650,000 "regularly employed" agricultural workers. A farmworker is

"7regularly employed" if he has 3 months' continuous service for one employer

before coverage starts, and thereafter employment by that employer on a

full-time basis for at least 60 days in a calendar quarter with cash wages

of at least $50 for services in the quarter.


C. 	Domestic workers


The new law covers approximately 1,000,000 "regularly employed" domestic

workers not in farm homes (those in farm homes would be covered as

agricultural workers). A domestic worker is "regularly employed" by a

single employer if he works at least 24 days in a calendar quarter with

cash wages of at least $50 for services in the quarter.


D. 	Employees of nonprofit organizations"


The new legislation contains the following provisions for voluntary

coverage of about 600,000 employees of nonprofit organizations:


1. 	If the employer does not agree to pay his share of the contribution,

the employees cannot be covered.


2. 	Even if the employer agrees to pay his share, none of the employees

can be covered unless two-thirds of them accept coverage.


3/The estimates given here are based upon employment in an average week

in 1950. The number affected during an entire year will be much larger.
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3. If two-thirds or more of the employees accept coverage, those

employees who do so, plus any employees hired in the future, will

be covered.


4. Coverage must be for an initial period of at least 8 years, and in

addition 2 years' advance notice must be given before coverage

can be terminated. Thus the minimum period of coverage is

10 years.


Ministers and members of religious orders will continue to be excluded.


E. Employees of State and local governments


The new law provides voluntary coverage for approximately 1,450,000 State

and local government employees through agreements between the States and

the Federal Government. Public employees covered under a retirement

system on the date when the agreement is made applicable to the governmental

unit which employs them cannot be covered under old-age and survivors insurance.

In addition, the new law extends compulsory coverage to employees of transit

systems taken over by State or local governments after 1936 unless they are

covered by a general retirement system (if the transit system was taken

over before 1951, the employees are covered even if under a general retire

ment system unless that system is protected by the State constitution).


F. Federal civilian employees not under a retirement system 4/


The new law covers employees of the United States Government, or of wholly

owned corporations of the United States, who are not covered under any

Federal retirement system. This results in covering most short term

Federal employees, including those serving under temporary appointment

pending final determination of eligibility for permanent or indefinite

appointment. In addition, employees of the following instrumentalities

of the Federal Government are covered: national farm loan associations;

production credit associations; Federal credit unions; the Tennessee Valley

Authority (if not under the TVA retirement system); post exchanges and

similar activities under the National Defense Establishment; State,, county,

and community committees under the Production and Marketing Administration;

and certain employees of the Federal Reserve System.


G. Puerto Rico and the Virgin Islands


The new law extends coverage to about 400,000 employees and the self-

employed in the Virgin Islands and (if requested by the Territorial Legisla

ture) in Puerto Rico, on the same basis as in the continental United States.


4/It was originally estimated that about 200,000 Federal employees

would be covered by this amendment. However, recent legislation and

an Executive order making practically all new appointments in the

Federal service temporary will probably increase this number greatly- 


perhaps to 500',000 or 600,000 during 1951, the exact number depending

upon defense requirements.




H. Americans outside the United States


The new law extends coverage to about 150,000 Americans employed outside

of the United States by an American employer, and to employees on

American aircraft outside of the United States.


I. Definition of employee


The new law defines an employee as 'any individual who, under the usual

common law rules applicable in determining the employer-employee relation

ship, has the status of an employee,'1 and also covers as employees

(1) full-time life insurance salesmen, (2) agent-drivers or commission

drivers engaged in distributing meat or bakery products, vegetables or fruit

products, beverages (other than milk) or laundry or drycleaning services,

(3) full-time traveling or city salesmen (other than house-to-house salesmen)

taking orders from retailers, hotels, wholesalers, 'Jobbers, and contractorsI

and (4i)industrial homeworkers who earn at least $50 in a calendar quarter

if they are subject to regulation under State law and work in accordance

with specifications prescribed by the employer.


J. Military service


The new law provides for wage credits of $160 a month to veterans for

each month of service in World War II.


FINANlCING OLD-AGE AND SURVIVORS INSURANCE 

The changes in financing old-age and survivors insurance are as follows: 

A. Taxable wage base


The limit on total annual earnings on which benefits are computed and

contributions paid has been increased from $3,000 to $3,600, effective

January 1, 1951.


B. Contribution schedule


Under the new law employers and employees will continue to share equally.

The rate on each will be as follows: 

Calendar Years Rate (percent) 

1950-1953 ] 
1954i-1959 2

1960-1964 2; 
1965 -1969 3 
1970 and thereafter 

The self-employed will pay l' times the above rates (or three-fourths of

the combined rate).
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LEGISLATIVE HISTORY


Before discussing each of the coverage groups separately, a brief

review of the process through which the legislation evolved will be

helpful to an understanding of the solutions incorporated in the

final law.


Article I, Section 7 of the Constitution provides that all revenue bills

in the Congress must originate in the House of Representatives. Since

the payroll taxes for social security are clearly revenue raising pro

visions, it has generally been accepted by the Senate that it cannot

originate basic social security legislation but must await a bill passed

by the House before it can take any action.5/ This fact accounts for the

importance attached to any decision of the House Committee on Ways and

Means to hold hearings or not to hold hearings. The scope of such hearings

predetermines or limits action on the legislation.6/


The power and prestige of the House Committee on Ways and Means is so

great 7/ that the committee is accorded special consideration in both

the executive and legislative branches. Despite President Truman's


5/The Senate, however, has on occasion added social security amendments

to general tax bills passed by the House. See, for instance, the Revenue

Acts of 1942, 194i3, and 1945. The War Mobilization and Reconversion Act

of 1944 originated in the Senate. This Act contained the provisions in

the Social Security Act for establishing the George loan fund for

unemployment' insurance. In 19)46, the Senate passed S. 2204 relating to

insurance benefits to survivors of World War II veterans. The House,

however, incorporated the provisions in a House bill, H.R. 7037, which

was sent to the Senate, considered and passed and became the Social

Security Act Amendments of 19)46. Minor amendments to the public assist

ance titles of the Social Security Act have been enacted in legislation

which was not considered by either the House Committee on Ways and Means

or the Senate Committee on Finance.


6/In 1939, for instance, the Committee announced early in the public

hearings on general social security changes that it would not

consider extension of social security to agriculture or domestic

service. No consideration was given, therefore, to these matters

in either the House or Senate.


7/ Among the other reasons for this situation is that the Democratic members

of the Committee act as the Cormmittee on Committees for selection of the

Democratic members of all Committees of the House. Moreover, the chair

man of the Committee, Robert L. Doughton, has been a member of Congress

since 1910 and first became chairman of the Committee in 1933. Five

other members of the Committee (Cooper, Dingell, Reed, Woodruff, and

Jenkins) have been on the Committee since 1933 or longer. A further

reason is that practically all important bills reported out by the

Committee are handled in the House under a "closed rule" which prohibits

any amendments from the floor. Consequently, the bill reported out

by the Committee almost automatically becomes the bill passed by the

House.
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startling personal victory in the 1948 presidential campaign, his clear

emergence as undisputed leader of his party, his personal victory in

defeating two of the former members of the Committee (Knutson and

Gearhart), 8/ and the selection of several liberal members of his own

party to thE Committee, he sent the Chairman of thre Committee a draft

of proposed legislation in a very carefully worded letter on February 21,

1949, urging only that the drafts "may serve as a basis for consideration

and discussion."' 9/ Tn the legislative process discretion often is the

better part of vallor. ±u/ 

The legislative history of the 1950 amendments may be said to have

started in 1938 when an Advisory Council made recommendations for

revisions in the insurance program. Some of these recommendations were

incorporated in the 1939 amendments; some were not. Subsequently the

Annual Reports of the Social Security Board repeated most of these

recommendations. Legislation was introduced into the Congress in every

session, beginning with 1940, to carry out these recommendations.


On numerous occasions the President of the United States recommended

to the Congress that social security be extended, liberalized, and

broadened. President Truman made such recommendations to the 80th Congress

in his State of the Union message on January 6, 1947, in his Economic

Report of January 8, 1947, and in his Budget message of January 10, 1947.

He repeated these recommendations to the second session of the 80th Congress

in his.Budget message, January 6, 1948. On May 24, 1948, the President

sent a special message to the Congress which recommended:- (1) more

adequate benefits under old-age and survivors insurance; (2) extended

coverage for old-age and survivors insurance; (3)extended coverage for

unemployment insurance; (4)insurance against loss of earnings due to

illness or disability; and (5)improved public assistance for the needy.


8/For a discussion of the President's participation in this matter

see the section, infra, on the definition of "employee.'"


91The entire letter is published in Hearings before the House Committee

on Ways and Means on H.R. 2892, Part 1, 81st Cong., 1st Sess., 1949,

page 1.


10/ 	 Yet, it is significant that .the President did not alter or eliminate

any of the provisions of the proposed legislation as a result of the

doubts expressed by some of the influential Congressmen on such

proposals as extension of coverage to agriculture at the meetings

which preceded his sending the drafts to the Committee. Moreover,

despite the fact that agricultural workers were not covered in

H.R. 6000 as passed by the House, the Senate did include "regularly 
employed" agricultural labor, and the final law incorporated a 
compromise provision covering 650.,000 hired farm workers. 
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Despite the recommendations of the President the 80th Congress did not 
give consideration to any broad changes in the social security law. In 
a Committee Report to the House of Representatives, the majority of the 
Committee stated that they concur "in the conclusion that the broad 
problems covered by most of the bills must be deferred until the effects, 
the cost, and the difficult administrative problems 'which these bills 
involved can be adequately measured and appraised." The Committee then 
reported out the Reed bill (H.R. 6777) which was passed by the House of 
Representatives on June 14, 1948. The bill was so limited and was 
enacted so late in the session that the Senate Finance Committee did 
not hold hearings on the bill or consider it, and the bill died. 

President Truman again recommended broad and extensive improvements in

the social security program in his Budget message of January 3, 1949.

The letter of the President to the Chairman of the House Committee on

Ways and Means, was preceded by a conference of Democratic leaders with

the President, including all the Democratic members of the House Committee

on Ways and Means. This is not a frequent practice but a very useful and

important one in assuring congressional consideration of legislation.

*The House Committee immediately called hearings on the two draft bills 11/

submitted by the President and held public and executive hearings for

many weeks. As a result of these hearings the Committee drafted and

reported out a single bill, H.R. 6000, which eventually became the

Social Security Act Amendments of 1950. The final legislation incorporated

many of the basic proposals recommended by the President but differed in

nnnyrespects in important matters of essential detail. The length of

time required for the various stages of House action resulted in the bill

passing the House of Representatives on October 5, 1949, in the closing

days of the first session. The bill, as amended, passed the Senate on

June 201, 1950. The conference report was approved by the House of

Representatives on August 16 and in the Senate on the following day.

President Truman affixed his signature to the bill on August 28, 1950.


TEE SELF-EMPLOYED


The coverage of self-employed persons under the new law is significant.

from several points of view. Self-employed persons are the largest single

group covered by the amendments. Moreover, coverage of self-employed

persons represents an important innovation since only persons who were

"employees" of an employer had previously been covered. At the time the

Social Security Act was first enacted in 1935 very few countries covered

self-employed persons under their insurance program. For instance,

Great Britain did not extend coverage to the self-employed until 1948. 12/


11/ 	 H.R. 28392 dealt with the public assistance and child welfare provision

of the Social Security Act which do not involve levying of special

taxes. H.R. 2893 dealt with the Federal old-age and survivors

insurance benefits, disability insurance benefits, and the payroll

taxes for these benefits.


12/ Wilbur J. Cohen, "Coverage of the Self-Employed Under Old-Age and

- Survivors Insurance: Foreign Experience," Social Security Bulletin,


August, 1949, pp. 11-15.
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The plan for covering the self-employed involves a departure from the 
payroll-reporting mechanism for covering employees. Collection of the 
tax and reporting of income for the self-employed will be associated with 
the income tax. Most significant, however, is the fact that after careful 
consideration the Congress provided for coverage of the self-employed on 
a compulsory basis instead of a voluntary basis. 13/ The reports of both 
the House and Senate Committees on H.R. 6000 note-that the Committees 
"1gave thorough consideration to the possibility of coverage on a voluntary 
basis., but thereare fundamental objections to that approach. The history 
of voluntary social insurance in the United States and in other countries 
indicate definitely that only a very small proportion of all eligible 
individuals actually elect to participate. Moreover, those who do elect 
are usually not persons of below-average income who are in the greater 
need of such protection. In addition, voluntary coverage would probably 
attract almost exclusively people who are already aged and others who can' 
foresee a large possible return for their contributions; as a result, 
the program would be faced with adverse selection of risks and consequently 
there would be a serious drain on the trust fund." 1)4/ 

Coverage of the self-employed became feasible only after the solution 
of a number of difficult administrative problems. 15/ In 1938, both the 
Advisory Council on Social Security L6/ and the Social Security Board 17/ 
reported to the Congress that they were unable to recommend a practical 
plan for coverage. In November 1947, however, the Treasury Department 
issued a report outlining a plan for the coverage of the self-employed 
in which they concluded that "administrative considerations no longer 
constitute a barrier to expanded coverage." 18/ 

13/ 	 H.R._2046_introduced in the 80th Congress by Mr. Curtis, a Republican

member of the House Committee on Ways'and Means, provided for coverage

of the self-employed on a voluntary basis. It is significant that

the bill advanced by the Republican members of the Committee in the

8lst Congress (H.R. 6297 introduced by Mr. Kean) as a substitute for

H.R. 6000 provided for a compulsory coverage of the self-employed.


14/ 	 House Committee Report No. 1300 (81st Cong., 1st Sess.) p. 10; Senate

Committee Report No. 1669 (81st Cong., 2d Sess.) pp. 11-12.


15/ 	 For a brief review of these problems see Harold P. Packer and

G~eorge J. Leibowitz, "Coverage of the Self-Employed Under the Old-

Age and Survivors Insurance Program," 36 California Law Review 61,

(1948).


L6 Final Report of the Advisory Council on Social Security, Sen. Doe. 
No. 4, 76th Cong., 1st Sess. (1939)j p. 23. 

17/ 	 Report of the Social Security Board,,House Doc. No. 110, 76 Cong.,

1st Sess. (1939), P. 11.


L8/ 	 The Extension of Old-Age and Survivors Insurance to Agricultural 
and Domestic Service Workers and to the Self-Employed, Division of 
Tax Research, Treasury Department, (1947), p. 6 (m-imeographed). 
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In the case of the self-employed, the original basis for exclusion was

largely administrative in character and related to the pi'oblem of

collection taxes from self-employed persons with low incomes. The

financial structure of the contributory old-age insurance system adopted

in 1935 was built around employer and employee taxes on wages collected

at the source. It placed primary responsibility on the employer for

compliance and avoided the need for returns on the part of individual

wage earners. This mechanism obviously was not applicable to the self-

employed where employer and employee are one and the same person. The

financing of social security benefits for the self-employed had to be

built around some alternative structure involving self-reporting by

covered persons. The mechanism which held most promise appeared to be

an adaptation of the procedures used for income tax purposes. Since,

however, the income tax of those days employed large personal exemptions

and was a tax payable by a relatively small segment of the population,

its adaptation for social security purposes would have required

innovations which were then regarded as involving too much risk. The

retention of substantial income tax exemptions for old-age insurance

purposes would, in effect, have entailed the exclusion of precisely those

self-employed persons who were most in need of social security protection.

The drastic reduction of exemptions or their complete elimination, on

the other hand, involved questions of enforcement practicability which

were then difficult to appraise. 19/ The lowering of the personal

exemptions during World War II an-dthe successful administration of the

income tax to millions of persons with relatively low income was largely

responsible for the Treasury Department and the Congress coming to the

conclusion that coverage of the self-employed was administratively

feasible. The unanimous recommendation in 1948 of the Advisory Council

on Social Security to the Senate Committee on Finance that coverage of

the self-employed was feasible and desirable on a compulsory basis was

of great importance. 20/


The 1950 amendments extend coverage to some 4,650,000 self-employed

pers'ons. In general, those covered are persons (other than farm operators

and certain specified professional people) whose net earnings from self-

employment are at least $400 in a year. The excluded professional groups

are: lawyers, physicians, dentists, osteopaths,, chiropractors, naturopaths,

Christian Science practitioners, optometrists, veterinarians, professional


19/ 	 Ibid., p. 2


20/ 	 Old-Age and Survivors Insurance, A Report to the Senate Committee

on Finance from the Advisory Council on Social Security, 80th Cong.,

2d Sess., Sen. Doc. No. 149, 1948, pp. 15-17
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engineers, architects, funeral directors, and certified, registered,

licensed or full-time practicing public accountants. 21/


The covered group includes proprietors (sole owners and partners) Of

retail stores, service establishments, wholesale~ and jobbing businesses,

manufacturing plants, and transportation, communication, insurance, real

estate, publishing, and financial enterprises. In addition, it includes

about 250,000 borderline workers, such as part-time life insurance sales

men, house-to-house salesmen, operators of leased taxicabs, and "newsboys"

over 18, who are excluded from coverage as employees but will be treated

as self-employed persons. 22/


The amendments base the coverage of the self-employed'on concepts used

in determining net profit from a trade or business for income tax purposes.

For social security purposes a self-employed person will copy the amount

of his net earnings from self-employment, as determined on the trade or

business schedule of his income tax return, on a social security schedule

which will be part of the same return.


The term "net earnings from self-employment"i means, with certain

exceptions, an individual's net profit from a trade or business carried

on by him or by a partnership of which he is a member, as determined for

income tax purposes. Among the exceptions are earnings from farming,

the specified professions, the ministry and the holding of public office.

In addition, the following types of nonbusiness income are excluded:

rentals from real estate, unless received by a real estate dealer in the

course of his trade or business; dividends and interest on stocks and

bonds, unless received by a securities dealer in the course of his trade

or business; capital gains and losses; and income from an estate or trust

derived by a beneficiary of the estate or trust. Another deviation from

normal income tax procedure concerns the carryover loss deduction. For

social security purposes, losses in previous years are not used in


Jl 	 After the House Committee had voted to cover the self-employed, a 
Washington lobbyist opposing health insurance informed doctors that 
if they were covered by social security they would inevitably be 
drawn into a government system of medical care. This started a 
flood of letters and telegrams to Congress for doctors and dentists 
opposing their coverage under the law. Faced with the necessity of 
complying with the desires of these groups, the House Committee also 
excluded professional groups which seemed to them to be in the same 
general circumstances as doctors and dentists. When several other 
groups such as funeral directors and accountants later learned of 
this action, they petitioned the Senate Finance Committee to be 
excluded so they could be considered a "professional" group. The 
desire to obtain indirectly a "professional" status by Federal 
statute was more compelling than the value of social security protec
tion. The only exception was newspaper publishers who were excluded 
by the House bill but included in the Senate version and in the final 
law. 

L2/For the legislative history of the exclusion of news vendors see 
Wilbur J. Cohen and James L. Calhoon, "Social Security Legislation, 
January-June 1948: Legislative History and Background," Social 
Security Bulletin, July 1948, pp. 3-5. 
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computing net earnings from self-employment for a current year. The

term "net earnings from self-employment" embraces such trade or business

income as rentals received by an operator of a hotel, rooming house,

tourist camp, or warehouse, interest on accounts receivable, and

royalties derived in the conduct of a trade or business. In the case of

trade or business income to which community property laws are applicable,

the entire income of the trade or business will be regarded as the income

of the husband unless the wife exercises substantially all the manage

ment and control of the business, in which case the entire income will

be regarded as hers. If a husband and wife are legal partners, each one

will be credited with his or her distributive share of the partnership

income.


The exclusion from coverage of persons whose annual net earnings from 
self-employment do not reach $400 is aimed at preventing contributions 
which may never result in benefits from persons whose self-employment 
is either sporadic or supplementary to other income that provides their 
basic means of livelihood. This was not the reason, however, for excluding 
the professional persons and farm operators. 

In connection with each of the excluded professional groups, Congress

made it clear that the exclusion reflected an attempt to comply with what

it believed were the wishes of the group itself. Unfortunately, many of

these groups had been confronted with a dilemma with respect to their

desire for coverage. Faced with the choice of being covered and not

listed among professional groups in the law, or of not being covered but

receiving congressional recognition of their professional status, most

of them decided in favor of the latter.


Farm operators were excluded from coverage, mainly because few individual

farmers expressed a desire for coverage to their Congressmen, and the

farm organizations were split on the question. While two of the major

farm organizations recommended the coverage of farmers, another suggested,

however, that it would be desirable to get some experience with the

coverage of the nonfarm self-employed before attempting to include farmers

in the program.


The self-employed person would first compute his net earnings from self-

employment and then his "self-employment income, which is the amount to

be posted to his wage record and on which his insurance contributions are

figured. An individual's self-employment income is ordinarily the same as

his net earnings from self-employment. In three situations, however, it

would be different. First, if his net earnings are less than $400O in a

taxable year there is no self-employment income. Second, a nonresident

alien, regardless of his net earnings from a trade or business carried

on within the United States, has no selif-employment income. Third, if

an individual's net earnings, either alone or in combination with his covered

wages as an employee exceed $3,600 in a takable year, his self-employment

income will be reduced to either $3,600 or an amount equal to $3,600 less

his covered wages. The first provision was designed to avoid contributions

that would never result in benefits, the second, to exclude a group

Congress did not wish to cover, and the third, to avoid taxing earnings

in excess of the $3,600 maximum.
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The tax rate for the self-employed is set at l1-times the employee

contribution rate which is equivalent to three-fourths of the combined

employee-employer rate. One of the reasons for this special rate, accord

ing to the Advisory Council on Social Security, is the fact that some of

the self-employed "will be paying on income from capital investment as well

as income from personal services. Moreover, if they were required to pay

twice the normal employee rate, the high-income self-employed persons who

contributed over a long period might be 'overcharged' for their coverage

in relation to what they would have to pay for comparable protection under

private insurance. The later retirement age which characterizes the self-

employed will lengthen their contribution period, reduce the number of

years they receive retirement benefits, and result in saving to the trust

fund." 23/ In addition, employers can deduct their contribution as a cost

of doinE-business in the computation of their income tax. The self-

employment tax cannot be deducted.


AGRICULTURAL LABOR 

President Truman had recommended-that agricultural labor and self-employed 
farmers be included under the insurance system. In the conference which 
the President held with the Democratic members of the House Committee, 
several of the most influential members voiced objections to including 
these groups. Among the objections given were the administrative and 
political difficulties of collecting taxes, the migratory character of 
much of the farm labor, the lack of adeqvuate records among farmers and 
the individualism of farmers. 

The President was fortified on the other hand with support from other

members of the Committee who could cite the unamimous recommendation of

the Advisory Council on Social Security for including both groups 2)4/ and

the recommendation from the Treasury Departrment and the Social Security

Administration that coverage of these groups was administratively 
feasible. 25/ 

The provision of H.R. 2893 as presented by the President to the Committee 
included both groups. The President's bill proposed the coverage of all 
farm labor. The bill did not provide for the exemption of any irregularly 
employed individuals in the group but did provide that remuneration of 
less than $25 a quarter for service in connection with the employer's 
operation of a farm would not be counted for tax or benefit purposes. In 
addition "wages" were defined to include the "cash-vallue of all remuneration 
paid in any medium other than cash." 

The House Committee on Ways and Means discussed at some length methods

of covering these two groups but the bill which they reported out did

not include them.


23/ Old-Age and Survivors Insurance, op. cit., p. 16 

2)4/ OP. Cit., PP. 15-17


L5/ Op. cit., p. 6 
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According to Representative Doughton, Chairman of the Committee, farmers

were excluded-by the Committee because "we have had no evidence that a

ma~jority of them have such a desire." 26/


The House bill, however, redefined the term "agricultural labor" so as to

cover several hundred thousand individuals in borderline processing and

handling activities frequently referred to as "industrialized agriculture."


In the Senate Committe on Finance considerable attention was given to the 
entire matter of coverage of farmers and farmhands. Senator Byrd of 
Virginia, a member of the Committee, and an employer of large numbers of 
agricultural labor, was sympathetic to the coverage of agricultural labor 
as was Senator George, the Chairman. A careful review of the testimony 
and attitudes of the farm organizations indicated that despite differences 
on the coverage of farmers all groups favored coverage of the hired employee.27/ 

The Committee reported out an amendment, adopted by the Senate which 
covered "regularly employed't agricultural labor. In brief, the main pro
visions of the test of whether an individual was "regularly employed" was 
whether he performed agricultural labor on each of some 60 days during a 
calendar quarter and the cash remuneration for such service was $50. 28/ 
In the Conference Committee," this provision was restricted still furth~er 
as a "concession" according to Senator George, "we made to the House 
Conferees in order to bring about an agreement upon the bill." 29/ 

W~hether or not a farm worker is covered under the new law is determined,

with respect to his work for each of his employers, on a calendar quarter

basis. Before he can be covered, a farm worker must work for an employer

during a qualifying period of one entire calendar quarter. 30/


26/ 	 Congressional Record, Oct. 4, 1949, p. 14023, (daily e~d_.) For state

ments by various Congressmen on the desirability of covering farmers

see the Congressional Record, pp. 14017, 14032, 14033, 14168, 14185,

14189, 14225, 14228-9 and A6717, Oct. 4, 5, and 17, 1949, (daily ed.).


2-7 	 Social Security Revision, Hearings before the Senate Committee on

Finance, (61st Cong. 2d Sess.) on H.R. 6000, PP. 771-801, 756-762.


28/ 	The actual provisions of the Senate version were more detailed than

the summary given here. See p. 84 of the Senate Committee Report,

op. cit. Senator Murray proposed an amendment in the Senate to

broaden coverage for farm workers by reducing the 60-day requirement

to 40 days. See Congressional Record, June 20, 1950, PP. 9032-3,

(daily ed.). The proposed amendment was not adopted.


29/ 	 Congressional Record, August 17, 1950, P. 12884, (daily ed.).

Senator George estimated that the conference agreement reduced the

number of agricultural labor covered by 150,000,that is, from

800,000 to 65o,ooo, Ibid.


3/This was the major "concession" to which Senator George referred. In

addition, the Senate version referred to employment "on each of some

sixty days." This was changed to "on a full-time basis on sixty days"

by the Conference Committee.
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After he has served the qualifying period, the employee will be covered

in each succeeding quarter with the same employer as long as he continues

,to work at least 60 days on a full-time basis and earns cash wages of *50.

He will also be covered for the first quarter in which he works less than

60 days if he earns cash wages of at least $50. In this event, before he

can be covered in any future quarter, he must again serve a qualifying

period.


Only wages paid in cash count for a farm worker's social security. Payments

in the form of room, board, farm piroducts, firewood, or other perquisites

cannot be counted.


Employees who perform the following kinds of work will be covered: planting,

cultivating, or harvesting any farm crop; raising or tending livestock,

bees, or fur-bearing animals on a farm; pre]paring, processing or delivering

crops or livestock to storage or to market; cooking or doing other house

hold work on a farm; or doing other general farm work. - Not only persons 
doing general farm work but also those working in a farmer's home are 
defined as agricultural'labor by the new law. 

As an illustration, take the case of Bill Smith who has been working for 
'Albert Jones as a dairy hand. Bill has worked for Mr. Jones all of the 
fourth quarter of 1950; therefore, he can be covered for social security 
beginning January 1, 1951. During January, February, and March of 1951, 
Bill works continuously for Mr. Jones ~Lnd earns $200 in cash 'wages. 
These wages will count for social security. 

In May 1951, Bill takes a different job, with a new employer, Mr. Roy Alman.

Thus, during the April-June quarter of '1951, Bill works 24idays for

Mr. Jones and earns $65 in cash. He works 48 days for Mr. Alman and earns

cash wages of $150. Bill's work for Mr. Jones counts for social security

but not his work for Mr. Alman, because he has not yet worked a "qualifying

quarter" for him.


During the third quarter of 1951 (July-September), Bill works full-time

on the Alman farm and earns $250 in cash. These wages also are not counted

for social security. Bill's work for Mr. Alman in this third quarter,

however, is his "qualifying quarter" with Mr. Alman. Consequently, as

Bill continues to work for Mr. Alman all the fourth quarter of 1951, his

wages in that quarter again count for social security.


.Employers of regularly employed farm workers will file a social security

tax report form four times a year. The first report from employers of

newly covered farm workers will be due in April 1951 and will cover the

3-month period, January through March. Forms for preparing the tax report

will be obtained from the Collector of Internal Revenue. On the quarterly

reports, employers will list the names,! account numbers, and taxable wages

of their employees. They will then mail the report with a check or money

order in an amount representing taxes deducted from the employees' wages

and their own matching contribution.


Under the amendments, most agricultural processing operations are no longer

agricultural labor. The services continued as agricultuaal labor, however,

when the agricultural processing is done for an individual employer who
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was also the producer of more than half the commodities on which the work

is done. Likewise, if the services are performed for an informal group

of farm operators of fewer than 21 members, who among them grew all the

commodities, the services remain agricultural.


In all other cases', however, when the employer is.a farm operator who did

not grow half the commodities, or a farmer's cooperative, or an informal

group of farmers of more than 20 members, or an informal group of farmers

of 20 or fewer members who did not grow all the commodities, or a

commerical handler of fruits and vegetables--the services are no longer

agricultural. In these cases, the workers will be covered on the same

basis as workers in commerce and industry and without regard to regularity

of employment or amount of wages.


Services in the production or harvesting of maple syrup or in connection

with the raising or harvesting of mushrooms or the hatching of poultry

(all previously excluded from coverage by being defined as agricultural

labor) are now classified according to where the p7ork is performed. Those

services performed "ton a farm" continue to be agricultural labor and

subject to the laws and regulations governing that type of work. The

off-farm services are covered employment without any such limitations.

Services in connection with farm irrigation systems operated for profit

were also eliminated from the definition of agricultural labor and thus,

covered as nonfarm employment.


DOM4ESTIC SERVICE


For many years, consideration was given to covering domestic service under

the insurance system. Administrative problems similar to those relating

to the coverage of agricultural labor were largely responsible for post

ponement of coverage.


The exclusion from social insurance coverage of persons engaged in "domestic 
service in a private home" dates, like the exclusion of agricultural workers,, 
from the 1935 Social Security Act. As in the case of agricultural workers, 
the Committee on Economic Security had originally recommended coverage of 
household workers., but the Act, as finally passed excluded them. This 
exclusion was based on the grounds that it would be desirable, first of 
all, to develop experience in administratively less difficult areas of 
operation. However, neither their need for coverage nor the administrative 
feasibility of such coverage at a future date was denied. 

When the Social Security Board and the Advisory Council on Social Security

were called upon for recommendations in connection with the proposed 1939

amendments to the Social Security Act, they expressed themselves-in favor

of the extension of old-age and survivors insurance to household workers.

In their opinion, sufficient administrative experience had been gained in

connection with industrial and commercial employees to provide a basis for

undertaking the coverage of household employees. However, Congress did

not accept this recommendation. On the contrary, Congress extended the

scope of the exclusion by exempting service of domestic employees of local

college clubs and local chapters of college fraternities and sororities.
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The President's bill, H.R. 2893, proposed the coverage of all domestic

service. The bill did not provide for exemption of any irregularly

employed individuals in the group but did provide that remuneration of

less than $25 a quarter for such service would not be counted for either tax

or benefit purposes. In addition, "wages" were defined to include the

"tcash value of all remuneration paid in any medium other than cash."


H.R. 6000 as passed by the House of Representative provided for coverage

of domestic service in any calendar quarter only if they earned at least

$25 in cash wages in a quiarter and rendered service on 26 days in the

quarter. The 'general idea was to cover domestic workers- regularly employed

by a person twice a week. The minority on the Committee on Ways and Means

advocated covering all domestic workers who worked at least 1 day a week

for an employer for 6 days in di~ffferent weeks in the quarter and who

received $25 in the quarter.


The Senate Committee on Finance raised the $25 cash wage requirement to

$50 31/ and reduced the 26-day requirement to 214 days to permit coverage

of tHe-domestic worker who has a regular "twice-a-week job" but who

misses 1 or 2 days in a quarter due to sickness or some other reasons. 32/


The Conference Committee accepted, in general, the Senate version.


Under the amendments, domestic service in a private home not on a farm

operated for profit is covered if the cash wages paid in a calendar quarter

are $50 or more and the worker is "regularly employed" by the employer

during the quarter. Thus,, households employing such persons as maids, cooks,

laundresses, handymen, housekeepers, babysitters, practical nurses, 33/

governesses, valets, butlers, gardeners, and chauffeurs will be required

to determine whether their workers meet the tests for coverage.


A domestic worker who works for an employer on 214. different days during a

calendar quarter is considered regularly employed by that employer in

both that quarter and the quarter immediately 'following it.


X31/ 	 The reason for the Senate increase was to assure that domestic workers

would not be taxed unless they receive enough wages to give them a

quarter of coverage. Otherwise there would be the possibility of

domestic workers receiving cash wages between $8 and $16 per month

being taxed thereon although benefit credits would never accrue for

such a quarter for eligibility purposes.


=3/Senator Lehman proposed an amendment in the Senate to broaden coverage

for domestic employees by reducing the 24-day requirement to 6 days,

each being in a different week. See explanation in Congressional

Record, June 1, 1950, p. 8950 (daily ed.). The proposed amendment was

not adopted.


3/some practical nurses may be self-employed if they hold their services

.out to the public, their services are primarily concerned with the care

of the patient, and such services are performed under the direction of

an attending physician. Where a practical nurse performs services under

the supervision and direction of the housewife, and the services are of

a household nature, the practical nurse may be considered a domestic

employee.
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Ohly the cash wages of a domestic worker are taken into consideration.

Noncash wages, such as room, board, meals and transportation are not

considered. Tokens used for carfare are not to be considered a cash

payment but cash for carfare is to be included with the wtage. An example

of the application of the test follows:


Daring the quarter from January 1 through March 31, 1951, Alice Rogers

works for Mrs. Black on Monday and Tuesday of each week. Mrs. Black pays

Alice $5ra day, plus her meals, and calls for and takes her home. Since

Alice works 2 days a week and there are 13 weeks in a calendar quarter,

she would work on 26 days if she doesn't miss any days. Even though Alice

misses 2 days of work because of illness, she still works a total of 24 days

and thus meets the requirement of being regularly employed by Mrs. Black

in the quarter. Since she is paid cash wages that total $120, her employ

ment with Mrs. Black is covered for the quarter.


Every Wednesday, Alice is employed by Mrs. Dorn who pays her $14, plus

meals and 25 cents for carfare. Since she works only 13 days for Mrs. Dorn,

she is not regularly employed and therefore not covered. Mrs. Dorn has

no social security report to make.


Alice also works for Mrs. Mitchell on Fridays and Saturdays. Her pay is 
$4.50 a day, plus meals and 25 cents a day for carfare. Since Alice works 
for Mrs. Mitchell on 26 days, she is regularly employed by Mrs. Mitchell 
and her total cash wage of $130 is covered. 3~ 

Since Alice is regularly employed by Mrs. Black and Mrs. Mitchell in the

first quarter of 1951, she will be considered a regularly employed worker

of these employers in the next quarter regardless of the number of days

she works for them. Her covereage in the second quarter, for these

employers, will depend solely on whether she is paid cash wages of at

least $50in the quarter.


It 	is estimated, of the 1.8 million persons who work in domestic service

in an average week approximately 1 million will be covered. Nearly all

the full-time workers will be covered for practically all their employment.

Perhaps half the regular day workers will be-covered but often only with

respect to some of their employers. All irregular day workers will be

excluded from coverage.


The most important problem'in administering domestic coverage was the

development of a reporting and contributing system simple enough to be

used by persons unaccustomed to record keeping. The need for simplicity

was recognized in the plans developed by the Bureau of Internal Revenue

and the Social Security Administration. Where the husband is making social

security reports for his business employees, he may add the domestic worker

in his home to these reports. In other cases., domestic workers will be


4 	 This amount r~esults from-the rounding of the cash wage of $4.75 a day 
to $5. Section 1426 (j)of the Internal Revenue Code provides for 
issuance of regulations to make the rounding of wages optional with 
household employers. An employer who chooses to round wages must do 
so for each pay period in the quarter. 
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reported on a simple return devised with special attention to the convenience 

of the housewife. L1 

The new form (Form 9)42, "Employer's Quarterly Tax Return for Household

Employees") is printed on the back of a return envelope for convenience

in mailing by the housewife. The wording of the form requires a minimum

0of-entries by the housewife. Ordinarily, the form will be delivered to

the housewife with her name and address already stamped in, so that she

will only have to fill in (a) the name, social security account number, and

wages of each household employee covered by the law, and (b) the combined

employer-employee taxes due.


"The new report form, condensed into a few lines on a return enve lope,

specially designed for the housewife, is simply a logical adaptation

of a system proved through long experience. The designers have

eliminated the preparation of duplicate copies, reference to

'fine print' regulations, and all other complications which might

be burdensome or confusing to a housewife unused to business

routines." 36/


The 1950 amendments change the coverage requirements for services not in

the course of an employer's trade or business by establishing almost the

same tests for these services as for domestic service in private homes.

The new law limi-ts the covered wages of,an employee performing nonbusiness

services to cash payments. It requires also that the employee must be paid

at least $50 in cash wages for the quarter'by an employer to be covered.

The $50 test refers., however, to an amount of wages paid for a given

quarter, rather than to the amount paid in the quarter as is the case for

domestic service. On farms operated for profit, nonbusiness services,

like domestic service, are defined as agricultural labor.


NONPROFIT INSTITUTIONS


The provisions for voluntary coverage of employees of nonprofit institutions

for old-age and survivors iiisurance are a novel feature of both the

Internal Revenue Code and the insurance program. The provisions in the

law were devised and approved by, the Conference Committee and are strikingly

different from the provisions of any of the bills previously introduced or

passed by either House.


The search for a solution, of the problem- of covering employees of nonprofit

institutions began in 1935 when representatives of such institutions asked

to' be excluded from the original social security program because of the

fear that it might endanger their tax-exempt status. Additional reasons

such as the lack of need for such protection, and the difficulty in meeting

the extra costs were soon dropped. In the competition for workers who

were seeking higher paid jobs, particularly during the war and postwar

period, nonprofit institutions found themselves hard-pressed to hold and


See form 9)41 and form 942 on following pages.


36 Joint Statement of Commissioner of Internal Revenue and Commissioner of 
Social Security on New Household Employee Coverage, Nov. 29, 1950 
(Mimeo.) P. 3 
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Fomisr4 ired, and also has hoamehald emiployees in his private of column 20 oppos~tethe nam of the particulrepoe.Hue 
(~noeam hom4 who meet the 550--24-day test, he may, if hesoa hold wokers ina private home on a farm operated he profit should 
desires, include hiis household employees with his other employees an he identified as agricultural workers 

tFesanneell1stroobes so. beekb anpaeste 55ev) 
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DEPOSITARY RECEIPT RECORD 

This space is to be used only by employers Serial No. ad Form 450 Fed, Res. Validation Date Amount 

who make deposits of inicome tax withhold 
and F.I.C.A. taxes. Every employer who....................................................--------
is liable for more than $100 of these taxes...................................................---------
during amouth should deposit such taxesm...................................................---- ----------------------
a Federal Reserve Bank or an authorized...................................................--- ----------------------
local bank in accordance with Circulaz E... --------------------------. -------------------------. ----------------------
Such deposits for the third month of any....................................................-- ----------------------
quarter, and deposits of $100 or less, are....................................................-- ----------------------
permissible but not required. Each deposit....................................................-- ------------- -------
should be accompanied by a Receipt Form...................................................-- ----------------------
450 which will be validated by the Federal....................................................-- ----------------------
Reserve Bank and returned to employer.- ------------------ ---------------- --------------
Validated receipts should be listed in this ------------------ ---------------- --------------
space and submitted with this return, to.- ------------------- ---------- ---
rgether with such other remittances as may Total ofall Depository Receipts----.......................$------.......... 
be necessary to pay total taxes shown in TOta of otlher Remittancee (such as Cash, Check, Mi.0., etc.). $ 
Item 9 on other side of this form. Total Payments (same as Item 9 on other side)..... $ 

GENERAL DINITRUCTONX 
The tnstructions below tel you details for preparing and tiling form 

941. Additional instructions are contained in Circular E or in a brief 
pamphlet hor farmners, Circular A. 

Ctrculor E contains instiuctions ais to both (a) Income tax with. 
holding fram wages, and (b) tones under the Federal Insurance 
Coniributious Act. Circular A is available tor use by employers 
who have only ogricultural employees and who are liable only for 

.I.C.A, tones. Employers should refer to such circulars hr intorina-
lion as to the employers and employees who are liable tar these 
taxes, the types of Payments defined by law as "wages." the caom-
pating and deducting of tones tram wages, how to adjust errors, and 
other loots employers need to hnow in order to comply with the low, 

Copies of Circular E or Circular A may be obtained from the 
Collector of Internal Rtevenue upon. request. Employers also may 
obtain copies of Circular Kt "Household Employer's Social Security 
Ton Guide." Special tnstruclioss hor employers of agricultural and 
household employees appear an the hack of the original at this return. 

Puxpe of roems %I.-This form combhines 6e reporting of 
Income tan withheld from wages and the tanes under the Federal 
Inaurance Contributions Act. If you have only one ci these tones to 
report, you should till in only the portion which are appliz-able to you. 

Whe must file.-l yon hove one or more employees you must 
make a return tar the first quarter in which you are required to 
Withhold Income tan iram, wages, or in which you pay Wages tonable 
under the Federal Insurance Contributions Act, and hor each quarter 
thereafter. 

Ii you temnporarily, discontinue paying wages (for example, seasonal 
activities) you must neverthelese file returns. In case of a change of 
ownership or other transfer of the businees during the quarter, both 
the old and new employer must tile returns, but neither should report 
wages paid by the other, 

After you hove once filed a return, the Collector will mall you a 
blank term every three months. If the term should tall to reach you, 
request a Farm 941 fromnthe Collector so that you can make your 
return on time. 

Qusrierly returns and due detes.-A return must be filed hor 
each quarter of the calendur year as follows: 

O-A. oo.-,t ~ o 

January, February, March April 30 
April, May, lan July 31 

July, August September Octobe 31 
October, November, December January 31 

However, if, and only if, the return is accompanied by depositary 
receipts, Farm 450, showing timely deposits in full payment of the 
taxes due for the entire calendar quarter, the return may be filed on 
or before the tenth day of the second mnoth following the quarter hor 
which it is mode. 

Unless already shown on the form received from the Collector, enter 
in the spaces at the right ot the employer's name the months and year 
of the calendar quarter for which the return is tild. 

If you no longer expect to pay wages suhtect to any at the tones on 
this term you must file a "Final Return." Such return is due not later 
than the 30th day after the date of the tart payment of taxable wages 
as shown in the statement called far in Item IS of the return. 

Where te Mle.-Th. original at this torn is to be sent to the united 
Stoles Collector at Internal Revenue tox the district in which the 
employer's principal place of business i. locaQted. The duplicate is to 
be kept by the employer. 

Payement of tax.-Each return must be accompanied by remit-
taons, (cash, check, money order, depositary receipt, or combination 
of these) hor the total lanes reported in Item 9. If payment is made 

party or wholly by depositary receipts, Form 450, till in the depository 
receipt record on the hock of the original and at the top of this page. 

Empieyer's name, address, mud identilessts. nusuber.
Forms 941 preoddreemed by Collector should be used in tiling retuns. 
li the preaddreesed torm ts lost a eeos one should he requested. If nec' 
emery to use a torm not preaddressed, type or print in Items 10 and 
11 the employer's name and identIfIcation number exoctty as shown 
on his previous returns. Do not use the identlltication number assigned 
to a prior owner. 

An employer liable for taxes under the Federal Insurance Contrilin 
thons Act who has not applied for on Identification number ehaulditle 
with. the Collector an applicatIon on Farm SS-4. Such term may be 

obtained from the Collector or trom any Social Security Administra' 
lion field office. 

An employer liable hor income tan withheld from wages, hut sot 
subject tothe Federal Insurance Contributions Act, will be assigned an 
identiffutootn number by the Collector without application. Am 

employer having only household emplayess should not tile an appli
cation hor an Identification number. 

Peamtltes end intemet-Avotd penalties and interest by tiling, 
correct returns on time. 'and by paying the tax with the returns. 

The law provides a penalty of from 5% to 25% of the tan, bat not leas 
than $5, hor late filing unlems reasonable cause imshown hrxthe delay. 
If you ore unavoidably late in tiling a return, send a tall explanoatio 
in writing along with your return. 

Penalties olso are imposed by law hor willful lailure to pay, collect 
or truthfully account hor and pay over tax, furnish statemente to 
employees, keep records, make returns, or for talse or fraudulent 
returns. 

Items 2. Adeinsheut of Inceome toec vrthohel.-Iteen 2 of this 
return is to be used hor the correction of errors in the amount tinof e 
tax withheld fram wages as reported hor the preceding quarters of the 
same calendar year. Any amount entered must be explatned by 
a statement attached te the return. This statement must set forth: 

(a) Explanation of the error which the entry is intended to correct; 

(b) The particular return period or periods to which the errorrelotes; 
(c The amount chargeable to each such period; and 

(d) 	 The manner in which the employer and employee have settled 

any overcotlection ~r undercollection of income tin withheld. 
Item 7. CredIt or edjustmeut of tuxes under Federal insur. 

mces Contriutiont s Act.-Entries in Item 7 should be made hor the 
correction at underpayments or overpayments of F.I.CA. tan as 
reported am a prior return, or credits hor overpaymente of penalty or 
interest paid with respect to such tax far prior periods. if there or 
both an underpayment and an overpayment to be reported, only the 
dillerence between the two should be entered in Item'7. Any smounst 
entered in Item I must be *explaned bya saftemsent attached 
to th, return. This statement must set forthi 

Ca) Explanation of the error which the entry is Intended to correct 
(hI 	 The particular return period orperiode to which the error relates; 
(c) 	 The amount chargeable to each such period; 

(d) 	The manner in which the employer and employee have settled 
any overcollectian or undercollection oat F.I.C.A. tax; and 

(9) 	 The tax-return period in which the error was ascertained. 
If erroneous amounts of wages were reported far employees on prior 

returns, state: 
(a) 	The name and account number O[each emnployee whose wages 

were erroneously reported; 
(b) 	The amount of wages erroneonily reported for each quarter hor 

each employee (if none, so state); and 
(c) 	 The amount of wages which should have been reported horeach 

quarter for each employee (if none, so state). 

i5ssekeose ~ste we a. eets .5 h.c t101o e at roem) 
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10LD AND SEAL TO FORM ENVELOPE FOR MAILING 

Employer's Quarterly Tax Return for Household Employees 
(FEDEtRAL OLD-AGE AND SURVIVORS INSURSANCE) 

Employer's Name and Addreei Return for Calendar Quarter 

Fill in one line for eachi household employee to whom you paid $50 or more cash wanes in the calen~dar'quartes 
covered by this return, if the employee worked for- you on 24 or more different days in that quarter or on 24 or 
mnore different days in the preceding quiarter. Pleaserate ink or typtvwritr. ________ 

Employee's Social Security Name of Employee Cash Wages Paid to Employee in 

Account Number (Flamm panrr Aa m0OWN, 0ss ACCOVuewMaMEC~AT) the Quarter (aaPOaa TAX DIUcMON: 

Make cekor moaey order payable to: In Total $ 
ml OF DITELNAL44'REVEN~UE h Cash Wag=i ____ 

v. S. OYSNMENTrnaIffa OW.. to-5f5-i 

Taxes Due -3% 'of total cash wages. Enter total here 3;LA ;T 

(134% EMPLOYER TAX PLUS 1)%% EMPLOYM TAX) Taxes Due 

Employer's Name ad .Address Return for Calendar Quarter 

I declare under the penalties of perjury that thia is A true. 0Corec, and complete return to the beat of my knowledge and belief. 

(Date) (Signature of Employer) 

nWAr-z ub=NAhL. aaVutoa "MVZinmom 942 V. L. TAUASaUaR , IS-are-I 
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PLUS 

U. S. Collector of Internal Revenue 

g-aH aELsvd UMYV ISAC EV25 UZ10d 
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recruit employees. Practically all of the major groups of nonprofit

institutions eventually came to favor extension of coverage under the

insurance program.


Variousbills introduced at the request of the religious groups in 1940

provided for compulsory coverage of nonprofit employees and the compulsory

payment of the employer's share of the tax. 3/Provision was made for

the revenue derived from the taxes to be earmarked for the time of its

collection and made payable directly into the insurance trust fund.


The compulsory approach was embodied in a number of bills and was advocated

by both the Social Security Administration and the Advisory Council on

Social Security. The Advisory Council on Social Security to the Senate

Committee on Finance stated the reasons for compulsory coverage as follows:


"~The members of the Council are unanimous in believing that freedom

of religion should be protected, but we are convinced that a tax

on emiployment--a function which employers in the non-profit area

have in common with all others--for the special purpose of giving

equal social insuranceprotection to all employees would in no way

imply or lead to Government control over the performance of the

religious function. To make it absolutely clear that the legislation

is not concerned with the performance of religious duties, we recom

mend that persons directly engaged in religious duties, such as

clergymen and members of religious orders, remain exempt from cover

age under the program. Our recommendation would extend coverage

only to lay personnel who perform services which are secular in

character.


"Religious, charitable, scientific, and educational organizations,

which have been traditionally exempt from taxation on income and

property dedicated to the purposes which the community wishes to

promote, can and should continue to enjoy their traditional tax

exemption when the old-age and survivors insurance program is

extended to their employees. It has long been customary to require

such institutions to pay certain types of special assessments for

property improvement, to pay Federal excise taxes, and in some

States to pay the local and State taxes on commodities which they

use. Even in some States with exclusive State funds, they have

been required to carry workmen's compensation insurance. The

use of Government compulsion in connection with these special

taxes and levies has not led to taxation on the property and

general income of these institutions. Moreover, many organiza

tions such as trade-unions, trade associations, fraternal and

beneficial organizations, and the like, which are exempt from

the Federal income tax and certain other taxes, pay the old-age

and survivors insurance contribution without appearing to be in

danger of losing their exemptions under other lawvs.


37/ 	 5. 3579 introduced by Senator Walsh and H.R. 10384 introduced by

Representative McCormack. For the views of the groups supporting

these bills see Catholic Action, April 1940 and Congressional Record,

March 14, 1940.
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Old-age and survivors insurance levies a special-purpose tax on

the function of employment. The proceeds are automatically

appropriated to a trust fund dedicated to benefits for those who

have contributed. It has always been clear that it is a special

kind of tax which should not serve as a precedent for other forms

of taxation any more than would a special assessment levied by a

local government. We believe, however,'that Congress should indicate

its intent that the taxation of non-profit organizations for old-age

and survivors insurance in no way implies a departure from the

principle of promoting the function of these organizations through

tax exemption, and that a major reason for extending protection to

this area of employment is to assist these institutions in fulfilling

their purposes." 38/


In 1943, Mr. Lynch, a member of the House Committee on Ways and Means,

introduced a bill (H.!R. 320)4) providing for a completely separate title

in the Social Security Act for both the tax and the benefit provisions for

nonprofit coverage. The taxes -were called "insurance premiumis and were

to be deposited in a separate trust fund for only nonprofit groups. The

bill provided for combining the wage credits for nonprofit employment with

all other credits under the insurance system and for transfer of funds

between the specialand the general trust fund. Administrative objections

to the bill were convincing and the bill died without any serious

attention being given to this approach.


A third approach was embodied in H.R. 6777, which passed the House of

Representatives in 1948, providing for the voluntary waiver of the employers

tax exemption. 39/ Under this bill the employer had the sole exclusive

right to elect or_ nonelect coverage for social security. This would


3/Op. cit. pp. 19-. Tombers of the Council voted for a voluntary 
plan. The minority stated: "Thr is no doubt that the contributions 
to old-age and survivors insurance are taxes. The statutory declara
tion of intent that the imposition of taxes for purposes of old-age 
and survivors insurance is not a precedent for other taxation of 
religious, charitable, and educational institutions, is at best a 
?pious hope,' because the imposition of any tax on the institution

is in fact an encroachment on its tax exemption. There is in this

problem no insuperable difficulty. The method of inclusion by volun

tary adherence is no more difficult than in the case of employees

of other employers that require special treatment. In each case there

is a problem of method. The appropriate device, in order to safe

guard immunity from the power to tax, which is the power to destroy,

is an elective right to the institution to come in under the old-age

and survivors insurance provisions." (p.63).


39/ 	 Section 158 of the bill related to the "waiver of exemption by non-
prof it organizations." See House Doc. No. 2168, (80th Cong. 2d Sess.) 
pp. 4-6. 
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would have resulted in the employer having the option to determine whether 
the employee would be required to pay an "income tax." J 

Still another approach was embodied in the bill, H.R. 2893, which the

President sent to the Committee on Ways and Means. This approach was

embodied in H.R. 6000 as passed by the House. It provided for levying

the customary empl~oyee tax on the employee and permitting exemption from

the employer tax for nonprofit institutions unless the orgationation

elected to pay the employer tax by waiving the tax exemption. If the

organization waived its exemption, the employees would be given full credit

toward benefits for wages received from such an employer. Otherwise,'only

one-half of the employee's wages for such organization would be credited

toward benefit.


This provision embodied in the House version of H.R. 6000 was opposed by 
the Southern Baptists on the ground that eventually the voluntary participa
tion by the employer "would cease to be voluntary, except in theory." 41/ 
The Senate Committee on Finance then voted to cover all nonreligious 
institutions on a compulsory basis but to exclude completely all religious 
institutions. This met with the vigorous opposition of the other religious 
groups. The Finance Committee then reconsidered its action and voted to 
cover religious institutions on a voluntary basis at the sole discretion 
of the employer, but to retain the compulsory coverage of all nonreligious 
institutions. 

Several objections were made to this approach which was passed by the

Senate. First, it created an undesirable precedent of distinguishing

between religious and nonreligious nonprofit institutions. Second, it

would be difficult administratively and also confusing to make and maintain

such a difference. Third, it would create an undesirable precedent and

possible legal difficulties to permit the employer to determine whether

an employee would or would not pay an "income tax" for social security.

As a result., a quite different proposal was embodied in the final law which

was not wholly satisfactory to any group but which met the desire of the

Baptists.


Under the 1950 law coverage is made available on a voluntary basis to the

employees of most nonprofit organizations. Clergymen and members of

religious orders are excepted. Initially, if the employing organization

is willing to have its employees covered and. two-thirds of them desire

coverage, those employees who wish to be covered will be brought under

the program. 4+2/


±0O 	 The employee tax in section 1400 of the Federal Insurance contributions

Act (Chapter 9, Subchapter A of the Internal Revenue Code) is a tax

on the "income of the individual." The employer tax is an excise tax.


L/Senate Hearings, op. cit., Part 3, PP. 1155-1168.


42/ 	The waiver provisions are found only in the Internal Revenue Code,

Section 1)426 (1).
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Once any coverage is in effect for an organization any new employees are

to be compulsorily covered.


Under the new law, service for nonprofit organizations operated exclusively

for religious, charitable, scientific, literary, or educational purposes

or for the prevention of cruelty of children or animals continues to be

excluded from coverage. The exclusion is nullified if the organization

files a certificate with the Commissioner of Internal Revenue requesting

coverage for its employees and certifying that at least two-thirds of them

concur in its filing. All negotiations concerning the filing of a certifi

cate and determinations as to the validity of certificates are the

responsibility of the Bureau of Internal Revenue.


Coverage starts on the first day of the calendar quarter following the

quarter in which the certificate is filed. 4i3/ Its effectiveness may be

terminated by the nonprofit organization on 2 years' notice, but only

after the certificate has been in effect at least 8 years. For the

effective period, both the nonprofit organization and its employees are

covered on substantially the same basis as a private employer 'and his

employees.


Coverage under these voluntary provisions is available in an average week 
to about 600,000 employees of nonprofit organizations. Roughly 200,000 
clergymen and members of religious orders remain excluded from coverage. 

Under the new law coverage will be extended on a compulsory basis to

some nonprofit employment previously excluded--namely, to service for

agricultural and horticultural organizations and for voluntary employees's

beneficiary associations, to certain ritualistic or dues-collecting

services for fraternal beneficiary societies, and to service performed

by students in the employ of nonprofit organizations other than schools,

colleges, or universities. Other nonprofit organizations whose employees

were heretofore covered only when they earned over $45 in a calendar

quarter, now have their employees' coverage based on earnings of $50 in

a quarter. These organizations include labor organizations, mutual savings

banks., building and loan associations, cooperative banks, chambers of

commerce, civic leagues and social clubs. This $50-in-a-qiuarter rule

applies to all nonprofit employment, whether compulsorily covered or

covered by virtue of a certificate filed with the Bureau of Internal Revenue.


All individuals who are "femployees1' within the meaing of the law must be

included in the count for the purpose of ascertaining whether the necessary

two-thirds of the employees concur in the filing of the certificate; except

that there shall not be included in the count those employees who at the

time of the filing of the certificate are performing for the organization

services only of the character specified in paragraphs (9)(A), (ll)(B), and

(14) of Section 1426(b) of the Federal Insurance Contributions Act. Thus,

there is to be eliminated from the count ministers of a church, members of

religious orders, students in the employ of schools, student nurses in the


43/ The relevant forms are forms SS-15, SS-15a, and SS-15a Supplement,

U.S. Treasury Department, Internal Revenue Service. See next pages.




-29 

U. S. TREASURY DEPARTMENT CERTIFICATE WAIVING EXEMPTION FROM TAXES UNDER 
REVENUEINTEENAL SERVICE THE FEDERAL INSURANCE CONTRIBUTIONS ACT 

(For use by religious, charitable, educatacial, or other organizations exempt from income tax under 

COLLECTOR OF INTERNAL REVENUE, 
section 101 (6) of the Internal Revenue Code) 

Date ................................. .... 

SIR: 

(Paew Print nmaieof oraimumtion to full) 

an organization exempt from Federal income tax under section 101 (6) of the Internal Revenue Code, and having its principal office at 

(Streetadnbe)(iyor town) (Pletal annenumber) (state)
hereby certifies that it desires to have the insurance system established by title 1I of the Social Security Act (Federal Old-Age and 
Survivors Insurance Benefits) extended to service performed by its employees and that at least two-thirds of its employees, determined 
on the basis of the facts existing as of the date this certificate is filed, concur in the filing of this certificate. 

This certificate is accompanied by a list on Form SS~-13a which contains the signature, address, and social security account num
ber (if any) of each employee who concurs in the filing of the certificate. 

It is understood that: 
(1) All individuals who are employevs of this organization within themeng of section 1426 (d) of the Federal Insurance 

Contributions Act, as amended by section 205 of the Social Security Act Amnmnsof 1950, shall be included in determining
whethee two-thirds of the employees of this organization concur in the filing of this certificate; except that there shall not be 
included ()those employees who at the time of the filing of this certificate are peforming for this organization services only of the 

chaactr seciieinpargrahs 9)(A), (11) (B), and (14) of section 1426 (b) of the Federal Insurance Contributions Act, 
as menedy sctin 24 o th SoialSecurity Act Amendments of 195.0, and (2) those alien employees who at the time of the 
filng f te reperormngservices for this organization under arrangement which provides for the performance onlyertficte an 

of ervcesoutid th UntedStaesnot on or in connection with an American vessel or American aircraft. As used in the preceding 
sentence, the term "alien employee" does not include an employee who is a citizen of Puerto Rico, and the term "United States" 
includes Puerto Rico and the Virgin Islands. 

*(2) This certificate shall be in effect for the periodbNgfilning with the first day-following the close of the calendar quarter in 
which it is filed. 

(3) This certificate is not tehminated if this organization loses its exemption under section 101 (6) of the Internal Revenue Code,
but continues effective with respect to any subsequent periods during which this organization is so exempt.

(4) The list on Form SS-15a accompanying this certificate may he amended, at any time prior to the expiration of the first 
month following the first calendar quarter for which the certificate is in effect, by filing a supplemental list or lists on Form SS-15a 
Supplement, containing the signature, address, and social security account number (if any) of each additional employee who concurs 
in the filing of this certificate. 

(5) The taxes imposed under the Federal insurance Contributions Act will apply to this organization and to each employee
whose services constitute employment and whose signature appears on the accompanying list or on any supplemental list filed within 

the resribd ommncig wth the first day following the close of the calendar quarter in which this certificate is filed; suchtme, 
taxslsoappywll imedatey ith respect to services which constitute employment performed by any individual who enters the 

emplyo ths oganiatin orafte th ay flloingtheclose of the calendar quarter in which this certificate is filed; ando fist 
thefeemloyentaforer eploee fterthi cetifiatebecmes effective shall be considered for the purposes of these taxes as 

a ne empoymxitregrdles o wheheror not such individual concurred in the filing of this certificate. 
It is further understood that the period for which this certificate is in effect may be terminated: 
(a) By this organization upon giving 2 years' advance notice in writing to the Commissioner of Internal Revenue of this organi

zation's desire to terminate the effect of this certificate at the end of a specified calendar quarter, but only if, at the time of the receipt
of such notice by the Commissioner, this certificate has been in effect for a period of not less than B years. In computing the effective 
period which must precede the date of receipt of the notice of termination, there shall be disregarded any period or periods as to which 
this organization is not exempt from income tax under section 101 (6) of the Code. 

(b) By the Commissioner of Internal Revenue, with the prior concurrence of the Federal Security Administrator, upon a findir~g
by the Commissioner that this organization has failed to comply substantially with the requirements of the Federal Insurance Contribu
tions Act or is no longer able to comply therewith. The Commissioner shall give this organization not less than 60 days' advance notice 
in writing that the period covered by this certificate will terminate at the end of the calendar quarter specified in the notice. 

The organization has been assigned employer identification No.................................

(If a number has not been assagnedarite "None") 

(Name of outanizatian) 

(Name) (President ,' nmhe,prumcipilofficrr) (Stite title) 

(Name) (Secretary,t'reatuer. etc.) (Statetitle) 

iOVER) 
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INSTRUCTIONS 

W'here to file'-This form shall be filed with the Collector of Internal should show thereon the address Of the particuslar place Of employment and 
Revenue for the district in which is located the principal office or princi- all such forms motst be submitted with the certificate on Form SS-15. 
pal place of business of the organization. (An organization already filing An organization which has employees who individually or in small 
Form 941, Employer's Quarterly Federal Tax Return, should file this fom groups perform services at various locations may, if it so desre,prae
with the collector with whom such returns are being filed, and should and aubmit to each such employee an individual form for uite by him in 
enter its name on this form as shown on such returns.) disclosing his concurrence in the filing of the certificate. Such form 

Con::aitation sheets.-If there is not sufficient space on Form 55-15Sa should contain a statement thereon to the effect that the employee concurs
far tI-c signature of each employee who concurs in the filing of the certifi- in the action of the organization in the filing of a certificate certifyn
cate, the organization should provide an additional sheet (or sheets) of that it desires to have the insurance systenm established by title II of the 
the same or similar sire for this purpose. Such sheet (or sheets) should Social Security AC( extensded to services performdb it eployesad
be lined in the same manner as the form,.uhfr hudpovd lc o h srignture, address, and social 

Employees performingservices at locations other than thebrinci~palofilce- security account number (if any) of the employee. Individual forms 
If an organization has a number of employees performing services for it at a signed by concurring employees should be submitted with the certificatds. 
location (or locations) other than that of its principal office, a separate together with a typewritten list containing the wnae, address, and social 
FoejinSS5-ia may be used forfeach sughlocation. Each such Form SS-15a security account number (if any) of each such employee. 

Section 204 (a), (e), and (g) of the Social Security Act Amendments of 1950-DEFINITION OF EMPLOYMENT 
(a) Effective January 1, 1951i, section 1426 (b) of the Internal Revenue 

Code is amended to read as follows: 
-(b) EmPLOYMENT.-The term 'employment' means ** any

service, of whatever nature, performed after 1950 ** by an 
employee for the person employing him * ;except that 
such. term shall not include-

* * 
.. (9

"() (A) Service performed .by a duly ordained, commissioned, or 
licensed minister of a church in the exercise of his ministry or by a member 
of a religious order in the exercise of duties required by such order; 

"(B) Service performed in the employ of a religious, charitable, edu-
cational, or other organization exempt from income tax under section 
101 (6), but this subparagraph shall not apply to service performed
during the eidfrwihacriiae ie usatt uscin() 

iineecif such service is performed by an employee (i) whose 
signature appears on the list file pbyseuc organization under subsec-
tion (1), or (ii) who became an emly eef such organization after the 
calendar quarter in which the certificate was. filed; 

* * a aThe 
"(11) l.A) *prior~ 
"(B) Service performed in the employ of a school, college, or wri 

versity if such service is performed by a student who is enrolled and is 
regularly attending classes at such school, college, or university;

* * * * *(2) 
"(14) Service performed as a student nurse in the employ of a.has. 

pital or a nurses' training school by an individual who is enrolled and is 
regularly attending classes in a. nurses' training school chartered or aps-
proved pursuant to State law; and service performed as an intemne in the 
employ of a hospital by an individual who has completed a four years' 
course in a medical school, chartered or approved pursuant to State law; 

** * . 
(e) Section 1426 of the Internal Revenue Code is amended by * 


inserting * the following: 

* * * *No 

"(I)EXEPTIO OFREUio~~ OGANIATIMS.
"(E1 P IkEMuTious 

CHRITBLEETC, 
An orgniioONPO BYHARITABLETC.,ORN. 

'WAIVER RAIATO.A raiain3) 
exempt from income tax under section 101,(6) may file a certificate 
(in such form and manner, and with such official, as may be prescribed 

by regulations made under this subchapter) certifying that it desires to 
have the insurance system established by title II of the Social Security 
Act extended to service performed by its employees and that at least 
two-thirds of its employees concur in the filing of the certifi'ate. Such 

certificate may be filed only if it is accompanied by a list containing the 
Signature, address, and social security account number (if any) of each 
employee who concurs in the filing of the certificate. Such list may be 
amended, at any time prior to the expiration of the first month following
the first calendar quarter for which the certificate is in effect, by filing
with such official a supplemental list or lists containing the signature,
address, and social security account number (if any) of each additional 
employee who concurs in the filing of the certificate. The list and any
supplemental list shall be filed in such form and manner as may be 
prescribed by regulations made under this subchaptr The cetfiae 
shall be in effect (for the puro f subsectio n Ib()Bfor 
the purposes of section 210 (a)(91)' (B) of teScaScuiyAct)
for the period beginning with the first day foloigte ls fthe 
calenda~r quarter in which such certificate is fldbuinocaeshall
such period begin prior to January 1, 1951. The peidfrwhich the 
certificate is effective may be terminated by the ogiztion, elefifedi 
at the end of a calendar quarter, upon giving two yer'advance. notice 
in writing, but only if, at the time of the receipt of such notice, the 
certificate has been in effect for a period of not less than eight years.. 

notice of termination may be revoked by the organization by giving, 
to the close of the calendar quarter specified in the notice of terl 

mustation, a written notice of such revocation. Notice of termination or 
revocation thereof shall be filed in such form and manner, and with such 
official, as may be'prescribed by regulations made under this subchapter.

TERMIN'ATION OF wAIVER PERIOD BY COuMMsssioNER.-It the 
Comimissiones'finds that any organization which filed a certificate pur
suant to this subsection has failed to comply substantially with the 
requirements of this subchapter or is no longer able to comply therewith. 
the Commissioner shall give such organization not less than sixty days'
advance notice in writing that the -period covered by such certificate will 
terminate at the end of the calendar quarter specified in such notice. 
Such notice of termination may be revoked by the Conmmis'ioner by 
giving prior to the close of the calendar quarter specified in ,ne notice 
of termination, written notice of such revocation to the organization.

notice of termination or of revocation thereof shall be given under 
this paragraph to an organization without the prior concurrence of theFederal Security Administrator. 

"(EEPINB the period covered byNo IRENEWAL OF WAIVER.-In the event 
a certificate filed pursuant to this subsection is terminated by the organi
zation, no certificate may again be filed by such organization pursuant 
to this subsection." 

* a * * 
(g) The amendments made by subsection * (e) ** of this 

section shall be applicable only with respect to services performed after 1950. 

Section 205 of the Social Security Act Amendments of' 1950-DEFINITION OF EMPLOYEE 
(a) Section 1426 (d) of the Internal Revenue Code is amended to read 

as follows: 
"(d) EmPLOYEE.-The term 'employee' means-

()any officer of a corporation; or 
"(2) any individual who, under the usual common law rules appli-

cable in determining the employer-employee relationship, has the status 
of an employee; or 

"(3) any individual (other than an individual who is an employee 
,ir'ser paragraph (I ) or (2) of this subsection) who performns services 

forremneation fragnyt esn 
"(A) agenut-dies ndsrbtmean rcmiso-rvenae 

inetpoutvegetable products, fruit p~oducts, bakery products, 
beverages (other than milk), or laundry or dry-cleaning services, for 

"(Biprnia a fll-i; lf nuac aemn 
"(C) as a hol-tmeworker pesrfomnge workmanc; igtseiis 

tion afnshe by e k aretho porersonrformnwomthecsrdines specifoica-
tonmaeilorgos furnished by person h are edfrwo such serichs requrfo

on mteralsorfurishdoodb suh prsonwhih ae rquied
to be returned to such person or a person designated by him, if the 

performance of such. services is subject to licensing requirements
under the~laws of the State in which such services are performed: or 

"(D) as a traveling or city salesman, other than as an agent-driver 
or commission-driver, engaged upon a full-time, basis in the solicits. 
tion on behalf of. and the transmission to. his principal (except for 
side-line sales activities on behalf of some other person) of orders 
from wholesalers, retailers, contractors, or 'operators of hotels. 
restaurants, or other sitlilar establishments for merchandise for resale 
o. supplies for use in their business operations; 

if the contract of service contemplates that substantially allofsc 
services are to be performed personally by such individu'al; eXCeist that 
an individual shall not be included in the term 'employee' under the 
provisions of this paragraph if such individual has a substantial invest

ment in facilities used in connection with the performance of such 
services (other than in facilities for trastlsportation), or if the services 
are in the nature of a single transaction not part of a continuing relation-
shin with the person for whom the services are performed."b) The amendment made by this section shail be applicable only with 

respect so services performed after 1950. 
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Form AUI-lBS 
U. 	 S. TREASURY DEPARTMENT 

INTURNALRM~NUN SauLVICE 

UIST TO ACCOMPANY CERTIFICATE ON FORM SS-15 WAIVING EXEMPTION

FROM TAXES UNDER THE FEDERAL INSURANCE CONTRIBUTIONS ACT


(Pleaseprint nameof organization in full) 

(SMeOadnubr 	 (City or town) (Postal zone number) (State) 

an organization exempt from Federal income tax under section 101 (6) of the Internal Revenue Code, proposes to file, pursuant to the 
provisions of Section 1426 (1) of the Federal Insurance Contributions Act, a certificate on Form SS-15 certifying that it desires to have 
the insurance system established by title II of the Social Security Act (Federal Old-Age and Survivors Insurance Benefits) extended 
to services performed by its employees and that at least two-thirds of its employees concur in the filing of the certificate. Section 
1426 (1) provides that the certificate may be filed only if it is accom panied by a list containing the signature, address, and social security 
account number, if any, of each employee who concurs in the filing of the certificate. 

As an employee of the above-named organization, I hereby con cur, as evidenced by my signature, in the action of.the organization 
in the filing of such a certificate and understand that the employ ee tait imposed under the Federal Insurance Contributions Act will 
be applicable with respect to services which constitute employment performed by me on and after the effective date of the certificate. 

SIGNTUREOF MPLOEE 	 EMPLOYHES SOCIAL SECURITYSG TUEOEMLYEADDRESS 	 OF EMPLOYEE ACCOUNT NUMBER (IR.ANY) 



------------------------------- ----------------------------------------------------------- -------- ------------------------------------------
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.ETEAURYD le t Date..........................

INTERNAL REVENUESE~rVICE 

COLLECTOR OF INTERNAL REVENUE, 

S I:IR . . .. . . . . . . . . . . . . . .. . . . . ... . . .. . . . . . .. . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . .. . . . . . . . .. . . .. .


(Please print name of organization in full) 

(Street and number) (City or town) (Postal zone number) (State) 

an organization exempt from Federal income tax under section 101 (6) of thelInternal Revenue Codeuwider date of.....................

(Month, day, and year) 

filed a certificate on Farm SS-i 5 certifying thaf it desires to have the insurance system established by title II of the Social Security Act 
(Federal Old-Age and Survivors Insurance Benefits) extended to services performed by its employees. The accompanying supple
mental list amends the list on Form SS-1 5a filed with the certificate by adding thereto the signatures appearing on such supplemental 
list. 

(Name of organization) 

(Name) (Title) 

As an employee of the above-named organization, I hereby concur, as evidenced by my signature, in the action of the organization 
in the filing of the certificate and understand that the employee tax imposed under the Federal Insurance Contributions Act will be 
applicable with respect to services which constitute employment performed by me on and after the effective date of the certificate. 

SIGNATURE OF EMPLOYEE ADDRESS OF EMPLOYEE ACCLOUNTSSOIA ERNUM URITAY) 
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employ of hospitals or nurses' training schools, and internes in the

employ of hospitals, who, so long as they continue to serve in those

capacities and under the terms and conditions prescribed in the above-

mentioned statutory provisions, could not possibly be covered under

the old-age and survivors insurance system. However, there must be

included in the count those employees who are potentially eligible for

coverage, such as employees who earn less than $50 during the calendar

quarter in which the certificate is filed and are not within one of

the above-mentioned categories.


Also, to be excluded from the count are those alien employees who at

the time of filing of the certificate are performing services for an

organization under an arrangement which provides for the performance

only of services outside the United States not on or in connection with

an American vessel or American aircraft, For this purpose, the term

"falien employee" does not include an employee who is a citizen of

,Puerto Rico., and the term "United States" includes Puerto Rico and the

Virgin Islands. Alien employees who perform services on or in connection

with an American vessel or aircraft are potentially eligible for

coverage under the old-age and survivors insurance system.


It may be noted that many of the employees of nonprofit institutions

have been covered by private retirement plans. The new law provides

for coverage under the public insurance system irrespective of whether

a private insurance plan covers such employees or not.
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EMvPLOYEES OF STATE AND LOCAL GOVERINMENTS 

In its report to the President in 1938, the Social Security Board stated: 
"tA number of State and municipal officials have indicated a desire for 
coverage of State and municipal employees. However, no method has yet 
been devised which would overcome constitutional difficulties and also 
protect the old-age insurance system against adverse selection. It is 
hoped that further study will develop a method which will be constitu
tional and which will prove mutually advantageous to the States, their 
employees, and the old-age insurance system."t 44/ 

Beginning in 1940 a number of bills providing for coverage of employees

of States and localities were introduced in Congress. Some of these

bills provided for compulsory taxation of the States and localities and

their employees. 45/ The intent of these bills was probably to provide

a test case on the constitutionality of the compulsory approach.

However, the compulsory approach was never seriously considered in

Committee.


The bill introduced by Senator Wagner (S. 4269) and Representative McCormack

(H.R. 10384) was introduced at the request of the American Federation

of Labor. It did not provide for any exemption of State and local

employees covered under separate plans.


The introduction of the bill immediately aroused considerable interest

in the proposed coverage of State and municipal employment, which soon

became a major issue. Many individuals and organized groups opposed the

bill, because they feared that, if passed, it would either interfere with

or destroy the independent status of existing pension systems, as well as

imposing a double financial burden on the various political units.


Accordingly, on November 19, 1940, Senator Wagner proposed an amendment

to his bill which all State and municipal employees who are covered under

any pension,, relief or retirement systems, or who may be covered by

such systems as are set up in the future., would be exempt from old-age

and survivors insurance coverage.


In 1941 the first bill was introduced to extend coverage to employees of

States and localities by voluntary agreements--called "compacts"-

between the Federal Government and individual States, or with the individ

ual political subdivisions of any State which did not enter int~o a compact.'4 6/

Another bill providing for compulsory coverage of State and local employees

engaged in proprietary activities. 47/


~2/ Quoted in Social Security, Hearings Relative to the Social Security 
*Act Amendments of 1939, House Committee on Ways and Means, 76th Cong., 
1st Sess., 1939, pp. 7-8. 

L/Cf. H.R. 9449 by Representative Lesinski, S. 4269 by Senator Wagner

and H.R. 10384 (76th Cong., 2d Sess.).


46/ H.R. 4882 by Representative Healey (77th Cong., 1st Se-ss.)


57. 1755 by Senator Norris (77th Cong., 1st Sess.)
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These were the two approaches which received the most serious attention

during the 10-year period 194I0-50 while the matter was being discussed.

Other approaches were sometimes mentioned but never received any serious

conmideration. Among these were coverage of State and local employees

as self-employed and coverage on a compulsory basis by levying double the

regular employee tax on the employee and permitting the State as the

employer to pay to the employee an amount equal to one-half of the tax

the employee paid.


A general consensus of opinion soon developed that the voluntary agreement

approach offered the most practical method of extending coverage to

employees of State and local governments. The major issues which

developed in considerating this problem was how to handle groups already

covered under an existing pension plan. Other issues which developed

were whether proprietary functions should be covered on a compulsory

basis and whether political subdivisions would have authority to make

agreements directly with the Federal'Government.


In general, the cleavage between the groups favoring coverage of State

and local employees under the old-age and survivors insurance program,

and those opposing it, appears to be determined by the coverage of

existing retirement systems. Individuals and organizations in favor of

extension of coverage seem to be largely those who have no protection.

The opposition, on the other hand, seemed to consist for the most part

of those who have protection under some type of retirement system.

Individuals so covered apparently fear that an extension of old-age and

survivors insurance coverage might cause the weakening or the abandonment

of their~present retirement systems, with consequent losses to themselves.


Organizations of policemen, firemen, and teachers were particularly

opposed to even permissive coverage extension where there were existing

plans. It may be pointed out that, of all public employees, police and

firemen have a favored position with respect to retirement systems.

These employees are usually the first to be covered, and the provisions

of their systems are usually more liberal than those of systems for other

groups. While retirement systems for teachers are not as widespread as

for police and firemen, and while the provisions of their systems are not

usually so liberal, nevertheless teachers as a group also are in a more

favorable position than other public employees.


Organizations of employees in each of these three categories expressed

their opposition to a permissive extension of coverage of persons under

a retirement plan, although teachers in the American Federation of

Teachers endorsed such coverage.


State and local employees not covered under a retirement system could be

covered under a voluntary agreement approach in the bill which passed the

House of Representatives in 1948. In general, the President's proposal

and the legislation adopted in 1949 and 1950 followed this same basic

approach. The major differences revolved around handling groups already

covered by a pension plan. The 1948 bill mandatorily excluded such

groups from the voluntary agreement. The President's bill mandatorily

excluded only policemen and firemen (but not teachers). It also provided
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that all other employees covered under a retirement system be excluded

unless the State certified that the employees had had an opportunity to

express their desires to be excluded or included under the agreement in

a written referendum. 

The House of Representatives passed IH.R. 6000 with a provision permitting 
coverage of persons under a retirement system if a written referendum 
were held on the question of coverage, and not less than two-thirds of 
the voters in such referendum voted in favor of inclusion. This

provision aroused the most widespread opposition of any provision in

the bill and was deleted by the Senate and subsequently also deleted from

the final law.


The Ways and Means Committee had given very careful consideration to this

problem and had adopted what they thought were reasonable safeguards

to preserve the rights of people covered under retirement systems.


The very provisions which had been inserted to safeguard the retirement

systems, however, were interpreted by the officers and the legislative

representatives of the retirement systems as being designed to undermine

and destroy the systems. The Federal Government was accused not only

of wanting to weaken and destroy the systems but actually to take over

their accumulated funds, despite the fact that the Federal Government

cannot do this under the Constitution and that in the 13,000 retirement

plans covering workers in private industry there has never been the

slightest allegation that the Federal Government has attempted to interfere

in the administration of the private plans or to take them over or replace

them.


Senators and Congressmen were flooded with hundreds and thousands of

letters and telegrams primarily from teachers, firemen, and policemen

who were members of retirement systems urging them to eliminate the

optional coverage of the retirement systems. Several days were devoted

in the Senate to testimony of representatives of retirement systems urging

such action. The testimony was nearly unanimous, although a few witnesses,

including representatives of the American Federation of Teachers, the

Wisconsin retirement fund, and the American Municipal Association, testi

fied in favor of social security coverage for retirement systems. The

Committee on Finance eliminated the optional provision from the bill,

and attempts on the floor of the Senate to restore the provision (modified

to overcome the objections which had been raised) and to permit the

coverage of the Wisconsin system alone, were defeated.


In the Conference Committee, the amendment to permit the coverage of the

Wisconsin system first was adopted. But continued opposition from the

teachers and policemen resulted in the Committee's reversing its decision

several days later, even though the opposition groups by that time were

agreeable to a reworded version of the Wisconsin proposal. The Congress

men and Senators had become "gun-shy" of the entire proposition by that

time. A proposal advocated by an overwhelming majority of universities

and colleges to permit them to take advantage on a voluntary basis of

social security coverage, even if a retirement system existed, also was

rejected by the Conference Committee.
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The 1950 amendments contain two separate provisions dealing with employees

of States and localities: (1) coverage under voluntary agreements

between the States and the Federal Government and (2) coverage on a

compulsory basis of employees of certain transportation systems acquired

by governmental units from private ownership after 1936. 4i8/


The new law provides that a State may enter into an agreement with the

Federal Security Administrator to provide for old-age and survivors

insurance coverage of employees of the State, political subdivisions of

the State, and instrumentalities of the State and of its political

subdivisions. The new law does not permit agreements to be made directly

with political subdivisions of States.


Employees covered through these voluntary agreements will be subject to

the same contributions, and entitled to the same rights and benefits,

under the old-age and survivors insurance program as will any other'

employees who are covered under the program.


The amendments make coverage available, under agreements that may be

negotiated between the States and the Federal Security Administrator, to

about 1.4i million employees of State and local governments not covered

by State or local retirement systems. About 2.4 million employees already

protected under State, city, or other local retirement systems will not

be eligible for old-age and survivors insurance coverage.


The Federal-State agreement may cover State employees, or employees of

one or more political subdivisions, or both. Whether the employees of

a State government will be covered will depend, of course, on the wishes

of the State. Whether the employees of a particular political subdivision

of a State will be covered will, for the most part, depend on the prefer

ence of the political subdivision, although the final decision rests with

the State.


The State agency entering into a coverage agreement with the Federal

Security Administrator must have authority to do so. Early in December 1951,

25 States and Alaska had entered into agreements with the Federal Security

Administrator. The States are Alabama, Arizona, Arkansas, California,

Colorado, Florida, Idaho, Indiana, Kansas, Kentucky, Maryland, Missouri,

Nebraska, North Carolina, Oklahoma, Oregon, South Dakota., Tennessee, Texas,

Utah, Vermont, Washington, West Virginia, Wisconsin, and Wyoming.

Altogether, about 7,000 political subdivisions including cities, counties,

towns, school districts and various kinds of special districts, colleges,

housing authorities, and waterworks have been covered by the agreements.

In addition, four interstate instrumentalities, the Interstate Oil Compact


48/ The contradictory action of excluding the teachers, policemen, firemen,

and other public employees under a retirement system but including the

transit workers even when they have a separate public retirement

system illustrates how the important factor of organized group opinion

works in the legislative process.
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Commission, the Ohio River Valley Water Sanitation Commission, the Upper

Colorado River Commission, and the Atlantic States Marine Fisheries

Commission have completed agreements for coverage.


For purposes of coverage, employees are divided into four kinds of

ifcoverage groups": (a) All the employees of a State other than those 
engaged in performing service in connection with a Proprietary function;

(b) all the employees of a political subdivision of a State other than

those engaged in performing service in connection with a proprietary

function; (c) all the employees of a State engaged in performing service

in connection with a single proprietary function; and (d) all the

employees of a political subdivision of a State engaged in performing

service in connection with a single proprietary function.


If any employees of a coverage group are to be covered by an agreement,

then all employees in that group (other than those covered by retire

ment systems and certain others named in the law) must be included.


For example, the State cannot cover employees in the State Comptroller's

Office and exclude employees of the State Department of Agriculture.

With regard to proprietary functions, the State or political subdivisions

must cover all jobs which are in connection with a single proprietary

function, but it may choose to include one proprietary function and

exclude another.


The State, or a political subdivision, may also obtain coverage separately

for employees of its instrumentalities. Employees of each such instru

mentality may form a different coverage group. For example, a State

could bring in its Water Conservation Authority and leave out its State

University (provided both are instrumentalities), or it could bring in

the State University and leave out the State Agricultural College

(provided each is a separate instrumentality).


Any political subdivision of the State which has arranged with the State

for coverage may come under the agreement independently of any other

political subdivision. Thus, the city of X could cover its workers while

the city of Y remains outside the system.


The State or political subdivision can not set up coverage groups by

occupational classification. For example, while a State might wish to

include as one coverage group only its janitors, typists and watchmen,

and explains that its other employees do not need retirement protection,

it cannot restrict coverage to the janitors, typists, and watchmen. The

only way in which it can enter into an agreement is to include all the

employees of the State government (with, of course, the exceptions

previously noted).


Certain types of employment cannot be covered under an agreement.

Section 218(d) of the Social Security Act provides: "No agreement with

any State may be made applicable (either in the original agreement or by

any modification thereof) to any service performed by employees as members
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of any coverage groups in positions covered by a retirement system on

the date such agreement is made applicable to such coverage group." If

any members of a coverage group are in positions under a retirement

system when the group is brought under an agreement, employees in those

positions cannot subsequently be brought un~der the agreement even though

their retirement system should be discontinued. In addition, service on

work relief projects and service performed in a "hospital, home, or other

institution by a patient or inmate" must be excluded.


There are also certain types of service that may be excluded at the

option of the State. These are services of an emergency nature and

services in any class of elective jobs, part-time jobs and jobs compensated

on a fee basis. Also, the State may exclude agricultural labor, or

service performed by a student, if such services would be excluded from

the coverage if performed for a nongovernmental employer. 

The State is required to collect from the employees amounts equivalent

to the employee contributions that would be imposed under the Internal

Revenue Code; it must pay to the Federal Government that amount plus an

amount equivalent to the employer tax. The State must also agree to comply

with regulations relating to payments and reports prescribed by the

Federal Security Administrator.


Each employing unit will deduct the employee contribution from the

employee's wages, will add the employer contribution, and will prepare

the wage report. The reports will be prepared on a quarterly basis,

covering the 3-month periods ending with the months of March., June,

September, and December of each year. Each report will contain the name

of each covered employee, his social security account number, and the

amount of covered wages received by him during the calendar quarter. 149/


The reports prepared by the various political subdivisions will be

forwarded with the appropriate contributions to the designated State

official. He will ascertain that the reports are assembled and in order,

and will take steps to obtain any reports which may be late; he will

include the reports and contributions for State employees, if any are

covered, and will forward the combined report to the Federal Security Agency.


Ka Federal-State Agreement to Provide Old-Age and Survivors Insurance

for Employees of State and Local Governments, 1950, Federal

Security Agency, Social Security Administration, P. 13 (processed).
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The contributions will be forwarded separately to the Federal Reserve

Bank serving the district in which the designated State Official is

located. 50/


Agreements once made may be modified to cover additional coverage groups.

No agreement or modification of an agreement can become effective before


- January 1, 1951, or before the calendar year in which it is entered 
into. An exception to this rule provides that agreements or modifications 
agreed to before January 1, 1953, can be made effective January 1, 1951. 
The purpose of this exception is to prevent disadvantage to employees 
when the process of negotiating agreements cannot be completed immediately. 
Since eligibility requirements and benefit computation provisions are 
set in terms of time elapsing after January 1, 1951, it is generally 
to the employee's advantage to have coverage made retroactive to that 
date. 

The law provides that interest at an annual rate of 6 percent may be

required if the State does not make payments when due. In addition, the

Administrator may deduct the amount of the delinquent payments, plus

interest,. from grants due the State under any other provision of the

Social Security Act.


The State is authorized to terminate an agreement in its entirety after

it has been in effect for at least 5 years, or with respect to any

coverage group after the group has been covered for at least 5 years,

by giving 2 years' advance notice in writing. The Federal Security

Administrator is directed to terminate an agreement in its entirety, or

with respect to any coverage group, if it appears, after reasonable

notice and opportunity for hearing, that the State has failed, or is not

able legally, to comply substantially with the terms of the agreement.

If an agreement with a State is terminated in its entirety, no agreement

with that State may be made again. If the termination affects only

particular groups, those groups may not again be covered.


Immediately after the passage of the law, some States, as well as groups

within the States, expressed a desire to abolish existing retirement

systems to enable the groups to participate in an agreement for coverage.


50/ 	 All of the provisions for coverage of State and local employees are

contained in section 218 of the Social Security Act. There are no

comparable provisions in the Internal Revenue Code. It should be

noted that the Federal Security Administrator is given the authority

to see to it that the requirements under his regulations which are

imposed on States shall be designed, so far as practicable, as those

imposed on employers under the Internal Revenue Code. (Section 218(i)).

It is also noteworthy that section 218(h) (1) provides that all amounts

received under an agreement shall be deposited in the trust fund.

This is to be distinguished from the general practice under which

contributions from other employers and employees are first covered

into the Treasury and an amount equivalent to 100 percent of the taxes-

is appropriated to the trust fund. (Section 201(a)).
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At the repeated request from these groups for information with respect

to this matter, the Commissioner for Social Security decided on

January 15, 1951:


1. 	If the State or political subdivision has had a retirement

system, it will no longer be considered to have such a system

for the purpose of Section 218(d) of the Social Security Act

if (a)the system has been fully liquidated and provision has

been legally made for the settlement of previously accrued

rights by means of refund of contributions, or purchase of

annuities, or statutory segregation of accomulated equities,

and (b) any benefits based on the accumulated equities do

not depend on future employment. Additional-criteria may

be developed as seems necessary or desirable, but those given

are considered to be basic.


2. 	Positions excluded from an agreement because they are covered

by a State or local retirement system at the time the govern

mental units, or coverage groups of such units', are brought

under the agreement cannot subsequently be brought under the

agreement even though the retirement system is later dissolved.

This is based on a clear statement to that effect in the

Senate Committee Report.


3. Where a State or local retirement system has been dissolved,

an agreement entered into subsequent to such dissolution may

be retroactive within the limits prescribed by the law, over

a period in which the positions affected were under the pre

viously existing retirement system. The State may choose

whether to cover only prospectively, or to cover also retro

actively those coverage groups all or part of which had been

previously covered by a State or local retirement system.


Questions have arisen as to whether certain types of arrangements or

plans are retirement systems within the meaning of the statute. Frequently,

the systems described have been group annuity contracts with private

insurance companies. In general, if the employer participates in the

cost of the annuity plan or if the plan is set up under the authority

of the employer, or both, it is considered to be a retirement system

within the meaining of the statute irrespective of the fact that the

payments are made by or through an insurance company.


Up to January 1, 1953, Federal-State agreements may be made retroactive

to January 1, 1951. The question has arisen as to whether such a

retroactive agreement would apply initially to those individuals who

were employees on the date the agreement was signed or to those who

were employees on the effective date of the agreement. It has been

decided that the retroactive agreement must apply to the services of

all persons not specifically or optionally excluded who were employees

on the effective date of the-agreement except that employees terminated

by death, retirement or otherwise during the interval between the

effective date of a retroactive agreement and the date the agreement

is signed cannot be included.


When some State and local, retirement systems were inaugrated, individual

employees occupying positions covered by the system were given a




422 

specified length of time to elect participation or nonparticipation in

the plan. New employees were usually coverea compulsorily. The option

of the older employees to participate in most cases has now expired and

they feel, therefore, thats they are eligible to be included in the

Federal-State agreement for coverage under old-age and survivors insurance.

Such employees may not be included in the Federal-State agreement. The

exclusion from coverage under old-age and survivors insurance applies

to positions covered by a system rather than to the individuals occupying

the positions. Thus, classes of positions that are within the frame

work of a retirement system are necessarily excluded from social security

coverage even though some individuals occupying such positions have not

elected to participate in the plan and their rights to participate have

expired.


In some instances, a State retirement plan provides that it will cover

employees of a political subdivision only if the subdivision elects to

cover its employees under the State plan. In this situation,) the

option to participate rests with the city or county, as the case may

be,, rather than with individual employees. Thus, inclusion of those

positions within the framework of the State retirement plan depends,

initially, upon action by the political subdivision.. Such positions

are not covered by a State retirement plan if the subdivision has not

elected coverage. If a political subdivision has not chosen to come under

the State plan, its employees can be included in a Federal-State agree

ment for old-age and survivors insurance coverage provided~ they are

otherwise eligible.


Transit Employees.


The provisions for compulsory coverage of employees of certain transit

systems acquired from private ownership by a State, political sub

division, or instrumentality are intended to assuore continued protection

of employees of transportation systems that become publicly owned.

the provisions in the final law differ substantially from those contained

in either the House or the Senate version of the bill. For a transit

system taken over after 1950, the employees will be covered by old-age

and survivors insurance unless the employer provides protection for them

under a general retirement system. For a transit system taken over

between 1936 and 1951,, the employees will as a general rule be covered

under the insurance system whether or not the employer provides protection

for them under a general retirement system; except that they will not

be covered by old-age and survivors insurance if they are protected

by a retirement system whose benefits are guaranteed by the State

constitution. In application, it is believed that this latter exception

will exclude only one group, employees of the New York City transportation

system.
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FEDERAL EMPLOYEES


Under the Social Security Act of 1935, "service performed in the employ

of the United States Government or of an instrumentality of the

United States" was excluded from coverage under the insurance system.

In 1939 the law was amended so as to exclude "service performed in the

employ of the United States Government or of an instrumentality of the

United States which is (A) wholly owned by the United States, or (B)

exempt from the tax imposed by section 1410 of the Internal Revenue

Code by virtue Qf any other provision of law." The 1939 amendment had

the effect of covering such instrumentalities as national banks and

Federal savings and loan associations.


In 1943 service as an officer or member of a crew employed by the War

Shipping Administration was included and in 194+5 certain types of service

for the Bonneville Power Administration was covered. In 194+6, the

Trading With The Enemy Act of 1917 was amended so that certain service

in the employ of the Alien Property Custodian would continue to be

covered by the insurance system.


The 1950 law provides for covering a number of classes of Federal 
employees. In general, the principle upon which the Congress covered 
these classes under social security was that they were not covered by 
another governmental system 51/ and they were likely to shift between 
Federal and private employment. While most Federal employees will 
continue to be covered under separate retirement systems for Federal 
employees, some will continue to be excluded from any system. Most of 
these individuals are persons not regularly in the labor market or not 
normally dependent upon Federal employment for a livelihood. At the 
time the new law was being passed, it was estimated that about 200,000 
Federal employees would be covered. The recent congressional action 
placing all new employees on a temporary basis will probably increase 
this number to between 500,000 and 600,000 in the next year. 

Employees of Federal instrumentalities that are exempt from the employer

tax of the program on December-31, 1950, generally continued to be

excepted. Employees of several types of instrumentalities are, however,

specifically covered (subject, of course, to the exceptions mentioned

above). These are employees of national farm loan associations (other

than directors); the Army and Air Force Exchange Service, Army and

Air Force Motion Picture Service, Navy Exchanges, Marine Corps Exchanges,

and similar organizations; Federal credit unions, county and community

committees under the Production and Marketing Administration (but not


L5/ Congress made an exception to this rule by covering under old-age

and survivors insurance the employees of Federal Reserve banks

despite the fact that such employees were covered already by their

own retirement system.
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the committeemen themselves); Federal Reserve Banks and production

credit associations. Also covered are employees of corporations wholly

owned by the United States, such as The Virgin Islands Company and the

Tennessee Valley Authority, if the employees are not covered by another

Federal retirement system.


Most Fed'eral agencies will have some employees covered under old-age and

survivors insurance. The major group of employees who will be covered

throughout the Federal service consists of temporary employees. Still

excluded, however, are temporary employees of the Bureau of the Census

employed for the taking of a census, and certain temporary employees in

the field service of the Post Office Department.


The amendments provide that the Federal Security Administrator shall

not make determinations as to employment of wages with respect to

service in the employ of the United States or its wholly owned instru

mentalities, but shall accept the determinations of the appropriate

Federal agency or instrumentality. This provision represents an exten

sion of previous provisions of title II of the Social Security Act

applicable to services for the United States Maritime Coimnission and

the Bonneville Power Administration. It is expected that each agency

or instrumentality will delegate responsibility for reporting and making

determinations to the organizational units now withholding Federal

income tax, and that the same forms and reports will be used as for

private commercial employers.


PUERTO RICO AND THE VIRGIN ISLANDS


The 1950 law redefines the term "United States"' to include the Virgin Islands

and, also, if the legislature should express a desire for coverage,

Puerto Rico. The legislature of Puerto Rico passed the necessary

resolution on September 22, 1950. This amendment will bring under cover

age about 400,000 persons out of a total employed labor force of 700,000

on these islands.


The problems involved in extending the insurance program to these

islands were the low-income of the people and the special tax status of

the islands. Puerto Rico has always had its own tax system and the

Congress has not applied the Federal income or excise taxes to Puerto Rico.

It was for this reason that the Congress provided that before the income

and excise taxes for the insurance program would become applicable that

"th Governor of Puerto Rico would have to certify to the President of

the United States that the legislature of Puerto Rico has by concurrent

resolution, resolved that it desires the extension of Puerto Rico of

the provisions of this title." 52/ Since the Federal income-tax laws

have been enforced in the Virgin -Islands, no similar special provisions

were necessary for the Virgin Islands.


52/ 	 Section 219 of the Social Security Act and Section 3810 of the Internal

Revenue Code.
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A special subcommittee of the House Committee on Ways and Means visited

Puerto Rico and the Virgin Islands. 5/The report of this subcommittee

endorsed the extension of the insurance system to the islands which

had been incorporated in H.R. .6000. The subcommittee recommended that

three modifications be made in the bill passed by the House--retention

of the provision that $50 of earnings a quarter entitle the individual

to a quarter of coverage, instead of $100 as in the House bill,

reduction of the minimum monthly benefit from $25 to $20, and increasing

from $25 54*/ to $50 the amount a domestic employee must earn in a

quarter in order to be covered. 5/The Senate made these modifications

in the bill which were later adopted in the final law.


L 	 Extension of Social Security to Puerto Rico and the Virgin Islands, 
Hearings before a Subcommittee of the Commit-tee on Ways and Means, 
House of Representatives (81st Cong., 1st Sess.), Nov. 15, 16~, 17, 
and 22, 19149. 

5/Ibid - footnote 31j page 17. 

5 	 Extension of Social Security to Puerto Rico and the Virgin Islands, 
Report to the Committee on Ways and Means from the Subcommittee 
on Extension of Social Security to Puerto Rico and the Virgin Islands 
(81st Cong., 2d Sess.),TFebruary 6, 1950. 
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SERVICE OUTSIDE THE UNITED STATES


At the time the 1935 Act was being considered all service outside the

United States was excluded. Even maritime employment was excluded by

the Congress on the ground of administrative difficulty. The apparent

administrative difficulties of covering maritime employment were soon

found not be be real and in 1939 maritime employment was included.


in recent years more and more American business firms have been

establishing foreign offices or actively seeking foreign trade of

rendering services abroad. Consequently the number of United States

citizens working outside the United States has increased. In some

instances the duration of such an assignment might be short but in other

instances it might last many years. In any case, such periods were not

covered for insurance purposes.


The 1950 law extends coverage to services performed outside the

United States (the continental United States, Alaska, Hawaii, Puerto Rico,

and the Virgin Islands) by an American citizen for an American employer.

The term "American employer" means "an employer which is (1) the

United States or any instrumentality thereof, (2) a State or any

political subdivision thereof, or any instrumentality of any one or more

of the foregoing, (3)an individual who is a resident of the United States,

(4)a partnership, if two-thirds or more of the partners are residents

of the United States, or (6)a corporation organized under the laws of

the United States or of any State." The term "American employer' is

defined very specifically in such a way as to assure the collection of

contributions with a minimum of difficulty. This provision results in

the coverage of about 150,000 American citizens working in all parts' of

the world including the few remaining possessions of the United States

not defined as part of the United States for social security purposes.


The new law does not cover all service performed outside the United States.

American citizens working for foreign subsidiaries of American corporations

continue to be excluded. Nor is the-foreign service of aliens long

resident in the United States covered.


.It is significant that the coverage of services outside the United States

of American citizens for an American employer is not dependent on whether

such services are covered or not under a foreign social insurance law.

In a number of countries, American citizens are covered under the social

insurance laws of those countries just as aliens working in the

United States are covered under the Federal old-age and survivors

insurance law if their services are in employments otherwise covered.


The new law also provides for covering services on American airships

on the same basis as coverage of services on American vessels. In

general, services performed on or in connection with an American air

craft are covered if the individual's contract of service was entered

into "within the United States" or if the aircraft, while the employee

is employed on it, "touches at a port in the United States."




DEFINITTION OF EMPLOYEE


One of the most extensively debated and controversial pr ovisions of 
the 1950 social security bill during its consideration by the Congress 
was the revised and expa~nded definition of the term "employee." The 
determination of borderline cases of employer-employee relationship has 
been one of the thorniest problems in administering the social insurance 
programs. Under the original 1935 law, to have his employment covered 
for old-age and survivors insurance purposes and for Federal unemploy
ment taxes, an individual had to render service as an employee for the 
person employing him. The term "employee" was not defined in the 
original Social Security Act or the pertinent sections of the Internal 
Revenue Code except that both laws specified that the term "includes 
an officer of a corporation." 

In 1936 the Treasury Department which administers the provisions of the 
Internal Revenue Code, and the Social Security Board issued regulations 
to implement the Social Security Act, in which they spelled out the 
meaning of the terms "employer" and "employee'.' Emphasis was placed on 
the legal right to control the performance of service, but other 
significant factors were taken into account such as the right to 
discharge, the furnishing of tools, and the furnishing of a place of 
work. 56/ 

During the first years of operation under these regulations the

Treasury Department and the Social Security Board issued a number of

rulings to clarify the boundaries of the employment relationship. The

common law meaning of the term "employee" was interpreted as not wholly

restricted to cases in which the legal right of control was present.

In establishing generally applicable precedents, the largest area in

which difficulties were encountered was that of outside salesmen.


In 1939 the House Committee on Ways and Means reported out a bill (which

became the Social Security Act Amendments of 1939) that included an

amendment to the definition of "employee" by providing a rule of thumb

for determining the coverage of certain salesmen. It was proposed

that all salesmen be brought under the law as employees unless they

were brokers or factors selling on behalf of more than one company and

employing at least one assistant salesman in their brokerage or factoring

business, or unless the selling was "casual service," not in the course

of the salesman's principal occupation. This rule of thumb would have

brought under the law all salesmen whose employment relationship was


56/ 	 Regulations 90,, Relating to the Excise Tax on Employers-Under 
Title IX of the Social Security Act (P.5); Regulations 91, 
Relating-to the Employees' Tax and the Employers' Tax Under 
Title VIII of the Social Security Act (PP. 3-4). 



not clear cut and; in addition, would have covered many who were 
obviously self-employed. 57/ 

Both the Senate Committee on Finance., to which the bill was referred,

and the Conference Committee rejected the proposal. The Committee

declared that it did not at the time wish the Social Security Act to

cover persons who were not employees. However, neither the Committee

nor the Congress gave any new indication how the term "employee" should

be defined. 580/


The first narrowing of the definition of employer-employee relationship 
occurred in 1941 with the decision in the case of Texas Co. v. Higgins 
(188 F. (2d) 636). In that and several subsequent cases the courts 
apparently were guided largely by the language of the contracts between 
the employers and their agents. In each instance the Government based

its case not only on the language of the contract but also on the actual

employment conditions that existed between the parties.


As a result of these reversals, the Treasury Department felt obligated

to adopt a narrower interpretation of the term "employee" than it had

used in the past. It consequently placed chief emphasis on the

employer's legal right to control the performance of the alleged

employee's services. At no time, however, did the Treasury Department

confine coverage to the narrow control test of the employer-employee

relationship. 59


57/ 	 H. Rept. 725, 76th Cong., 1st Sess. pp. 15 and 61-62. This report

stated (p.61), "A restricted view of the employer-employee relation

ship should not be taken in the administration of the Federal old-age

and survivors insurance system in making coverage determinations. The

tests for determining the relationship laid down in cases relating to

tort liability and to common-law concept of master and servant should

not be narrowly applied. In certain cases even the most liberal view

as to the existence of the employer-employee relationship will fall

short of covering individuals who should be covered., for example,

certain classes of salesmen. In the case of salesmen, it is thought

desirable to extend coverage even where all the usual elements of

the employer-employee relationship are wholly lacking and where

accordingly even under the liberal application of the law the court

would not ordinarily find the existence of the master-and-servant

relationship. It is the intention of this amendment to set up specific

standards so that individuals performing services as salesmen may

be uniformly covered without the necessity of applying any of the

usual tests as to the relationship of employer and employee."


58/ 	 S. Rept. 734, 76th Cong, 1st Sess., P. 75. 

59/ 	 Testimony of Adrian W. DeWind, Tax Legislative Counsel, Treasury 
Department , in Social Security Status Quo Resolution, Hearings 
Before the Committee on Finance, United States Senate .. on 
R. J. Res. 296, pp. 9-10, 22-23.
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While the Treasury Department altered considerably the character of

its rulings on employment-tax liability, the Social Security Board

continued to use the broader interpretation of employer-employee relation

ship followed by both agencies up to 1941. Because of this divergent

approach the rulings of the two agencies differed at times, the Treasury

Department holding that there was no tax liability in a particular case

while the Board held that the employment was covered for benefit

purposes.


The restrictive decisions of the lower courts and the narrowed inter

pretations of the Treasury Department encouraged certain employers to

revise their contracts with their agents for the specific purpose of

avoiding liability for Federal employment taxes. The new contracts

purported to terminate the employer's right to control performance of

service but actually did not alter materially the previous economic

relationships. 6O/ 

In other instances., even when there was no change that implied an

attempt to avoid tax liability, the normal arrangements between employers

and employees, such as those for many outside sales representatives,

could not be realistically evaluated in terms of control alone. All

told, more than l-I-million persons were in the group whose status was

not clearly that of an employee or an independent contractor. This

group included certain taxicab operators, private-duty nurses, owner-

operators of leased trucks, industrial home workers, entertainers,

newspaper vendors, contract loggers, commission oil plant operators,

mine lessees, journeymen tailors, filling-station operators, and more

than 6oo,000 salesmen.


The legal situation became more and more complex. In 1944 and 1945,

several of the courts held for the Government while others followed the

1941 precedents. In all, about 250 cases were litigated. The standards

applied by the courts varied widely. Certain of them interpreted the

common-law definition of an employee very liberally while others

restricted its meaning to the exercise of substantial control.


The predicament in which the courts found themselves was well stated

by the Supreme Court in National Labor Relations Board v. Hearst

Publications (322 U.S. 111) when it refused to accept the argument that

the definition of the term "employee" for purposes of the National Labor

Relations 'Act must be determined by reference to common-law standards.

The court declared in part:


"The agrument assumes that there is some simple, uniform and easily

applicable test which the courts have used, in dealing with such problems,

to determine whether persons doing work for others fall in one class or the

other. Unfortunately this is not true. Only by a long and tortuous

history was the simple formulation worked out which has been stated most

frequently as 'the-test' for deciding whether one who hires another is

responsible in tort for his wrongdoing. But this formula has been by no

means exclusively controlling in the solution of other problems. And its


O 	At the same time, some employers changed their contracts so that

their employees could be covered by the social security program.
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simplicity has been illusory because it is more largely simplicity of

formulation than of application. New problems in the law have given

greater variety of application and conflict in results than the cases

arising in the borderland between what is clearly an employer-employee

relationship and what is clearly one of independent, entrepreneurial

dealing. This is true within the limited field of determining vicarious

liability in tort. It becomes more so when the field is expanded to

include all of the possible applications of the distinction.


"It is hardly necessary to stress particular instances of these

variations or to emphasize that they have arisen principally, first, in

the struggle of the courts to work out common-law liabilities, where the

legislature has given no guides for judgment, more recently also under

statutes which have posed the same problem for solution in the light of

the enactment's particular terms and purposes. It is enough to point

out that, with reference to an identical problem, results may be contrary

over a very considerable region of doubt in applying the distinction, 
depending upon the State or jurisdiction where the determination is made; 
and that within a single jurisdiction a person who, for instance, is 
held to be an 'independent contractor' for the purpose of imposing 
vicarious liability in tort may be an 'employee' for the purposes of 
particular legislation, such as unemployment compensation . . . . In 
short, the assumed simplicity and uniformity, resulting from application

of 'common-law standards,' does not exist."


In order to resolve the welter of conflicting opinions' of the lower

courts,, the Supreme Court took jurisdiction of several cases in this area.

In June 1947 it handed down three decisions 6/which involved interpreta-.

tion of the employer-employee relationship under the Social Security Act.

In these cases the Court, looking at the social purpose of the law, held

that within the meaning and intent of social security legislation the

employment relationship should be determined on the basis of the worker's

relationship in fact with the person for whom he performed services rather

than his technical relationship under common law. All relevant factors in

a given relationship should be considered, -the Court added, including those

recognized by common law. Relevant factors are the degree of control that

is or can be exercised over the individual in performance of services, the

permanency of the relationship, the skill required in the performance of

the work, the investment in the facilities for work, the integration of the

individual's work in the business to which he renders service, and the

opportunity for profit or loss from the activities, giving to each such

weight as it properly deserves in the light of the statutory aims.


These decisions affirmed in major part the position,taken by the Social

Security Board and the Federal Security Agency and indicated that the

Treasury Department should in the future look to the economic realities

of the arrangements between employers and their agents. On the basis. of

investment and of opportunity- for profit and loss, however, the Court

classified as independent businessmen some persons whom the Agency had

regarded as employees and who might well be so regarded at common law.


61/ 	 United States v. Silk (67 5. Ct. 1463), Harrision v. Grey-van Line's,

Inc. (67 5. Ct. 1)463), and Bartels v. Birmingham (67 S. Ct. 1547).
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In consequence of these decisions,, the Treasury Department and the

Federal Security Agency drew up new regulations spelling out in more

detail the factors that the court enumerated as significant with respect

to the employer-employee relationship under the old-age and survivors

insurance and unemployment insurance programs. On November 27, 1947,

the Treasury Department published a copy of the proposed regulations in

the Federal Register pursuant to the provisions in the Federal Administrative

Procedure Act.


Final publication and issuance of both the Treasury and Federal Security

Agency regulations were scheduled for January 1948. Shortly before

the scheduled date, however, Senator Millikin, Chairman of the Senate

Committee on Finance, and Representative Knutson, Chairman of the House

Ways and Means Committee, asked the Treasury Department to defer

releasing the regulations until Congress had time to study the question

further. Both the Treasury Department and the Federal Security Agency 
complied with the requests. 

On January 15, 1948, Representative Gearhart of California introduced

House Joint Resolution 296 to "maintain the status quo in respect of

certain employment taxes and social security benefits pending action

by Congress on extended social security coverage." As the title indicated,

the resolution was designed to amend the definition of an employee in the

Social Security Act and in the tax provisions of the Internal Revenue

Code relating to old-age and survivors insurance unemployment insurance

taxes, to exclude from coverage "(1) any individual who, under common-

law rules applicable in determining the employer-employee relationship,

has the status of an independent contractor or (2) any individual

(except an officer of a corporation) who is not an employee under such 
common-law rules." L2/ The resolution, as amended by the Senate, was 
vetoed by President Truman on June 1)4, 1948, but nevertheless became 
Public law 6)42 when it was passed over the President's veto. As pointed 
out previously, the President sharply attacked the objectives of Public 
law 642 (commonly referred to as the "Gearhart resolution") in the 
presidential campaign of 1948 in which two of the prime supporters of 
the resolution were defeated. 

Section 409 of H.R. 2893, the bill recommended by the President for the

consideration of the Committee on Ways and Means, provided for repeal of

Public Law 642. After very extended consideration, the House Committee

included in H.R. 6000 a number of very important changes from Public

Law 642. 63/ The term "employee" was redefined and broadened to read

as follows:


J2 	For a detailed summary of the legislative history of H. J. Res 296 
see Wilbur J. Cohen and James L. Calhoon, "Social Security Legislation, 
January-June 1948: Legislative History and Background," Social Security 
Bulletin, July 1948, PP. 7-9. 

L/For a discussion of the changes made by the House Committee see House

Report No. 1300, pp. 80-91. See also Appendix B of the Report,

pp. 189-207, for an analysis prepared by the staff of the Joint

Committee on Internal Revenue Taxation. The minority of the Committee

on Ways and Means endorsed paragraphs (i), (2), and (3)but opposed

paragraph (4). See pp. 161-163 of the Report.
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"()any officer of a corporation: or

"(2) any individual who, under the usual common law rules

applicable in determining the employer employee relationship,

has the status of an employee. For purposes of this paragraph,

if an individual (either alone or as a member of a group) per

forms service for any other person under a written contract

expressly reciting that such person shall have complete control

over the performance of such service and that such individual is

an.employee, such i~ndjKdividual writjh respect to such service shall,

regardless of any modification not in writing-, be deemed an

employee of such person (or, if such person is an agent or

employee with respect to the execution of such contract,, the employee

of the principal or employer of such person); or

"(3) any individual (other than an individual who is an employee

under paragraph (1) or (2) of this subsection) who performs

services for remuneration for any person

"(A) as an outside salesman in the manufacturing or wholesale

trade

"(B) as a full-time life insurance salesman;

"(C) as a driver-lessee of a taxicab;

"(D) as a home worker on materials or goods which are furnished

by the person for whom the services are performed and which are

required to be returned to such person or to a person designated

by him;

"(E) as a contract logger;

"(F) as a lessee or licensee of space within a mine when sub'

stantially all of the product of such services is required to

be sold or turned over to the lessor or licensor; or

"(G) as a house-to-house salesman if under the contract of a

minimum sales quota, or (ii) is expressly or impliedly required

to furnish the services with respect to designated or regular

customers or customers along a prescribed route, or (iii) is

prohibited from furnishing the same or similar services for any

other person if the contract of service contemplates that sub

stantially all of such services (other than the services described

in subparagraph (F) are to be performed personally by such indi

vidual; except that an individual shall not be included in the

term 'employee' under the provisions of this paragraph if such

individual has a substantial investment (other than the invest

ment by a salesman in facilities for transportation) in the

facilities of the trade, occupation, business, or profession with

respect to which the services are performed, or if the services

are in the nature of a single transaction not part of a continu

ing relationship with the person for whom the services are

performed; or

"(IM any individual who is not an employee under paragraph (1),

(2), or (3)of this subsection but who, in the performance of

service for any person for remuneration, has, with respect to

such service, the status of an employee, as determined by the

combined effect of (A) control over the individual, (B) perman

ency of the relationship, (C)regularity and frequency of

performance of the service, (ID)integration of the individual's

work in the business to which he renders service, (E) lack of
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skill required of the individual, (F) lack of investment by

the individual in facilities for work, and (G) lack of

opportunities of the individual for profit or loss."


After very extensive public hearings the Senate Committee on Finance

concurred in the House provision of paragraph (1) and first sentence of

paragraph (2), deleted the second sentence of paragraph (2) commonly

known as the "Petrillo provision" 64/, struck out all the enumerated

groups in paragraph (3)except a full1-time life insurance salesman and

added "an agent-driver or commission-driver engaged in distributing

meat products, bakery products, or laundry or dry-clearning services,"

and eliminated paragraph (4)entirely. 65/


Subsequent to reporting out the bill, the Senate Committee on Finance

reported out an additional amendment to the definition of "employee"

so as to specifically include certain traveling or city salesmen. 66/

In addition, the phrase "for his principal" was added to clause (37relating

to agent drivers. 67/


Under the final agreement of the Conference Committee, the 1950 law

provides that the term "employee" includes in addition to the common-

law employees, individuals who perform services under specified conditions

in four occupational groups: full-time life insurance salesmen, certain

agent-drivers, wholesale and homeworkers. The text of the new definition

is as follows: b8


64+/ 	 This sentence had been added by the House to change the effect of

Bartels v. Birmingham 332 U.S. 126, 1947.


65/ 	 The House had also added an additional exception to the term "employ

ment'" as follows: "Service performed by an individual in the sale or

distribution of goods or commodities for another person, off the

premises of such person, under an arrangement whereby such individual

receives his entire remuneration (other than prizes) for such service

directly from the purchasers of such goods or commodities, if such

person makes no provision (other than by correspondence with respect

to the training of such individual for the performance of such service

and imposes no requirements upon such individual with respect to (A),

the fitness of such individual to perform such service, (B) the

geographical area in which such service is to be performed, (C) the

volume of goods or commodities to be sold or distributed, or (D) the

selection or solicitation of customers." This provision was deleted

by the Senate and the Conference Committee.


66/ 	 congressional Record, June 20, 1950, P. 9008 (daily ed.)


67/ 	 Ibid. p. 9011.


Lo/ 	 (Section 210(k) of the Social Security Act, and Section 1426(d) of the 
Internal Revenue Code.) The term "employee" in section 1101(a)(6) of 
the Social Security Act was repealed "effective only with respect to 
services performed after 1950." (Sec. 4*03(a)(2) and (3)of the Social 
Security Act Amendments of 1950.) The new definition of "employee" 
does not apply to the Federal Unemployment Tax Act or the withholding 
tax for income taxpu~rposes. 
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"The term 'employee' means 

"(1) any officer of a corporation; or


"(2) any individual who, under the usual common law rules applicable 
in determining the employer-employee relationship, has the status of 
an employee; or 

"()any individual (lother than an individual who is an employlee 

under paragraph (1) or (2) of this subsection) who performs services 
for remuneration for any person 

"(A) as an agent-driver or commission-driver engaged in dis
tributing meat products, vegetable products, fruit products, 
bakery proaucts, beverages (other than milk), or laundry or 
dry-cleaning services, for his principal; 

"(B) as a full-time life insurance salesman; 

"(C) as a home worker performing work, according to specifi
cations furnished by the person for whom the services are 
performed, on materials or gooas furnished by such person which 
are required to be returned to such person or person 
designated by him, if the performance of such services is 
subject to licensing requirements under the laws of the State 
in which such services are performed; or 

"()as a traveling or city salesman, other than as an 
agent-driver or commnission-driver, engaged upon a full-time 
basis in the solicitation on behalf of, and the transmission 
to., his principal (except for side-line sales activities on 
behalf of some other person) of orders from wholesalers, 
retailers, contractors., or operators of hotels, restaurants, 
or other similar establishments for merchandise for resale 
or supplies for use in their business operations; 

if the contract of service contemplates that substantially all of 
such services are to be performed personally by such individual; 
except that an individual shall not be included in the term 
employee' under the provisions of this paragraph if such individual 

has a substantial investment in facilities used in connection with 
the performance of such services (other than in facilities for 
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transportation), or if the services are in the nature of a single

transaction not part of a continuing relationship with the person

for whom the services are performed."


The Conference Committee report shows clearly, however, that Congress 
recognized that individuals in the specified occupations might be 
employees under the usual common-law rules and intended to make certain 
that those who were not would be included in the term "employee" never
theless. The Conference Report states that: "Provisions in both the 
House bill and the Senate amendment added individuals in certain specified 
occupational groups who are not necessarily under the usual common-law 
rules." 9 

It is still too early to forecast the full effect and implications of

the revised definition of employee. In general, the court decisions

during the period the Gearhart resolution was in effect were restrictive

in covering individuals under the insurance program. 70/ The restrictive

decisions emphasized that the absence of control, or the absence of the

right to control, over the hours to be devoted to the work, and the manner

of doing the work as significant factors tending to show that no employ

ment relationship exists. By using that text, the courts found that

certain salesmen., solicitors, collectors, models and cab drivers and

others were not employees for social security purposes.


It is significant, however, that both Houses of Congress expressed

themselves on the way in which the common-law rules should be applied for

the purpose of old-age and survivors insurance. In the Senate Senator

George made the point that "the usual common-law rules, realistically

applied, and not the restrictive rules of a particular State are to be

used." 71/ The House Conferees took the opportunity to "reiterate and


69/ 	 House Report No. 2771 to accompany H.R. 6000., August 1, 1950,

(81st Cong. 2d Sess.), p. 104.


70/ 	 Cases holding that there was no employment relationship: Ewing v. 
Vaughan 169 F. (2d) 837; Benson v. Social Security Board, 172 F (2d) 
682; Brady v. Periodical Publisher's Service Bureau, 173 F. (2d) 776; 
Party Cab v. U.S., 172 F. (2d) 87; Economy Cab Co. v. Fahs, 174 F 
(2d) 318; New Deal Cab Co. v. Fahs, 174 F. (2d) 321, (Cert. Den. in 
all three cab cases, 70 5. Ct. 62, October 10, 1949); Dimmitt-Rickhoff-
Bayer Real Estate Co. v. Finnegan, 179 F (2d) 882 (Cert. Den Oct. 1950); 
Barnaba Photographs Corp. v. U.S., 178 F. (2d) 402; Tractor Training 
Service v. U. S. U. S.D.C. Ore., CCH,, U.I.S. , Fed. para. 9387; 
G. W. Allen & Co. v. Henslee; Hall v. Henslee; Armistead v. Henslee 86

F. Supp. 295;

Crossett Lumber Co.v. U.S. 79 F. Supp. 20; Shreveport Laundries., Inc.

V. U.S., 84 F. supp. 435.

Cases holding that there was an employment relationship; U.S. v, Kane,

171 F. (2d) 54; Woolson Spice Co. v. U.S. 85 F. Supp. 242; Capital Life

and Health Insurance Co. v. Bowers, 90 F. Supp. 600; Ringling Brothers-

Barnum Bailey combined Shows, Inc. v. Higgins, U.S.D.C., N.Y. CCH,

U.I.S. Fed. Para'. 9406.


7/Congressional Record, August 17, 1950, p. 12, 885 (daily ed.)
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endorse the statement made by the House Committee in 1939!! 72/ and noted 
that the "satmetmade in 1939 is equally applicable to the- phrase in 
the bill as agreed upon in the conference agreement which contemplates a 
realistic interpretation of the common-law rules." 73 

MILITARY SERVICE 

On September 14, 1940, President Roosevelt recommended that the Congress 
enact various proposals to protect servicemen. General language designed 
to protect the Federal old-age and survivors insurance rights of service
men was added in the Senate to the Second Revenue Bill of 1940. The 
Conference Committee, however, dropped the provision in order to make a 
study of the entire matter.7L 

In 1946 the Congress provided survivors benefits for dependents of

World War II veterans. 75/


The 1950 amendments,grant wage credits under old-age and surivors insurance

for World War II military service which potentially affects more persons

than all the provisions extending coverage to specific areas of employment..

Under this provision, some 16 million individuals could receive from

1 to 83 months' credit of $160 a month for military service between

September 16., 1940, and July 24, 1947. Thus, as many as 29 quarters of

coverage and more than $13,000 in wages could be credited to the social

security account of an individual who served throughout the war period.76/


The wage credits are to be granted effective September 1, 1950, to any

serviceman (or woman) who had at least 90 days' service in the active

military or naval forces of the United States during the defined period

or who, if he had served less than 90 days, died or was discharged because

of disability incurred or aggravated in service. Wage credits may not be

granted to an individual who was dishonorably discharged or whose death

was inflicted as lawful punishment for a military offense.


72/ 	 Quoted in footnote 52 infra.


7/House Report No. 2771 to accompany H.R. 6000, op. cit., p. 104.


74/ 	 House Report No. 3002 to Accompany H.R. 10413 (Second Revenue Bill of 
1940). Sept. 30, 1940, (76th Cong., 3d Sess.) pp. 62-64. 

75/ For the legislative history of this amendment, see Angela J. Murray, 
ITSocial Security Act Amendments of 1946,!! Social Security Bulletin, 
September 1946, pp. 4-5. 

7/The new law provides for payments on the basis of military service

credits to be made out of the trust fund without any reimbursement

from the Federal Government. The 1946 amendments provided for payment

of the cost of benefits due to military wage credits to be paid out of

general revenues of the Treasu-ry. This provision was repealed in the

1950 amendments.
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The new credits count toward eligibility for and the amount of benefit

payments to the veteran and his family when he retires, the family of a

veteran who dies at any future time, and the family of an alreay deceased

serviceman. The wage credits may be used with respect to any monthly

benefit payable after August 1950 and any lump-sum payment when the veteran

dies after that month.


To avoid duplication of retirement credit granted because of World War II

service, the new law provides that the wage credits may not be used if

periodic benefits based in whole or part on the same period of service

are determined to be payable -by any Federal agency or wholly owned

instrumentality other than the Veterans Administration. The credits

would not be used in computing old-age and survivors insurance benefits

if a larger benefit would be payable without them.


The purpose of the provision is to guarantee to servicemen of World War II

the same old-age and survivors insurance protection they would have had

if they had been in civilian jobs during their period of service. This

objective is substantially accomplished except for those who would have

averaged more than $160 a month in civilian employment. Even for most

of these, however, the provisions for using January 1,,1951, as an

optional starting point in computing average monthly wage. and the use

of a higher wage base after 1950, will remove the handicap imposed by

their World War II service. In general, this group would continue to have

above-average earnings and would be likely to benefit by the new

provisions.


Concluding Observations and Future Developments


The extension of coverage embodied in the 1950 amendments was the first

major extension of coverage since the law was enacted in 1935. .The

amendments of 1939 were primarily improvements in benefits (adding

survivor benefits, increasing and advancing the date of first benefit

payments). The coverage changes in 1939 resulted in some small additions

to coverage (emhployees over age 65, bank employees, and seamen) but there

were also some reduction in coverage (a broader exclusion of agricultural

labor). During the 10-year period 1940-50, the major legislative

enactments dealt with freezing the contribution rate and not essentially

with extension of coverage, although seamen employed by the Federal

Government were covered in 1943, (retroactive to Sept. 30, 1941)

employees of Bonneville Dam in 1945 (effective Dec. 31, 1945) and credit

for military service given for survivors benefits in 1946. In 1948 certain

adult news vendor were excluded. The passage of the Gearhart resolution

in 1948 excluded a large number of employees 'fromthe program.


The 1950 amendments increased the coverage of the insurance program about

30 percent from about 35 million to 45 million in an average week. It

is also significant that the new law contained no reductions in coverage

from the law as it stood in 1949.


Most significant is the fact that a very large number of the newly

covered groups are in the lower than average income group. The agricul

tural workers, domestic employees, employees in nonprofit institutions
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many State and local governmental employees, and a large number of self-

employed persons are in the lower income groups. A substantial number

of persons in these groups would otherwise have to turn to assistance if

they were not covered by insurance.


It was extremely fortunate that the coverage extensions which became

effective on January 1, 1951, began in a period of favorable employment

opportunities. Many older persons who might otherwise have found

it difficult to retain or find jiobs will be able to stay at work and

obtain an insured status or receive higher benefits than they would

otherwise. Other persons who normally might not work in covered employ

ment or who might not work in covered employment long enough to be

insured are likely to become insured because of work in defense plants

during the present emergency.


With favorable employment opportunities and a demand for industrial,

commercial, and professional employees, many individuals normally not

covered by the insurance program can obtain coverage by the careful

selection of employment as between jobs covered and those not covered.

For instance., doctors and lawyers are not covered under the law as self-

employed persons. However, doctors and lawyers working as employees

of a business enterprise are covered and have been covered since 1937.

With the great demand for doctors and lawyers, many can and will find

employment as employees for $3,600 a year and thus obtain coverage and

insured status. The decline in the number of self-employed farmers also

means that a larger and larger proportion of the labor force will be in

jobs covered by the insurance system.


Four elements characterize social security legislation: (1) the

infrequency of basic legislation; (2) the length of time it takes to

obtain passage of legislation; (3)the omnibus character of the

legislation; and (4)the complexity of the legislation. While these

elements are not peculiar to social security legislation, they do

indicate some of the difficulties involved in getting social security

legislation enacted.


An important additional element which largely determines the timing and

content of social security legislation is the fact as pointed out previously

that it must originate in the House of Representatives. This is due to

the express provision in the Constitution that all revenue bills must

originate in the House.


The ranking members of the House Committee all have had long years of

service in Congress, which naturally increases the prestige which the

Committee'~s views receive. The Senate Finance Committee also has unusual

prestige and influence in the Senate. Two of the members of the Committee

(Connally and Johnson) were chairmen of other important committees, two

other members were the Senate Majority Leader (Lucas) and Whip (Myers).

Two (Millikin and Taft) of the five minority members held influential

posts in the minority policy committees. Proof of the influence of the

Finance Committee is that only one amendment not approved by it was

adopted on the Senate floor, and this amendment was not opposed by

Senator George, the Committee Chairman.
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Some of the more important general factors which influenced the coverage

provisions of the law were: (1) union pressure for extension of coverage

as well as improvement in benefits despite the spread of collective

bargaining plans; (2) the continued increase in the cost of State old-

age assistance; (3)the strong advocacy of both coverage and benefit

improvements in old-age ana survivors insurance by the State welfare

administrators; (14) the opposition of the insurance companies,, the

American Medical Association, and employers' organizations to various

recommendations made by the President and to provisions in the House bill

such as those relating to benefit provisions and disability provisions;

(5)the desire of many large employers for some improvement in social

security in order to reduce the costs of their collective bargaining

contracts; (6)the lack of vigorous, enthusiastic and united support

from farm groups for coverage of farmers; and (7)the report of the

Advisory Council on Social Security to the Senate Finance Committee.


A very important factor contributing to the passage of the bill and the

.important improvements in coverage was the report of the Advisory Council

on Social Security appointed by the Senate Committee on Finance in the

80th Congress. Seven members of the Council testified before either

the House or Senate Committee, 77/ and their views had an important part

in determining the presence or absence of particular provisions in the

bill.


As far as coverage is concerned, the 1950 amendments went as far as,,

or father than, most informed persons thought would be possible in 19149

when congressional consideration of the legislation began. In both the

House and the Senate Committees there was substantial support for a

voluntary system of coverage for the self-employed and considerable doubt

was expressed by influential members as to the wisdom of covering domestic

service and agricultural labor. In fact, the possibility of covering

agricultural labor was highly doubtful even in the Conference Committee

and only by restricting coverage to persons -who normally worked about

6 months or~ more for the same employer was it possible to get the

support of the Chairman of the House Committee for coverage of this group.


The restricted coverage of domestic service was the result of doubts

expressed by many members of the Committee as to the probable reaction

of housewives to paying contributions on day-workers. Wherever there

was strong support for coverage from the groups affected, the Committees

readily assented to coverage and where there was opposition to coverage

the Committees readily assented to exclusion. The nonprofit group

illustrates the former case while the doctors and State and local

governmental employees under a retirement system illustrate the latter.


Where some members of a group wished to have coverage, and others did not,

the Committees and their staff and the technical experts from the

Executive Branch struggled long and hard to devise a formula to make

everyone happy. The coverage of transit employees best illustrates

this effort. But', of course, the section in the law is therefore not


L7/ Slichter, Brown, Cruikshank, Rieve, Folsom, Linton, and Donlon. 
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easy to read or to understand except that the reader should realize

beforehand that every word in the provision was carefully drafted to

achieve a specific result.


In two cases worth mentioning, however, Congress did not follow the

wishes of the affected groups which desired coverage. In the case of

public institutions of higher learning and the State of Wisconsin,

coverage was sought and denied. The widespread campaign 78/ against


coveageStte ad f loal Gverenta epoescovered tundera 
retirement system made the Senate Committee and the conferees reluctant

to open the door on this matter. Although the author of the (Wiley)

amendment to permit Wisconsin to be covered under the law (even though

its employees were under a retirement plan) put up a vigorous and

reasonable agrumnent, the amendment was not included in the final bill.


As a result the provisions in the law affecting State and local

governmental employees has turned out to be the most difficult relatively

to administer. -Because of its restrictive character and intent, and the

very receptive way most groups reacted to the liberalized benefits in

the law,, many groups of State and local employees have struggled to try

to meet the conditions in the law and thus obtain coverage. Several

groups with "retirement plans" in name have protested that these plans

were not really retirement plans but were either disability plans or

profit-sharing plans. In the former case, the political subdivision was

not able to prove its case while in the latter it was.


Other jurisdictions have abolished their retirement systems, which

turned out to be a complex and confusing task, and in some cases of great

annoyance to the insurance carriers as in the case of certain local public

housing agencies, hospitals, and institutions of higher learning.


It is likely that a result of this unexpected desire of some groups

to obtain social security coverage, may be that the Federal law is amended

sooner than anyone anticipated. Already amendments are pending in the

Congress to permit coverage of units with retirement systems.


In two other areas the liberalized benefits have had an unexpected

result, namely among railroad and Federal employees. The increased social

security benefits in relation to the present social security tax rates

(now at l1-percent of payrolls on the employer and employee) were compared

with the benefits and much higher contributions under the railroad

retirement system and the civil service retirement system. No doubt this

comparison, favorable to old-age and survivors insurance,was a factor


L/For a statement "explaining the losses under integration of teacher

retirement systems and social security" see "iThe Integration olf Social

Security and Teachers Retirement"t prepared by the Research Division,

National Education Association, April 1950, 22 pp. (mimeo). See also

"AFT Misrepresentations," 3 Pp. (mimeo) also prepared by the NEA at

the same time. But for the opposite point of view see Edwin E. Witte,

"Should Teachers Be Included Under Federal Old-Age Insurance?" in the

Wisconsin Journal of ~Education, May 1950, pp. 6-7.
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in shaping the railroad retirement legislation (Public Law 234) which

was approved on October 30, 1951. This legislation increased the benefits

payable under the railroad program, added spouse's and widower's benefits

to that program similar to those payable under old-age and survivors

insurance, and provided that the railroad wage credits of workers who

die or retire with less than 10 years of railroad employment will be

transferred to old-age and survivors insurance. Also, legislation was

introduced in Congress during 1951 which would make various changes in

the civil service retirement system. Hearings were held on this

legislation, but no further action was taken on it.


The 1950 amendments marked the culmination of more than 5 years of

congressional study and consideration of recommendations for extending

and improving the insurance program. Starting with the Ways and Means

Committee's staff study in 1945 and the deliberations of the Advisory

Council to the Senate Committee on Finance in 1948, congressional

consideration of program changes came to a head with extensive committee

hearings in the House of Representatives in 1949 and Senate consideration

in 1950. The far-reaching changes embodied in the amendments represent

a reaffirmation of congressional intent to retain and build upon

contributory social insurance as the basic institution for providing

social security to the Nation' s workers.


The amendments of 1950 provide significant advances in terms of coverage

extension (see table 1), benefit increases, new categories of benefits,

and technical improvements. The provisions agreed upon by Congress

are for the most part those on which business, labor, and other

interested groups were generally agreed. In a decade and a half, the

people of the United States have come to recognize social insurance as

a basic American institution and to urge that it be strengthened so

that it may better fulfill its function in our economy.


Table 1. - Old-ag-e and survivors insurance: Extension of coverage 
under the 1950 amendments 

/iNumber in an average weekj


Number

Category Covered


Total. .. .............................9,800,000

Compulsory coverage, total. .. ............. 7,750,000


Nonfarm self-employed .. ........................... 4,700,000

Agricultural workers. .. ............................ 850,1000


Borderline employment. .. .................... 200,.9000

Regularly employed on farms. .. .............. 65oJIooo


Domestic workers. . . . ................................. ,oo

Federal civilian employees not under a


retirement system .. ........................ ..... 250,000

Employees outside the United States .. .............. 150,000
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Number

Category Covered


Employment in Puerto Rico and Virgin Islands. .. 4oo0,000 
New definition of "employee"......... . . . . . . ...


Voluntary coverage, total.. ...... ........2,050,000

Employees of nonprofit organizations.. ......
..... 6o,000

Employees of State and local governments. . . ...... 1,450,000


Excludes a relatively small number of transit workers who

will be compulsorily covered.


The extension of coverage embodied in the 1950 amendments resulted in a

decrease in the cost of the insurance benefits measured as a percentage

of payroll, and made -possible some of the increase in benefits which were

enacted (see table 2). Additional extension of coverage would also serve

to make possible additional increases in benefits.


Table 2. - AVERAGE MONTHLY BENEFITS AND LUMP-SUM DEATH PAYMENTS

UNDER OLD-AGE AND SURVIVORS INSURANCE


Under 1950 Act 
-Under
Category Previous June Estimated for


___________________Law, June 1950 1951 1960 2000 

Old-Age (i.e. Retired Worker) $26 $ 4i3 $ 50 $ 50 
Male 27 45 53 57 
Female 21 34 38 37 

Wife's a/ 14 23 27 30 
Widow's a/ 21 36 39 45 
Parent''b/ 14 37 38 43 
Child's c7 d/ 13 27 29 31 
Mother'ssd/- 21 34 37 40 
Lump-Sum Death e/168 136 157 15.2 

a/ Does not include those eligible for primary benefits. Includes 
husband's and widower's benefits. 

bJDoes not include those eligilbe for primary, widow's or widower's 
benefits. 

2/ Includes child's benefits for both children of old-age beneficiaries 
and child survivor beneficiaries.

2/The figures for this category for the 1950 Act are somewhat lower

than might be anticipated since the effect of the maximum benefit

provision., combined with the change in the law so that all eligible

beneficiaries should file, results in a lower average payment per

individual beneficiary.


e/ Average amount per death. 
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With 10 million more jobs brought under the program by the 1950 amend

ments, approximately 75 to 80 percent of the Nation's gainfully employed

are now covered by old-age and survivors insurance. Of the gainfully

employed persons not yet covered by the program, approximately 7.6 million

in an average week are covered by some other public retirement system.

They are under the retirement programs provided for persons in the

Federal civil service, in railroad employment, in the armed forces, and

in the employ of State and local governments. Only about 10 percent

of the Nation's gainfully employed now have no retirement protection

under a public program.


Farmers, most self-employed professional persons (doctors, lawyers, and

dentists are three of the largest groups excluded 79/) and agricultural

and domestic workers not regularly employed by one employer are the

chief groups without any coverage under a public program. Coverage of

these groups under old-age and survivors insurance has been recommended

by the Social Security Administration. Otherwise, the large group with

earnings too low to save for their old age and no opportunity to be

covered by private pension plans,, will have no recourse but to seek help

under the assistance programs.


Coverage of farm operators,, the largest group, is just as feasible as

coverage for other self-employed persons, and would be administered

in a similar manner. Farmers would file reports of their self-employment

income and pay their social security contributions along with their

income tax returns. Although a farmer, like other covered persons,

would have to meet a test of retirement,, this does not mean that he would

have to sell his farm in order to draw retirement benefits. If he rented

the farm, for example, his income would be rental income and not earnings


72/ itisestimated that the following number of professional persons in


an average week in the year will be excluded under the new law:


Professional Groups Number Excluded


......... 

Physicians.. .......... ............................ 139,000

Dentists .. ....................................


Lawyers . . ................................ 14i2,O


..... 70,000 
Osteopaths .. .......... ............................. 6,000 
Chiropractors .. .................................... 10,000 
Naturopaths. .......... ............................. 7,000 
Optometrists.. ........ ............................. 9,000 
Veterinarians. ............ ......................... 7,000 
Christian Science Practitioners .. .. .. .. ... 10,9000 
Professional Engineers.. .......... ................. 19,000 
Architects. .. ...................................... 11,000 
Funeral Directors. ............ ..................... 35,000 
Certified, registered, licensed, or full-

time practicing public accountants.. .............. 35,000


Total. .. ....................500,9000
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from self-employment. If he operated the farm himself and his income

from farming was $600 or less a year, he could receive old-age insurance

benefits regardless of the amount of work he did. If his annual income

from the operation of the farm exceeded $600 he would nevertheless draw

benefits for any months in the year in which he performed no substantial

work. On the other hand, a farm operator who performed substantial 
services in each month of the year could still receive benefits for some 
months so long as his income was less than $1,150 during the year.
After he reached age 75, benefits would be -adwithout regard to the 
test of retirement. 

The 1950 amendments provide for the voluntary coverage of the 6oo,ooo

lay employees of religious, charitable, educational, and other nonprofit

organizations. However, some employees of such organizations may

actually find old-age, and survivors insurance protection unobtainable,

either because of the decision of their employer or because other

.employees who see no immediate personal advantage in obtaining coverage

oppose entering the system. As a result, in the area of nonprofit

employment there may continue to be some people without systematic

retirement protection of any kind. The Social Security Administration

has recommended that the law be amended in such a way as to ensure the

protection of all nonprofit employees.


For the groups not covered under old-age and survivors insurance but

covered under another public program there is a problem of a different

kind. In our economy the movement of workers from job to job and. from

one kind of employment to. another is inevitable, and to a considerable

extent desirable. This is particularly true in a period of national

emergency such as now exists. As a result of such shifting from one

retirement program to another., the individual may fail to remain in any

system long enough to acquire retirement benefit rights. He may end up

at 65 with no protection at all, or with very inadequate benefits. To

ensure that the protection afforded such individuals is real, and that

mobility of labor is not unduly discouraged, arrangements will have to

be made for coordinating the protection furnished under the various

public retirement plans.


Considerable study has already been given to various plans for such

coordination, and, in fact, coordination has already been established in

one area. The survivor benefits provided under the railroad retirement 
program are coordinated with those provided under old-age and survivors 
insurance, with a general improvement in the protection of individuals 
who shift between these two areas of employment. Proposals have been 
made for coordinating the civil service retirement program and old-age 
and survivors insurance through a plan for transferring the retirement 
credits of short-term Federal employees to the latter program. A plan 
of this sort could substantially improve the protection of many individuals. 
Additional consideration should be given to this and other proposals 
for protecting workers who change jobs. 

The new law will have an important effect upon existing pension plans,

collective bargaining, and various public and private programs. However,

it must be recognized that there will still be need for further

consideration of changes in social security legislation. In the kind of

dynamic economy in which we now live., change is continually occurring.
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There must be a constant review of the entire social security program

so that adjustments can be made from time to time to accord with economic

and social developments and actual administrative experience. There are

*still needs and gaps which must be met. The Finance Committee itself

recognized that its recommendations did not meet all of the problems which

exist in social security at the present time. Its report points out that

the Committee members "believe that the problem of providing income to

those who have already retired and who are ineligible for insurance

shouid be studied further." They also recommended "that further extension

of coverage to farm groups be given attention." They stated that "further

study should be made of the problem of income maintenance for permanently

and totally disabled pesos as well as of the "problems involved in the 
long-range financing of an old-age and survivors insurance system, partic
ularly the issue of reserve financing versus pay-as-you-go." 

It is significant that the Senate adopted a resolution to study all these

various aspects of social security, and also the problems of increased

work opportunities for the aged and the relationship of the insurance

program to private pension plans. It is thus clear that Congress itself

does not think of the new program as a complete or final solution to the

problems of insecurity, and that further changes can be expected. But

the new program does represent a substantial forward step in the attempt

to make American secure against want.
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March 14, 19149 
TO: 	 All Administrative and Technical Employees


and All Field Office Employees


FROM: 	 0. C. Pogge, Director


SUBJECT: 	 Director's Bulletin No. 161


Provisions of the Administration Bill., H.R. 2893


All of us 	who are concerned with improvement of the old-age and sur

vivors insurance program welcome the early beginning of hearings on

the Administration bill (H.R. 2893) which was introduced by Represen

tative Doughton, Chairman of the Committee on Ways and Means. The

bill represents the President's program, in accordance with his pre

vious messages to Congress. It extends-both the coverage and the

scope of the old-age and survivors insurance system. In the main,

its provisions are the ones the Social Security Administration con

siders essential to a well-rounded program of insurance protection

against income losses resulting from the retirement, death or exten

ded disability of both wage earners and self-employed persons. For

wage earners, there is the additional protection of insurance against

wage loss 	during short-term disability.


Eligibility requirements are reduced and benefit amounts very sub

stantially increased under this proposed program. Special provisions

for persons already on the rolls will permit prompt increase of their

benefits when the amendments are enacted, without individual recalcu

lation of the primary insurance benefit in such cases. Benefits for

women would be payable at age 60. The amount permitted in earnings

without suspension of benefits is sharply increased. Family benefits

are provided for some dependents formerly pot eligible for payments,

especially certain dependents of women workers. New provisions will

reduce the hardship to families in cases in which technical defects

in the marriage now prevent payments to wife, widow, or children. In

a number of respects, technical anomalies are eliminated and adminis

trative provisions improved.


The following paragraphs summarize the proposed amendments.
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Coverage Extension


Employees of Nonprofit Institutions. Clergymen and members of relig

ious orders would remain excluded from the program. It is proposed

to cover all other employees of nonprofi't institutions, with a com

pulsory contribution by the employees. The payment of the employer

contribution would be voluntary, but the employee would receive cre

dit for only half his wages if the employer contribution were not

paid. It is hoped that the employer will pay in most instances; the

majority of nonprofit institutions have expressed a desire for cov

erage and a willingness to pay the employer contribution if it were

not compulsory. (Spokesmen for some institutions fear that the im

position of a tax for social security purposes would set a precedent

which might result in loss of tax-exempt status for other purposes.)

Because voluntary coverage, at the election of either the employee or

the employer, is generally undesirable in a compulsory social insur

ance system, it was necessary to: work out special provisions which

would assure coverage for the employees while recognizing the posi

tion of the employers with respect to contributions.


State and Local Governmental Employees. Because of the constitu

tional barrier to taxation of the States, State and local employees

would be covered through voluntary agreements between the States and

the Federal Government. The Federal Government would deal only with

the States, but the agreements could cover employees of political

subdivisions and instrumentalities.


In order to minimize adverse selection, all employees (with certain

exceptions) of a participating governmental unit would have to be

covered, and a political subdivision with less than 10 employees

(other than those excepted) could not participate unless at least

25 percent of all employees of the political subdivisions of the

State were to be covered. Policemen and firemen covered under re

tirement systems (these systems are customarily very liberal because

of hazardous nature of the occupations) are specifically excluded

from coverage; other groups covered by retirement systems could be

excluded at the election of the State, but only after the employees

affected have had an opportunity to express in a written referendum

their wishes regarding coverage.


Coverage under an agreement could be terminated by the State after

five years by giving two years' advance notice. Agreements could be

terminated by the Federal Government in the event of noncompliance.
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Delinquent contributions could be collected through withholding the 
amount of the contributions fromn grants to States under other provi
sions of the Social Security Act.


Federal Civilian Employment. The bill would cover all employees of

the Federal Government and its instrumentalities who are not covered

by a retirement system., with certain exceptions: the President and

Vice President., heads of departments and agencies., and persons em

ployed in the legislative branch of the Government. Our position is.,

of course, that all Federal employees should be covered under old-age 
and survivors insurance. However, it is true that most Federal em
ployees have retirement., survivors and disability insurance protec
tion under staff retirement systems. Old-age and survivors insurance

coverage is particularly desirable for Federal employees not covered

under any retirement system; many of them are persons whose employ

ment is irregular, intermittent or of limited or uncertain duration,, 
and who therefore are likely to move back and forth between Federal 
and private employment. Employees of the legislative branch of the 
Government would not be covered because they have the option of cov

erage under the civil service retirement system.


Members of the Armed Forces. At the present time there are proposals 
before Congress for substantial revisions in the armed forces retire
ment systems to provide more adequate protection, particularly for 
the career serviceman. To supplement these proposals, servicemen 
would also be covered under the old-age and survivors insurance pro
gram. However, where a monthly benefit was payable under one of the 
service retirement systemsj, military-service wage credits would not 
be included in computing old-age and survivors insurance benefits. 
Military-service wage credits would be counted tovard disability 
benefits, but such benefits would not be payable while the individual 
was in active service. Wages credited for military service would in
clude allowances paid for the serviceman himself., but not those paid 
in consideration of the fact that he has dependents. 

Certain Employment Performed Outside the Continental United States. 
The general restriction of "employment" to services performed within 
the continental United States (or on or in connection with an Ameri
can vessel) has been relaxed to include additional workers who are 
part of the American economy and with respect to whom contributions 
can be collected. The new definition of "employment" includes cer
tain services performed outside the United States in connection with 
American aircraft and also services performed outside the United 
States by citizens or residents of the United States working for an

American employer. The term "United States" is redefined to include 
Puerto Rico and the Virgin Islands.
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Agrcultural Labor and Domestic Service. The bill covers agricultu
ralanddomestic workers by omitting the agricultural and domestic 

service exceptions of the present law. The bill also omits the 
"casual labor" exception and substitutes for it an exception from 
wagess of re-muneration for seriche on a farm or not in the course of 
an employer's trade or business if the cash payment in a calendar 
quarter is less than $25. This provision would., of course, apply to 
domestic service since such service is "not in the course of an em
ployer's trade or business." These provisions will cover almnost 
3 million of the approximately 4 million persons now excluded from 
coverage by the definition of agricultural labor., and 2* of a total 
of approximately 3 million domestic service workers. 

The $25 wage exemption avoids the collection of contributions on ex
tremely small amounts, and incidentally makes unnecessary many dif
ficult distinctions between employment and an individual' s normal 
family duties, as for example, when a relative is recompensed for 
performing a chore in the home. While this wage exemption excludes 
about 1 3/4 million persons in the course of a year most of them 
would be individuals such as students and housewives who,are not con
sistent members of the labor force. The relatively small number of 
consistent members of the labor force occasionally excluded by this 
exemption would be covered by the program as a result of their more 
substantial occupations. 

The bill does not specifically provide a method of reporting. The

present provisions of the Internal Revenue Code vhich authorizes the

Conmiissioner of Internal Revenue to determine the method to be used

to secure wage data and to collect taxes is expected to remain in the 
law. The Treasury Department and the Federal Security Agency intend 
to submit a joint statement to Congress to the effect that: (1)pre

sent reporting procedures would be satisfactory for collecting wage

information and contributions for many agricultural and domestic

workers, principally employees of large farms, and domestic employees 
of employers who,also have commercial and industrial employees; and

(2) either a stamp Plan or a simplified payroll reporting plan would 
be feasible for administering extended coverage for the balance of 
agricultural and domestic service workers. 

The Self-Employed. Approximately ll million persons self-employed in 
the course of a year (6,370,000 urban self-employed persons and 
4,665,000 farm operators) would be covered as a result of provisions 
in the bill for basing the payment of benefits (except temporary dis
ability benefits), upon "self-employment income" as well as on "wages." 
Approximately 2.,685,000 persons (1.,330.,000 urban self'-employed per
sons and 1,355,000 farm operators) who-engage in some self-employment 
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in a year would be excluded as a result of having gross income of

less than $500 or net income from self-employment of less than $200

in a year.


The computation of self-employment income for social security purposes

is based on concepts used in determining profit from trade or business

for income tax purposes. Certain types of income, not work connected,

such as gains from the sale or exchange of capital assets and rentals

from real estate (unless received in the course of business as a real

estate dealer or operator of a rooming house or hotel) are excluded

for social security purposes. In general, income derived from a trade

or business carried on by a husband and wife who are not legal par

tners will be credited to the spouse having the management and control.

If both spouses share the management and control, however, each will

be credited with the portion attributable to his or her services and

investment.


Self-employed persons would transfer the pertinent information from

the income tax return to a report of self-employment income for social

security purposes and would file the latter as an attachment to the

income tax return. The bill provides that the social security report

would not be credited to the wage record unless filed within a year of

the time it is due. This limitation on delinquent filing is intended

to prevent self-employed persons from acquiring an insured status after

the risk has matured.


Quarters of coverage are determined on the basis of the annual self-

employment income as follows:


Less than $200 - no quarter of coverage 
At least $200 but less than $400 - one quarter of coverage 
At least $400 but less than $600 - two quarters of coverage 
At least $600 but less than $600 - three quarters of coverage 
At least $800 and up to $4,800 - four quarters of coverage 

No individual would be credited with more than four quarters of cov

erage for a contribution year and no quarters of coverage would be

credited to an individual after the quarter of death or entitlement.


A monthly retirement test analogous to the work clause for wage earn

ers provides for deductions when an individual "engages in self-em

ployment" which results in net earnings of $50 or more or when he

"engages in self-employment" and renders service in employment if the

combined remuneration is $50 or more.


The bill would provide for the repeal, as of enactment., of those sec

tions of Public Law 642 (Gearhart Resolution) which restricted the

meaning of the term "employee" to persons who were employees under

the "usual common-law rules." By this repeal, coverage as employees

would be restored to an estimated 500,000 to 750,000 persons. A
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large group of workers, who are employees as a matter of economic

reality under the decisions of the Supreme Court in the "Silk," and

other related cases, will be entitled to the protection of the program.


Areas Still Excluded from Coverage. The extension of coverage pro

posed in the bill would bring under the program the majority of gain

fully employed persons not covered by a retirement system. in general,

though, it would not provide continuity of insurance protection for

workers who shift between jobs covered by different systems. To pro-,

vide such continuity of protection, the old-age, survivors and disa

bility insurance system should be made the basic insurance system for

all workers, with the special systems providing supplementary benefits.

Under such a plan coverage would be extended to employment covered by

the Railroad Retirement Act, all civilian employment for the Federal

Government and employment for State and local governments covered by

a retirement system.


Effective Dates of Coverage Changes. The coverage of the self-em

ployed would be effective January 1, 19~49. Other coverage extensions

would go into effect January 1, 1950.


Disability Provisions


Weekly Disability Benefits. Weekly benefits would be paid beginning

January 1, 1950, to an insured wage earner for spells of disability

lasting at least seven consecutive days if the disability kept the

wage earner from working at his regular job. (Self-employment income

is not covered for purposes of these benefits.) The first seven con

secutive days of disability in a benefit year, however, would consti

tute a waiting week and would not be compensable. Such a waiting week

would only be served once each year. Nonpayment of benefits for ill

nesses lasting less than seven days and for the waiting week is de

signed to eliminate the need to compensate the many very short ill

nesses which occur and to reduce the cost of benefits. Benefits for

fractional weeks of disability would be paid at a daily rate of one-

seventh of the weekly amount. A disability which lasts less than

seven days would be compensable if it occurred within a three-week

period following a waiting week or a compensable week.


To be insured for weekly benefits the wage earner must have been paid

wages in at least two quarters of his four-quarter base period. For

minimum benefits, he must have been paid at least $130 in his high

uarter, and the wages for the base period must have totalled at least

260. A wage earner's base period would be the four completed calen


dar quarters immediately preceding the fourth calendar month prior to 
the month in which his benefit year began.


The filing of a valid application for weekly disability benefits would
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establish a benefit year during which the wage earner's insured status

and benefit amounts would be fixed. The size of benefit payments

would be determined from a graduated table based on two factors: (1)

the amount of wages paid in the highest quarter of the base period,

and (2) the number of the wage earner's dependents. For an unmarried

wage earner, benefits generally would equal approximately one-half of

his average weekly wages and would range from $8 to $30 a week. Bene

fits would be increased slightly for each dependent up to three. The

maximum benefit for a worker with three or more dependents would range

from $11.20 to $45 a week. The maximum amount of benefits which an

individual could receive in any benefit year would be twenty-six times

his weekly benefit amount. Under certain circumstances, however, as

where a spell of uninterrupted disability continued beyond the pres

cribed cut-off, provision would be made for continuing weekly benefits

until the end of the spell of disability or until it had lasted six

months, whichever occurred first. These added weekly benefits would

be provided only where the wage earner was insured for extended dis

ability benefits at the beginning of the spell. This provision pre

vents the occurrence of a gap between weekly benefits and extended

disability benefits.


Maternity Benefits. Insured women workers may become entitled to

weekly maternity benefits, without being required to furnish a certi

ficate of inability to work. Maternity benefits would be payable for

a total of fourteen weeks provided the woman does not work daring this

period- -from six to eight weeks before confinement and six to eight

weeks after confinement. Such benefits would be computed in the same

way as weekly disability benefits, but the period during which such

maternity benefits are paid would not be counted toward the maximum of

weekly disability benefits payable during a benefit year. To be eli

gible for maternity benefits a woman at the time she files application

for such benefits must be insured for weekly disability benefits and

must meet an additional requirement of earned wages or compensable

disability in the quarter preceding confinement. This is to support

the presumption that the woman has not left the labor market and would

be regularly employed but for her pregnancy.


Extended Disability Benefits. Monthly benefits, comparable to those 
under the retirement provisions of the program would be payable be
ginning July 1, 1950, to a wage earner or self-employed person who 
suffers from an extended disability and has met the requirement of a 
six-month waiting period. Extended disability is defined as blindness,

or inability to engage in any substantially gainful work. This is a

stricter definition than the definition applicable in cases where the

disability has lasted a short time; a person applying for extended
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disability benefits will be expected to make greater adjustments in

his way of living and to engage in any work he can perform. To meet

the test of recent as well as substantial attachment to the labor force

an applicant must be currently insured and he must also have not less

than twenty quarters of coverage out of the forty quarters ending with

the nuarter of onset of disability.


Because of the administrative problems involved in picking up a large

backlog, persons already disabled will be eligible only to the extent

that they meet these insured status requirements as of January 1, 1950.

If last covered employment was before the second quarter of 194~8 it

will not be possible for an individual to qualify. In order to give

eligible persons a reasonable period of time in which to learn, about

the new benefits, a grace period lasting up to July 1, 1952, will be

allowed for filing. 

To be timely, an application for extended disability benefits must be 
filed either in the waiting period or in the month following the wait
ing period. As with other Title II benefits, an application may be 
deemed to have been filed in the third month prior to the actual filing 
if all other conditions are met. Therefore, an application would be 
timely if filed no later than the tenth full month of disablement. To 
avoid complicating problems of medical administration and proof of disa
bility, the onset of disability will be deemed to have occurred in the 
month preceding the waiting period; a delay in tiling beyond the tenth 
full month of disability would automatically result in moving up the 
beginning date of the waiting period; and if the delay is prolonged, 
insured status may ultimately be lost. 

Benefits are payable not only to the disabled insured person, but also

to his dependents in the same manner as if he were retired, and to cer
tain disabled dependents. 

A person who is entitled to any of the Title II benefits for extended

disability and who is also receiving State or Federal workmen's com

pensation for the same disability and the same period of time, would

have his extended disability benefit reduced by one-half of whichever

of the duplicating benefits is smaller. In no case would the extended

disability benefit be less than $10. All individuals entitled either 
to weekly or extended disability payments may be required to undergo
examinations and periodic reexaminations at the request of the Adminis
trator to determine disability or continued disability. If they refuse, 
benefits may be denied or suspended. Persons who are or may become en

titled to extended disability benefits will be encou~raged to return to

work as soon as possible through the provision of physical or voca

tional rehabilitation services. Rehabilitation may be undertaken

either during the six-month waiting period or after entitlement to

monthly benefits. At the expense of the Trust Fund, and through 
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cooperation of other public end private agencies, disabled persons

will be eligible for medical., surgical., training and other services.,

'wherethe Administrator finds that such services will aid in returning

such persons to gainful work. Those 'who without good cause refuse re

habilitation may have benefits denied or suspended.


The bili contemplates the administration of both temporary and extended 
disability benefits as an integral part of a combined Federal old-age., 
survivors and disability insurance system. The Administrator is auth-_ 
orized, however, to secure the cooperation of, and to enter into work
ing agreements with, public agencies at the Federal, State or local 
level as wefl as private agencies and groups in order to secure advice 
and services in the efficient administration of benefits. 

Insured Status Provisions 

The extension of coverage will make it necessary to modify the insured 
status requirements in order that older workers whose occupations have 
not been previously covered may be able to qualify for retirement bene
fits in a reasonably brief period. The bill provides that a worker is 
fully insured if he has at least 1 quarter of coverage for each 4i 
elapsed quarters. 

The new provisions would be effective for all applications filed after 
June 30,, 199i., and benefits on a current basis would be immediately 
available for those who were eligible on the new requirements. A wage 
earner who attained age 65 (60 for women) in 194i3 or earlier would 
need 6 quarters of coverage. If he had no previous covered employment,, 
he could first become insured in the second quarter of 1951. A wage 
earner attaining age 65 (60) in 1950., with no previous coverage, could 
earn the required ,l3 quarters of coverage by the first quarter of 1953. 
N~o change has been made in the require-ments for currently insured 
status. 

Benefit Amounts 

Benefits would be greatly increased by using both a new benefit for
mula and a new method of computing the average monthly wage. The av
erage monthly wage would be one-sixtieth of the total wages during the 
period of 5 consecutive years of coverage ($200) for which such total 
was highest. Generally,, the average thus obtained would represent 
full1-time employment when the individual was in the type of work 
utilizing his highest skill, not at learner's rates. Because there is 
a long-term upward trend in wages., benefits based on the high 5-years 
would tend to reflect the beneficiary's level of living close to the 
time he retires. 

For each level of average monthly wageL, the "basic amount" of benefit 
would be 50 percent of the first $75 of average monthly wage plus 15 
percent of the remainder to a total average wage of $Ji00. This full 
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"basic amount" is available only to regularly employed workers. It 
is modified by a "continuation factor" representing the proportion of 
the years between 1950 (or 193T if better for the person) and age 65 
(or death) for which en individual had years of coverage. However., 
both regular and "in and out" covered workers will receive an addi

tionall 1 nP e~'nt. of the "'had c amoun" for each year of c~overage 
Benefits figured under these new formulas will be much higher than at 
present for regular workers, with proportionately less than the full

benefit for those who work less regularly under the program. The 
typical individual worker' s 5-year average monthly wage today would 
be $200., and the full benefit about $63. Increasing the taxable wage 
to $4,800 and permitting an avera~ge monthly wage of $400 will permit 
the full wages of about 95 percent of all covered workers to count 
toward their benefits. 

The average monthly wage is to be rounded to the next lower dollar 
amount, which will greatly simplify the tables used for computing the 
benefit amount. The fact that both computation factor and increment 
are applied to the basic amount will also facilitate the construction 
of simple tables for office use.


The minimum primary insurance benefit would be $25., and the maximum 
for a family 80-percent of the average monthly wage,, or $150 if that 
is less. Each benefit amount, if not a multiple of 10 cents is 
rounded to the next higher multiple of 10 cents,, even though the 
family maximum may be slightly exceeded as a result of these increases. 

To avoid the long., expensive job of recalculating the benefit amounts

of all present beneficiaries by the new formulas,, a conversion table

for primary insurance benefits has been included in the bill. It

provides increased benefits which., on the average., approximately equal 
those to be paid persons first filing claims after June 1949 under the 
new provisions. Subsidiary benefits will be raised to their appro
priate percent of the table values for primary insurance benefits. 

The recomputation of benefits in the future for persons 'who return to 
work after filing claims will be much less important if the average 
monthly wage is based on the high 5 years than it is at present., since 
relatively few workers who have retired would return to work at wages 
higher than in their best 5 years. Consequently., it seems reasonable 
to reduce the number of such recomputations in order to save expense 
of administration. Recomputations will not be permitted if a person 
has once "retired"' to the extent of having received primary insurance 
benefits for 6 consecutive months. No benefit will be changed unless 
the recomputation results in an increase in the average monthly wage 
and unless the individual has a year of coverage after 1949., and after 
the date of his previous computation of benefit amount. 

Benefits for Dependents and Survivors 

Minor changes in this field would provide greater family protection 

and end a number of troublesome anomalies.
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Child's benefits are increased by one-fourth of a primary insurance

benefit for one or more children entitled on a given wage record.

Benefits are continued past age 18 if the child is then totally dis

abled. The definition of "child" is broadened to permit benefits

also for other children who were not adopted but were supported by

and living with the wage earner. The mother's contribution to the

child's support is given greater recognition. Benefits may be paid

on her wage record, even though the father was in the-household or

contributing something, if she had furnished at least half the sup

port or, in death cases, if she was both fully and currently insured.


Women may become entitled to benefits at age 60. About 60 percent of

the married men at age 65 have wives 60 or older, whereas only 20 per

cent have wives then 65 or older. Thus, the number of simultaneous

entitlements will be greatly increased.


The problems created by variations in State marriage and intestacy

laws are largely overcome by providing benefits for wives, widows, and

children in certain cases of defective marriages when there was an in

tent to marry.


Benefits are payable to a divorced wife who has received at least one-

half of her support from her former husband if she is caring for their

children, and also to the wife under age 60 of a primary insurance

beneficiary if they have children entitled to benefits.


Benefits may be paid to the disabled husband or widower at age 65 of

a primary beneficiary or woman fully insured at the time of death.

This will fill a need frequently mentioned by working women'who have

gone to work in order to support a disabled husband.


Parent's benefits are increased to three-fourths of a primary insur

ance benefit for each entitled parent, the same percent allowed to

widow and first child in death cases.


To reduce a problem arising out of the termination provisions when

aged beneficiaries marry, it is provided that a parent's benefits

shall not terminate upon his or her marriage to another beneficiary.

While widow's benefits would terminate in such a case, it is provided

that the individual eligible for widow's benefits at the time of her

remarriage shall be regarded as a "wife" (or "widow") for benefit

purposes without a waiting period. Thus, while benefits based on a

previous marriage would not be paid to a remarried person, there would

be immediate protection on the second husband's wage record if he

reaches age 65 or dies.


Lump-sum death benefits are made payable in addition to monthly bene

fits since there seems as great a need for provision for the extra

expenses of death when monthly benefits are payable as when they are

not. However, because of the great increase in primary insurance
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benefit amounts and the small social utility of large death payments,

the lump~sum is set at three rather than six times the primary insur

ance benefit.


The Work Clause


The exempt amount for the work clause is raised from $14.99 to $50,

effective July 1, 1949. This will permit a reasonable amount of

part-time work without loss of benefits but it preserves the princi

ple that benefits should not be paid to persons who are regularly

employed. An analogous monthly retirement test for the self-employed

provides for deductions when an individual "engages in self-employ

ment" which results in net earnings of more than $50, or when the

total of his wages and self-employment income exceeds $50.


The work-clause provision will apply to beneficiaries under the ex

tended disability program, and will include consideration of earn

ings in any type of employment or self-employment. However, the

Administrator is atithorized to suspend or modify the work-clause

provision for a limited period during rehabilitation, if he believes

that the disabled person will thereby be further encouraged to become

self-supporting.


Miscellaneous and Technical Provisions


In many respects definitions have been changed to increase protection

or simplify administration. Only a few of these provisions can be

mentioned here. (1) The definition of wages (in addition to the in

crease in the wage base) is broadened, chiefly,by the inclusion of

tips and all dismissal payments. To date, a very small proportion of

tips have been accounted for and recorded as wages, and only "legally

required" dismissal payments have been so recorded. Both are, in

fact, wage payments, and it will aid workers to have them included in

the benefit base. For administrative reasons, there is a speaific

exclusion from wages of retirement pay and payments made on account of

disability beyond six months. The "Plan or system" definition is

tightened so that only payments from insurance, trust, or other fun

ded accounts will be excluded from wages under this provision. (2)

The term of the statute of limitations on correction of wage records

is made to harmonize with that of the statute on collection of con

tributions, and the reasons for 'whicha record may be corrected after

the running of the statute are strictly defined.


There are established two advisory committees; one appointed by the

Administrator to advise on policy and administrative matters, and the

other appointed by Congress to advise on legislation. These advisory

councils would have representatives of employers,, employees., and the

public and would be responsible for recommending to the Administrator

or Congress, as appropriate, solutions to administrative and policy

problems or necessary legislation to improve the act.
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Contributions


The term "tax," which is used in the present law, has been changed to 
"tcontribution, and all contributions collected would be paid directly

into the Trust Fund rather than being deposited in the general fund

and appropriated to the Trust Fund. The purpose of these changes in

terminology and procedure is to make it clear that the contributions

collected are intended to finance the Federal social insurance program.


The present contribution rate of 1 percent each on employer and em
ployee would be raised to l-ff percent each beginning July 1, 1949, and 
to 2 percent each beginning January 1, 1950. However, for certain of 
the newly-covered groups the general rate of 2 percent does not apply. 

The rate for the self-employed would be 2* percent, which is one and

one-half times the rate for those employees who, like the self-em

ployed, would not receive short term disability benefits. This com

promise between the single employee rate and a combined employer-em

ployee rate is based in part upon the fact that while employers are

permitted to deduct their share of contributions as an expense item

for income tax purposes, no part of the contribution paid by the

self-employed would be deductible.


Because Federal civilian employees would not be covered for temporary 
disability insurance, the contributions would be 11 percent each for 
employer and employee instead of 2 percent. Because of the restric
tion on payment of temporary disability benefits to persons in active 
service in the armed forces, the actual cost of the temporary disa
bility benefits attributable to wage credits for military service 
would be paid by special appropriation, and in addition the Federal 
Government would pay both the employee and employer contribution of 
14 percent each for military service. 

0. C. Pogge

Director
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Today the bill which we have long awaited was introduced in the House

of Representatives. The new bill is the result of lengthy public

hearings on H.R. 2893, which you will remember was introduced at the

request of President Truman in February, and of more than three months

of intensive deliberation by the Committee in executive session. The

bill includes amendments making comprehensive changes in old-age and

survivors insurance, in related provisions of the Internal Revenue

Code and in the public assistance provisions of the Social Security Act.


I think we can all share the results of these deliberations with a

feeling of pride and satisfaction. The provisions embodied in the bill

reflect the Committee's conclusions that the method of contributory

social insurance is sound and should be strengthened, and that the basic

structure of our program is firmly built and well administered. Some of

you may be disappointed that the bill reported out by the Committee does

not go as far in some respects as we had hoped. You may also be puzzled

when you find from detailed analysis and study of the bill that some of

its provisions do not seem wholly satisfactory either from a program or

administrative standpoint. I think it well for all of us to remember,

however, that the legislative process is essentially one of bringing

together many different viewpoints and of seeking to find a meeting

ground, particularly on matters which may be controversial. The Bureau

and the Social Security Administration were consulted closely on most

aspects of the bill, and in many respects its provisions reflect our

recommendations. In some cases they do not. Further deliberations in

the Senate will., of course, give us an opportunity to present our views

on points we would like to have changed.


In general, the Committee bill would extend coverage to an estimated

11 million additional individuals including urban self-employed other

than persons in specified professions, regular domestic workers in

private homes off a farm, employees of nonprofit institutions, State

and local 	government employees under voluntary agreements, and certain
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Federal civilian employees. The requirements for fully-insured status

would be modified in ways which make it somewhat easier for newly

covered workers to become insured, and benefit amounts would be raised

substantially for those now on the rolls as well as for future benefi

ciaries. A new program of insurance against wage loss from permanent

and total disability would be established. The work-clause would be

liberalized to permit a larger amount of earnings without suspension

of benefits. Some changes are made in technical provisions dealing

with relationship and dependency which will result in greater security

for dependents and survivors. The rate of contributions would be

increased to 11~percent from employers and employees in 1950 and, by 
gradual steps, to a maximum of 3h percent in 1970. 

The program which would be established by this bill would furnish much

more nearly adequate and comprehensive protection than the present law

provides. It would raise the benefit amount for the average worker

regularly under the program in the years immediately aheaa to something

between $50 and $60. The inclusion of many additional occupations would

reduce the loss in benefits now resulting from shifts between covered

and noncovered employment and would permit benefits to be paid in cases

similar to those in which there is now no insured status. The payment

of disability benefits, as well as preservation of insured status for

old-age and survivors insurance through a period of disability, would

relieve many cases of a type which have appealed to all of us as

particularly grievous.


The following pages give a brief description of the major provisions,

with note of important differences from H.R. 2893. You will remember

that Director's Bulletin 161, of March 4, described the latter bill

in some detail. Reference to that bulletin may help you appraise the

new bill in relation to the Administration's recommendations.


Coverage Extension


Employees of Nonprofit Institutions. The bill would extend coverage

to 850,000 employees of certain nonprofit institutions engaged during

the course of a year in religious, charitable, or educational work

(except clergymen and members of religious orders), with a compul

sory contribution by the employees. The employer would be given an

exemption from the employer tax, but may file a waiver of his exemption

with the Conmmissioner of Internal Revenue. While a waiver was in effect,

the employees would receive full wage credits for purposes of eligibility

and benefit payments. Otherwise, they would receive credit for only half

of their wages. The employing organization could terminate the waiver

after it had been in effect for at least filYe years by giving two years'

advance notice. The Commissioner of Internal Revenue, with the approval

of the Commissioner for Social Security, could terminate the waiver in

the event of noncompliance with the taxing provisions.
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No service for organizations exempt from income tax under section 101

of the Internal Revenue Code is covered if the remuneration earned in

a calendar quarter was under $100.


State and Local Governmental Employees. As under H.R. 2893, State

and local employees would be covered through voluntary agreements

between the States and the Federal Government. The Federal Govern

ment would deal only with the States, but the agreements could

cover employees of a State's political subdivisions and instrumen

talities.


For purposes of determining coverage under an agreement, employees would

be divided into "coverage groups." In general, all employees of a

governmental unit would constitute a coverage group, but where a retire

ment system covered the employees of more than one governmental unit all

of the employees covered under the retirement system would constitute a

separate coverage group. All of the employees (with certain specified

exceptions) in a coverage group would have to be covered. Unlike the

provision of H.R. 2893, policemen and firemen would not be specifically

excluded. Members of retirement systems could be included only if two-

thirds of the individuals affected voted in favor of being included.


As under H.R. 2893, coverage under an agreement could be terminated by

the State after five years by giving two years' advance notice. Agree

ments could be terminated by the Federal Government in the event of non

compliance with any of the terms of the agreement. Delinquent contri

butions could'be collected through withholding an equal amount from

grants-in-aid provided for States under other provisions of the Social

Security Act.


Federal Civilian Employment. The bill would extend coverage in the

course of a year to 150,000 employees of the Federal Government and

its instrumentalities who are not covered by a Federally-established

retirement system and who are not in one of the specifically excluded

groups. (Most of these specified groups would have been covered under

H.R. 2893.) In general, these excluded groups are composed of persons

who are not regularly a part of the labor market, who are not normally 
dependent upon Federal employment for a livelihood, or -who may be 
covered under a retirement system.


In addition, the bill would exclude from coverage employees of Federal

irstrumentalities if the instrumentality is exempt from the tax imposed

by section 1410 of the Internal Revenue Code (the employer tax of the

program) by a provision of law which specifically refers to that section.

So far as we know, there are no such specific tax exemptions; this pro

vision would therefore extend coverage to instrumentalities such as

Production Credit Associations and National Farm Loan Associations.

These have general rather than specific tax exemptions.


Members of the Armed Forces. Members of the armed forces would not be

covered under the bill, although they would have been covered under

H.R. 2893
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World War II Military Service. The bill would give World War II

veterans wage credits of $16_0 per month for each month of military

service performed during the war period. The wage credits would

be given regardless of whether death occurred in service and whether

veterans' be-nefitsq wereY,, payableh. They wouild -hp t-.,qcn into an~nmnt. 
in computing any monthly benefits payable for any month after 1949

(including cases where death occurred prior to 1950) and in determin

ing lump-sum death payments when the veteran dies after 1949. The

cost of the additional benefits resulting from the wage credits would

be met by special appropriations to the Trust Fund.


The survivorship protection provided to veterans under the existing

law (section 210) for three years after their discharge from service

would be carried over into the amended law on the same basis as at

present. This protection would be allowed to expire, for each veteran,

at the end of his three-year period. Where this protection overlaps

with that provided by the military-service wage credits, the provision

resulting in the most favorable treatment for the case concerned would

be applied.


Employment Performed Outside the Continental United States. The

general geographical restriction of "employment" to services performed

within the continental United States (or on or in connection with an

American vessel) has been relaxed to include additional workers who

are a part of the American economy and with respect to whom it is

feasible to collect contributions. The new definition of "employ

ment" includes services performed outside the United States in the

course of a year by 175,000 citizens of this country working for an

American employer; it also includes certain services performed out

side the United States in connection with American aircraft. The

term "United States" has been redefined to include the Virgin Islands,

and also Puerto Rico if its legislature should adopt a concurrent

resolution expressing a desire for the extension to Puerto Rico of

the provisions of the Social Security Act. An extension of coverage

to the Virgin Islands and Puerto Rico would cover about 350,000

workers during the course of a year.


Agricultural Labor. The revised definition of agricultural labor

would extend coverage to about 300,000 workers during the course of

a year. The largest groups to whom coverage would be extended are

employees performing post-harvest services for farmers' cooperatives

in connection with any agricultural commodity and employees of

commercial handlers performing services incidental to the preparation

of fruits and vegetables for market. Comparatively small groups, also

covered, include employees who perform services off the farm in

connection with the production or harvesting of maple syrup or maple 
sugar, the raising or harvesting of mushrooms, the hatching of poultry,

and the operation or maintenance of irrigation ditches. All other

services now classified as "agricultural labor" would continue to be

excluded.
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Domestic Service. The bill would extend coverage to approximately 1.2

million o6f the estimated total of 3 million persons who work in

domestic service in the course of a year. Those covered would be

regularly employed workers who earn at least $25 in cash -wagesfrom

an employer in a calendar quarter for domestic service performed in

a private home, except a private home on a farm operated for profit;

and nonstudent domestic workers in local college clubs., fraternities,

and sororities whose remuneration is at least $100 in a calendar

quarter. Under H.R. 2893 all domestic workers earning, at least $25

in cash wages from an employer in a calendar quarter would have been

covered.


The bill defines a worker as "regularly employed" during a calendar

quarter if he performs services for the employer on some part of at

least 26 days during the quarter or if he performed sufficient services

to be "regularly employed" in the previous quarter. As a result of

this provision most domestics employed on a weekly or monthly basis

would be covered by the program; most day workers in domestic service

would not be covered.


To make it easier for housewives to determine the amount of contribu

tions they must pay, only the cash remuneration paid to workers in

domestic service in private homes would be taxable as wages. In the

case of covered domestic service in local college clubs, fraternities,

and sororities, both cash and noncash remuneration would be taxable as

wages.


Certain nonbusiness services other than domestic service in private

homes often are hard to distinguish from domestic service. To avoid

complex determinations in this area, the same coverage requirements

are applied to services not in the course of the employer's trade

or business and to domestic service in a private home. The law

would no longer refer to "casual labor not in the course of the

employer's trade or business."


Definition of Employee. By redefining the term "employee," the bill

extends coverage to between one-half and three-quarters of a million

workers. The new definition, which is effective with respect to

services performed after 1949, includes all who are employees under

the present definition; namely, officers of corporations and

individuals who are employees under the usual common-law rules.

However, in applying the test of the "usual coinmon-law rules," the

definition somewhat extends the area of coverage. It expressly

provides that full force and effect is to be given to a written

contract stating that the person for whom service is performed has

complete control over the performance of the service. Individuals

working under such contracts are to be considered employees of the

person named in the contract.
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The definition includes as employees persons in two additional

categories. The first of these is individuals who perform services

under prescribed circumstances in certain specified occupational

groups. These groups are, outside salesmen in manufacturing or

wholesale trade, full-time life insurance salesmen, driver-lessees

of taxicabs, homeworkers, contract loggers, mining lessees, and

house-to-house salesmen.


Finally, the term "employee"t includes those individuals whose status

as such is determined from the combined effect of seven enumerated

factors: (1) control over the individual; (2) permanency of the

relationship; (3)regularity and frequency of performance of the

service; (4) integration of the individual's work in the business

to which he renders service; (5)lack of skill required of the

individual; (6) lack of investment by the individual in facilities

for work; and (7)lack of opportunities of the individual for profit

or loss. These factors except for the third are substantially the

same as those stated by the United States Supreme Court in United

States v. Silk, and a number of other cases.


The new definition of an employee would apply only after 1949, where

as the provision in H.R. 2893 repealing the definition of an employee

would in addition, have had retroactive effect.


Self-Employed Persons. The bill would extend coverage to some 5.7

million self-employed persons in the course of a year. In general,

the persons covered are those who engage in nonfarm self-employment 
and whose net earnings from self-employment are at least $400 in a 
year. The principal groups excluded by the bill are operators of 
farms and other agricultural enterprises and the following specified

self-employed professional people: physicians, lawyers, dentists,

osteopaths, veterinarians,, chiropractors, optometrists, Christian

Science practitioners, editors, publishers, and aeronautical, chemi

cal, civil, electrical, mechanical, metallurgical and mining engineers.

The self-employed, in Puerto Rico and the Virgin Islands would be

covered to the same extent as those in the United States except that

in the case of Puerto Rico the coverage would be effective only after

the legislature of Puerto Rico resolves to have coverage extended to

the Island.


The main coverage differences, 'with respect to the self-employed,

between this bill and H.R. 2893 are that the latter included farmers

and all self-employed professional people, and had a different limita

tion with respect to the minimum amount of net earnings from self-

employment creditable for a year.
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Because the bill excludes from "employment," news vendors and certain

house-to-house salesmen whether they are "employees" or not, specific

provision has been made for including in the definition of net earn

ings from self-employment, the earnings of members of these groups, age

18 or over. Such a provision was unnecessary in H.R. 2893.


The Coumiittee bill, in conmmon with H.R. 2893, -wouldbase the coverage

of the self-employed on concepts used in determining the profit from a'

trade or business for income tax purposes. For social security pur

poses, a self-employed person would, transfer the pertinent information

from his income tax return to a report of self-employment income and

would file the latter as an attachment to his income tax return.


Whether a beneficiary would suffer a deduction from benefits as a result 
of engaging in self-employment would be determined, in part, on the basis 
of his net earnings from self-employment. He would be expected to report 
such earnings to the Bureau. The term "net earnings from self-employment" 
would mean, with certain exceptions, in individual's net profit from a 
trade or business carried on by him or by a partnership of which he is a 
member, as determined for income tax purposes. Among the exceptions are 
the following types of nonbusiness income: rentals from real estate, 
unless received by a real estate dealer in the course of his trade or 
business; dividends and interests on stocks and bonds, unless received by 
a securities dealer in the course of his trade or business; capital gains 
and losses; and income from an estate or trust derived by a beneficiary 
of the estate or trust. The term embraces all trade or business income

including rents such as those received by an operator of a hotel, room

ing house, tourist camp, or warehouse; business interest such as interest

on accounts receivable; and royalities derived in the conduct of a trade

or business. In the case of trade or business income to which community

property laws are applicable, the entire income of the trade or business

would be considered that of the husband unless the wife exercises sub

stantially all the management and control of the business in which case

it would be treated as that of the -wife.


Contributions, eligibility for benefits, and the amount of benefits of

an individual would be determined on the basis of his "self-employment

income." The term "self-employment income" would mean the same as the

term "net earnings from self-employment" except that the former would

not include an individual's net earnings from self-employment in excess

of $3,600 in a taxable year; or when the individual has received wages,

it would not include the net earnings from self-employment in excess of

the difference between $3,600 and the wages. It would exclude also net

earnings from self-employment which are less than $400 in a taxable year

and the net earnings from self-employment of a ronresident alien

individual.
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Because self-employment income would be reported annually rather than

quarterly, the bill provides a method for crediting an individual with

quarters of coverage on the basis of annual amounts of self-employment

income. One quarter of coverage would be credited for each $200 of

self.employment income; and such quarters of coverage would be assigned

to those quarters of the calendar year which are not quarters of

coverage by reason of wages.


Just as beneficiaries who work for wages would be subject to deductions

from benefits for any month in which they earn more than $50 in wages,

beneficiaries having net earnings from self-employment would be subject

to deductions if their net earnings from self-employment for the taxable

year exceed $50 times the number of months in the taxable year. If an

individual's net earnings from self-employment exceed this "exempt

amount," he would suffer no more than one benefit deduction for every

$50 or part of $50 in excess of the exempt amount. In such cases, the

individual would be given an opportunity to show that he did not render

substantial services in self-employment in particular months and would

thus be able to reduce or completely eliminate the potential deductions.


Insured Status


The Committee bill does less than the Social Security Administration

recommended toward making it easier for newly-covered persons and some

older workers whose only covered employment was during the war years to

become fully insured. The Committee bill leaves the present provisions,

and to them it adds a third alternative, that an individual will be

fully insured if he had at least 20 quarters of coverage out of the

40-quarter period ending with the quarter in which he attains age 65 or

any quarter thereafter, or with the quarter in which he died. Under this

provision, a person who reaches age 65 in 1950 would need at least 20

quarters of coverage within the last 10 years, as compared with 13

quarters under the Administration proposal. The Committee did not wish

to make benefits available to so many persons with relatively little

covered employment, and it saw an advantage in establishing a provision

which would not need to be changed in the event of future extensions of

coverage.


No change is made in the number of quarters of coverage required for

currently insured status. Both fully and currently insured status are

protected during a period of extended disability by the provision that

quarters during which the individual wans disabled shall be excluded from

the elapsed period and from the 40-quarter qualifying period for fully

insured status or the 13-quarter period for currently insured status.


Because the increase in wage rates has reduced~the significance of wages

of $50 in a quarter as evidence of real attachment to covered employment,
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and because the larger benefit amounts provided in the bill should not

be paid to persons only casually in such employment, the Committee

voted to raise the earnings requirements for a quarter of coverage

after 1949 to 4100 of wages or $200 of self-employed income.


Benefit Amounts


The bill provides substantial increases in benefit amounts,. though not

as large as would have resulted from H.R. 2893. As in H.R. 2893, there

is provided in the bill a table (see below) which will be used to

determine the amount of increase for persons whose benefits have been

calculated under the present formula. The table shows for each present

amount the new primary insurance amount and a presumed average monthly 
wage which will be used in calculating the maximum family benefits. 
The amount of increase is less than that recommended by the Social 
Security Administration and less than is expected to result in the near

future from the use of the new formula. However, the minimum benefit

for those on the rolls, as well as future beneficiaries, is $25 and the

average benefit of between $25 and $26 would be raised to about $45.

The maximum family benefit under both the table and the new formula is

$150, or 80 percent of the average monthly wage if that is less.


Assumed average

Primary insur- monthly wage for


Primary insurance benefit ance amount after purpose of comput

before 1950 


$10-----------------------------

$11-----------------------------

$12-----------------------------

$13-----------------------------

$14-----------------------------

$15-----------------------------

$16-----------------------------

$17- ---------------------------

$18-----------------------------

$19-----------------------------

$20-----------------------------

$21-----------------------------

$22-----------------------------

$23-----------------------------

$24-----------------------------

$25-----------------------------

$26-----------------------------

$27-----------------------------


1949 ing maximum benefits 

$25.00 $50.00 
26.30 52.00 
27.50 54.50 
28.70 57.00 
29.80 59.50 
30.90 62.00 
32.00 64.50 
33.10 66.50 
34.20 68.50 
35.20 70.50 
36.30 72.50 
37.40 74.50 
38.70 77.50 
40.30 82.50 
42.40 88.so 
44.50 97.00 
46.30 106.00 
47.80 116.00 
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$28------------------------------ 49.00 125.00

$29------------------------------ 50.00 133.00

$30------------------------------ 50.90 141.00


$3----------------------------.80 149).00

$32-----------------------------

$33----------------------------
$34---------------------------
$35-----------------------------

$36-----------------------------


$3- --- --- --- -- - -- -57.20 
$38-----------------------------

$3- --- --- --- -- - -- -59.00 
$40-----------------------------
$41-----------------------------
$42-----------------------------
$43----------------------------
$44---------------------------
$45----------------------------
$46---------------------------

52.70 157.00

53.60 165.00

54.50 173.00

55.40 181.00

56.30 189.00


196.00

58.10 203.00


210.00

59.90 217.00

60.80 224.00

61.70 231.00

62.60 238.00

63.50 244.00

64.40 250.00

64.40 250.00


In order to achieve a smooth transition from the old to the new provi

sions for benefit amounts and to avoid unnecessary individual recalcu

lations, it is provided that the table increases shall apply to future

benefits paid to or on account of any person who received a primary

benefit for a month before 1950. The table will also be used in the

case of an individual who died before 1950 and on the basis of whose

wages a monthly benefit was paid for any month before 1952, or a lump-

sum death payment was made. For individuals who did not receive primary

benefits for any month before 1950 and who did not die before that year, 
benefit amounts would be calculated under the new formula. 

The new provisions produce a higher benefit level by a combination of a 
number of changes. One of these is an increase in the benefit formula 
to 50 percent of the first $100 of average monthly wage and 10 percent 
of the next $200. The maximum taxable wage credited for benefit pur
poses for any year after 1949 is increased to $3,600. This is a more 
generous basic formula than the one in H.R. 2893, but provides less 
spread in benefit amounts as between low-wage and high-wage workers. 
On the other hand, the increment is reduced from one percent for each 
year after 1936 in which an individual's wages are $200 to one-half of 
one percent for each year in which his wages or credited self-employ
ment income are at least $400. The change from $200 to $400 in the 
definition of an increment year is effective for 1950 and subsequent 
years. The reduction of the amount of the increment is intended to keep 
future costs from rising as much as they would with the one percent 
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increment. This saving permitted a larger increase in benefit amounts

in the near future than the Committee felt would be wise if the one

percent increment were retained.


The increases in the maximum wages taxable and in the amount required 
to constitute an increment year are made in recognition of the increased 
wage level since 1939. At present wage rates, fewer workers receive 
protection on the basis of their total earnings in a year than was the 
case in 1939 when the $3,000 limit was enacted. H.R. 2893 proposed a 
limit of $4.,800. Also $200 now is too small to represent substantial 
employment in a year, and few workers who are dependent for their 
living on covered employment will fail to earn $400. Those who will be 
excluded by this provision will be chiefly casual workers and those 
who usually work in non-covered occupations. 

The method of computing the average monthly wage has also been changed, 
but not to include only the best 5 years, as proposed in H.R. 2893. 
The bill provides that the average shall be derived by dividing total 
wages in years of coverage ($400) by the number of months in such years. 
The calculation may be made from 1937 or 1950 or age 21, whichever 
yields the higher average monthly wage. Thus a person who was receiving

higher wages after 1950 than in the earlier period can have his average

monthly wage based wholly on the more recent period. In this respect

his computation will be comparable to that for a worker who had no

covered employment before 1950. The average is computed over all years

of coverage., including the part year in which death or entitlement

occurs and including years during a period of disability and years after

age 65. To cut down benefits for persons who become insured with less

than 5 years of covered employment, the bill provides that the divisor

for the average monthly wage shall never be less than 60. However, the

minimum average monthly wage is set at $50 if the computation results in

a smaller figure. 

Although the new average monthly wage will be higher than the present 
average for anyone who had any years in which his wages were less than 
$400, his benefits will not be correspondingly higher. The bill, like 
H.R. 2893, provides a continuation factor which will result in benefits 
proportionately smaller than the full amount for a person who did not 
have covered employment in each of his elapsed years. Since the continua
tion factor reduces benefits for any worker in proportion to the ratio of 
his years of coverage to the years when, according to his age, he might 
have been in covered employment, the new average monthly wage and 
continuation factor will., in the long run, produce somewhat lower benefits 
for irregularly employed individuals than they would have received if the 
new benefit formula had been used with the present average wage computa
tion and 1950 new start. However, the new benefit formula will result in 
higher benefits for even irregularly employed workers than they would 
receive under the present act. 
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The continuation factor will not be less than one for any individual 
who dies or attains age 65 within the first 5 years after the program 
is amended, or who dies before age 27. This will prevent a further 
reduction in tlobnft-amount. for persons whose average monthly 
wage was reduced by using a divisor of 60 when they had wages in 
fewer than 5 years. 

As in H.R. 2893, benef it amounts which are not a multiple of 10 cents 
are rounded to the next higher multiple of 10 cents. The total of an 
individual'Is wages and self-employment income f or a year, and the 
average monthly wage when computed, are rounded to the next lower 
multiple of $1.00. These provisions for rounding will simplify the 
administration and have a negligible effect on the size of the benefits. 

Provisions under which benefits may be recomputed are designed to

decrease the number of recomputations. Except for special provisions

relating to self-employment income received in the year in which applica

tion is filed and to compensation earned in railroad employment, recompu

tation may be made only when the primary insurance beneficiary has had

deductions from benefits for 12 months within a period of 36 months

following his last computation.


Old-Age, Dependents', and Survivors' Insurance Benefits


In general, the changes which the bill makes in the entitlement provisions 
of present law are similar to those in H.R. 2893. The name "old-age 
insurance benefit" replaces the present "primary insurance benefit." The 
reduction in the eligibility age for women to 60, contained in H.R. 2893, 
is not included in this bill. The Committee was impressed with the 
considerable increase in cost which such a change would involve. 

Under the bill,, as under H.R. 2893, the wife of a retired beneficiary

may receive benefits even though she is under age 65 if she has an

entitled child in her care. As at present, to be a "wife," a woman must

be able to inherit her husband's intestate personal property under the

law of the State in which he is domiciled. This differs from the

proposal in H.Ri. 2893 to permit payment to certain wives and widows

though their marriage was legally defective. The time limitation on the

marriage when the couple have had no children is written in terms of

three years rather than 36 months.


For child's benefits, the bill liberalizes the provisions relating to

dependency, the benefit amount, and the definition of "child." The

child must still be able to inherit intestate personal property under

the law of the State of the wage earner's domicile. The adopted child

of a deceased individual need not meet any time limitation. In life

cases, a stepchild who is later adopted by his stepparent may count
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time spent in both relationships toward the required three years. In

H.E. 2893, no time limitation was imposed on adopted children in either

life or death cases.


The provisions for determining a child's dependency in the bill are

similar to those in H.R. 2893. In both bills, a child would be deemed

dependent on his mother even though living with or partially supported

by his father,, if she had furnished at least half the child's support,

or if she was both fully and currently insured when she died. Either

"living with" or furnishing some support would also permit a finding

of dependency on a mother if the child's father was not living with

the child or contributing to his support. Dependency on a stepfather

would be found when he was either living with the child or furnishing 
at least half of the child's support. 

This bill as well as H.R. 2893 increases the benefit amounts for chil

dren by one-fourth of the old-age insurance benefit amount for one or

more surviving children entitled on the same wage record.


The changes in "widow's current insurance benefits," which are renamed

in the bill "mother's insurance benefits," are the same as those in

H.R. 2893. The benefits would be payable to the divorced wife of a

deceased worker under nearly the same conditions that they are now

payable to the worker's widow. However,' in place of the requirement

of "living with" at the time of his death, the bill requires that the

divorced wife have been receiving at least half her support from the

wage earner at that time. In addition, she must be the mother of his

entitled child.


Changes made by the bill in the provision regarding parent's benefits

are like those in H.R. 2893. Under the wording of the bill, it will not

be necessary to determine the value of non-income-producing property

owned by a parent to make a finding of dependency. A parent is considered

dependent upon an individual who was furnishing at least half the 
parent's support, rather than more than half, as at present. The amount 
of a parent's benefit would be three-fourths rather than the present 
one-half of the old-age insurance benefit on which it is based. The time 
for filing proof of dependency for parents of workers who were uninsured 
at death under the present provision of the law, but who become insured 
under the provisions of the bill is extended through 1951.


The lump-sum death payment would,, under the bill as under H.R. 2893,

be payable on the death of an insured worker whether or not monthly 
benefits were also payable in the month of the worker's death. The 
amount of the lump sum under the bill would be three times the amount of 
the old-age benefit, rather than six as at present. The lump sum payable 
on the records of those who died before 1950 would be computed and paid 
under the provisions of the present law. 
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Miscellaneous Provisions


A number of' changes would be made in other provisions of' the act which

wol eihe inc-rFase protection in some areas or simplif'y administra
tion. Only a f'ew of' these are mentioned here.


The amount of' wages which a beneficiary may earn without loss of'

benef'its is increased to $50 a month f'or benef'iciaries under age 75. 
Benef'iciaries age 75 and over would draw their benef'its regardless of' 
the amount of' their earnings.


The bill specif'ically includesY as wages, tips and other cash remunera

tion customarily received by an employee f'rom the customers of' his

employer. In the case of' tips, this remuneration is wages only to the

extent that the employee reports their amount in writing to his em

ployer. Dismissal wages are included in wages regardless of' whether

the employer is legally required to make them. Retirement pay is

specif'ically excluded f'rom wages. These changes are substantially

like those in H.R. 2893.


Changes are made in the statute of' limitations so that, f'or both wage

earners and self-employed persons, the statute would run concurrently

with that relating to the payment of' their taxes. The conditions

under which a record may be corrected af'ter the running of' the statute

are more strictly defined than in the present law, and are similar to

those stated in H.R. 2893. It is provided that, in the absence of' any

record of' wages or self'-employment income f'or a given period, a correc

tion may be made at any time af'ter the running of' the statute upon proof'

that taxable wages were actually paid or that a tax return had been made 
of' self'-employment income within the statutory period. 

The number of' months f'or which retroactive benef'its (other than f'or

disability) may be paid to a person otherwise eligible, but who has not

filed a timely claim, is increased from three to six months.


The provision f'or reducing individual benef'its, when necessary to stay

within the maximum limits, is changed to provide f'or such reduction

af'ter any deduction necessitated for employment or other reason, rather

than bef'ore such deductions. This will add to the work of' making

deductions but will help large survivor f'amilies by permitting larger

payments than they would otherwise receive. The provision removes any

necessity f'or deciding which members of' a large family should file

claims for benef'its. 
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Contributions


The tax rate on employers and employees is fixed at if' percent for 
the calendar year 1950; 2 percent from 1951 through 1959; 2~-fpercent

from 1960 through 1964; 3 percent from 1965 through 1969; and 3-jh

during 1970 and thereafter. The tax rate on the self-employed is

one and 'one-half times the employee rate.


Permanent and Total Disability Insurance Benefits


In the Committee bill, provisions for long-term disability are more 
restrictive in scope than those of H.R. 2893. The definition of 
disability for monthly benefits req~uires that an insured worker be 
permanently and totally disabled; there was no requirement of 
permanence in H.R. 2893. Provisions for dependents' benefits and 
for payments to disabled dependents of insured persons are not included 
in the Committee bill. No weekly benefits for temporary disability 
or for maternity are provided. 

Disability benefits, at the same rate as old-age benefits, will be 
payable beginning January 1951. Payments will be made only to dis
abled individuals who are under 65 years of age, have acquired insured 
status, and are unable to engage in any substantially gainful work. 
Benefits will be payable after a waiting period of six months through
out which the individual must be totally disabled.. The bill provides 
that benefits will be terminated whenever a beneficiary causes to be 
totally disabled, attains retirement age, or dies. 

Definition of Disability. To qualify for permanent and total disability

benefits an insured person must either be unable to engage in any

substantially gainful activity by reason of any medically demon

strable physical or mental impairment which is permanent, or be blind.

Blindness is defined as central visual acuity of 5/200 or less, or an

equivalent defect in the field of vision. The concepts of "sub

stantially gainful work"1 and "impairment which is permanent" will have

to be worked out through administrative regulations. The stricter

definition of disability in the Committee bill will result in a lower

number of awarded claims than under H.R. 2893; some persons suffering

from prolonged disability will not qualify because they are expected

to recover.


Insured Status. The insured status provisions are similar in the two

bills. To be eligible for benefits an applicant must have acquired

insured status on the basis of both substantial and recent attachment

to the labor force. To meet the first requirement an applicant must

have at least 20 quarters of coverage out of the 40-quarter period
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ending with the quarter in which the onset of disability is deemed

to have occurred (disability determination date). In addition, he

must have 6 quarters of coverage within the 13-quarter period ending

wit'h the quartr i-n which the onset of disability is deemed to have

occurred. Insured status requirements may be met as early as June 30,

1950. This means that there will be a backlog of claims; persons who

were steadily employed in covered jobs and were disabled as early as

the third quarter of 19418 may become eligible for benefits. In order 
to protect the insured status of persons who, because of ignorance of 
the law,, file a delayed application for benefits, a grace period (also 
found in H.R. 2893) is provided during which the normal rules govern
ing the timely filing of applications do not apply. For claimants 
who file for benefits before 1953, the onset of disability will be 
deemed to have occurred on whichever of the following days is the

latest: the day the disability actually began; June 30, 1950; or the

first day of the first quarter in which the claimant had insured

status for disability benefits. Retroactive benefits will not be paid

in cases of delayed filing in the grace period, however, except for the

normal 3-month period applicable to all disability claims.


After 1952 the normal rule for determining the deemed date of onset

(disability determination date) will be whichever of the following

days is the latest: the day the disability actually began; the first

day of the 10th month prior to the month of filing (thus allowing for

the expiration of the waiting period and giving the claimant the

advantage of the usual 3-month retroactive benefit period); or the

first day of the first quarter in which the claimant had insured

status for disability benefits. After the expiration of the grace

period in 1952, an undue delay in filing an application may result in

the expiration of insured status. A limitation on stale claims is

necessary since it may be medically and administratively difficult to

ascertain accurately at what time in the past a condition became

totally disabling.


Numerous safeguards have been set up prescribing reductions and

suspensions of benefits, and penalties to protect the new program. For

the most part these provisions are similar to those in H.R. 2893.


Reduction of Benefits. Disability insurance benefits will be subject

to a reduction for any month a claimant receives or is to receive a


woke's compensation benefit for the same disability. This reduction 
will equal one-half of whichever of the two cash benefits is the smaller. 
Where workmen's compensation is payable as a lump sum, the required 
reduction is to be carried out in as equitable and practicable a manner 
as possible. 
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Deductions from Disability Benefits. Deductions in the amount of

the disability insurance benefit will be. made for months in which

the beneficiary (1) rendered services for wages of more than $50 in

any type of employment, whether or not included as covered employ

ment under the bill; or (2) is charged with net earnings of more

than $50 from any type of self-employment, whether or not included

as self-employment under the bill; or (3)fails to submit himself for

examination in accordance with regulations; or (4)refuses without

good cause to accept rehabilitation services after being directed to

do so (rehabilitation services might be provided by a State rehabilita

tion agency or other source); or (5)is outside the United States and

no adequate arrangements have been made for the determination or

redetermination, of his disability and for his rehabilitation. If in

the judgment of the Administrator it will aid in the process of

rehabilitation, he may for a period of 12. months suspend or modify the

wage and self-employment work clause for any individual who is

following an approved plan of rehabilitation. These deduction

provisions., for the most part, parallel those in H.R. 2893. Penalty

provisions similar to those in the present law are applicable for

failure to report events causing deductions.


The bill also gives the Administrator the authority to terminate the

entitlement of any individual who refuses to submit himself for

examination or reexamination,- or who refiises without good cause to

accept rehabilitation services. 

I think it only fair to caution you that some of the amendments

proposed in the Committee bill are considered quite controversial

by some members of Congress, and it is not a foregone conclusion

that there will be early action or that the bill will be accepted

without changes in the House or in the Senate.


Although, as it stands, the proposed bill falls short of the

goals recommended by the President and the Social Security Adminis

tration, it is one whose enactment we would welcome and which would

give us great satisfaction to administer.


0. 	C. Pogge 
Director 
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Office Memorandum -UNITED STATES GOVERNMENT


TO : 	 All Bureau Employees DATE: July 27, 1950 

FROM 	 0. 0. Pogge, Director 
Bureau of Old-Age and. Survivors Insurance 

SUBJECT: 	 Director's Bulletin No. 169 
Conferees' Decisions on Social Security Act Amiendmnents of 1950 (H.R. 6000) 

The last of the Conference Corimnittee decisions on H.R. 6000 are now public

knowledge and the Committee staff is engaged. in drafting the final version

of the bill. Thus more than 18 months of intensive congressional action

on improvements in the Social Security Act now approach their culmination.

I am sure that you have followed. with deep interest (and., at times, anxiety)

the events beginning with the introduction of H.R. 2893 on February 21, 1949,

through the long months of hearings which resulted. in the passage of H.R.

6000 by 	the Hou-se last October and by the Senate a few weeks ago. The en

actment 	of H.R. 6000 will be a tremendous advance in the long journey toward

a universal, sound, and. adeqjuate means of providing security for all Americans

through 	a method. consistent with our system of individual incentives and. free

enterprise. This legislation does not bring that journey to its end, but the

goal is much nearer than at any time in the past.


In some 	instances, the new legislation does not go as far as we think it should.,

or in the direction we think it should take, but this is inevitable in any

subject in which so many different interests are involved. In other instances,

the provisions provide greater security than would have resulted had H.R. 6000

been enacted last fall and not revised this year.


Disability insurance, probably the most controversial issue in the bill, was

defeated only after prolonged Committee consideration which revealed a good.

deal of strength in its favor. The decision of the conferees to drop efforts

to find 	an acceptable compromise on permanent total disability insurance and

to restore disability assistance was adopted. to prevent a delay which might

have held up- the entire bill.


The conferees have not yet released their report or given final approval to

draft language, so that there is a possibility of last minute changes. Of

course, 	both the House and the Senate must accept the report of the conferees

before it becomes a law. For purposes of our immediate planning I believe we 
may assume that both Houses will do so, and. that the bill will be before the

President for his signature within a few weeks. The major changes in the

program 	provided in the amendments are described. briefly in the following pages.


The act when finally approved, with its increased. areas of coverage, increased.

benefit amounts and new types of benefits, will present us with both a challenge

and. an opportunity. Our record in the past has been an enviable one. We will 
take on the greater tasks with confidence in the future. 

Director 



I. Coverage_


The amendments will extend coverage on a compulsory basis to about

7.7 million persons and on a voluntary basis to about 2 million. 
(This total and other figures used in the discussion of coverage 
groups refer to employment in an average week.) About 415 million 
workers will be covered by the expanded OASI program. Another 7.5 
million are under other public retirement systems such as civil serv
ice, railroad retirement, the systems of the armed forces and State 
and local retirement programs. 

The major groups who will still not have systematic retirement pro

tection under a public program even after the amendments,, are self-

employed farmers and self-employed professional persons and those

agricultural and domestic workers who are not "regularly" employed.

These groups represent only about 10 percent of the Nation's 60

million paid workers.


Employees of Nonprofit I~nstitutions. The amendments afford opportuni

ty for coverage--subject to c'ertain conditions--to 600,000 employees

of nonprofit institutions. The conditions for coverage are: (1) At

least 2/3 of the employees of a nonprofit organization must favor

coverage. If less than 2/3 want to be covered, none of the employees

will be covered. (2) If 2/3 or more of the employees desire coverage,

those of the employees who desire coverage, plus any new employees,

will be covered provided that the employing organization agrees to

waive its exemption from payment of the employer tax.- If the organi

zation does not agree to waive its exemption from the employer tax,

none of the employees can be covered. The employing organization may

terminate its waiver of exemption by giving two years notice after the

waiver has been in effect for eight years (thus a waiver must be in

effect for at least 10 years).


Clergymen and members of religious orders are mandatorily excluded from

coverage. The amendments continue the exclusion of certain services

performed by students, student nurses, and internes. The existing ex

clusion of services performed in the employ of certain income-tax

exempt organizations is modified to exclude such services if the remunera

tion is less than $50 a quarter.


These compromise provisions for covering employees of nonprofit insti

tutions leave much to be desired from an administrative and program

viewpoint. The compromise appears to be based mainly on three princi

ples strongly espoused by some nonprofit groups: (1) that coverage

should be entirely voluntary for institutions connected with religious

denominations, (2) that religious and other nonprofit institutions

should be treated uniformly, and (3) that compulsory coverage of the 
employees would, in effect, result in "compulsion" on the institution.


Employees of State and Local Governments. The legislation makes cover

age available to 1.4 million employees of States and their political




subdivisions and instrumentalities by means of voluntary agreements

to be negotiated between the States and the Federal Security Adminis

trator. Excluded from coverage are about 2.4] million employees of

State and local governments in positions covered by retirement sys

tems. The provisions deviate in two instances from the general

pattern of coverage through voluntary agreements and the mandatory

exclusion of persons covered by a retirement system. One exception

provides for automatic coverane of certain employees of transit sys

tems; another permits coverage of a limited number of retirement

system members under a Federal-State agreement.


This sole exception to exclusion from coverage under a voluntary agree

ment of members of a public retirement system provides that such mem

bers may be covered if the State or political subdivision-by which the

retirement system was established had in effect on January 1, 1950, a

statute, ordinance, or other legislative act which provided for making

such retirement system supplementary to old-age and survivors insur

ance. It appears that the only employees who will be afforded cover

age through this provision are some 30,000 members of the Wisconsin

Municipal Retirement Fund. The otherwise complete exclusion of retire

ment system members is a disappointing result, but one which is under

standable in view of the pressure exerted on Congress by public school

teachers, policemen, and firemen who objected to the mere possibility

of coverage under old-age and survivors insurance.


Federal Employment. The great majority of Federal employees are

covered under the civil service retirement system, the armed forces

retirement systems, or under some other system established by a law of

the United States. Under the amendments these Federal employees (in

cluding all members of the armed forces) are excluded, but coverage

would be extended to a substantial proportion of all other Federal em

ployees. Some 150,000 to 200,000 Federal employees would be covered.


Employees in any of 13 specifically excluded groups are also excluded. 
One of these specific exclusions applies to individuals who are not 
covered under the civil service retirement system because they are 
covered under another retirement system. In general, the other 12 ex
cluded groups are composed of persons who are not regularly a part of 
the labor market, or who are not normally dependent upon Federal em
ployment for a livelihood. In addition, the bill would exclude from 
coverage employees of a Federal instrumentality if the instrumentality 
is exempt from the tax imposed by Section 1410 of the Internal Revenue 
'Code (the employer tax of the program) by a provision of law which spe
cifically refers to that section.- So far as we know, there are no such 
specific tax exemptions at present. 

It is difficult to describe the groups of Federal employees to whom

coverage is extended, as most of the coverage provisions are written in

terms of exclusions, which may apply either to all employees in various

governmental agencies or instrumentalities or to all employment of

certain types regardless of the agency or instrumentality for which it

is performed. However, most of the Federal employees covered are in
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one of the following groups:


(1) Short duration employees of the United States, other than

field service employees of the Post Office Department and temporary

employees in or under the Bureau of the Census employed for the tak

ing of any census;


(2) Employees excluded from coverage under the civil service

system pending permanent or indefinite appointment (including such

employees in the field service of the Post Office Department);


(3) Employees of National farm loan associations (other than

directors);


(4) Employees of Army and Air Force Exchange Service, Army and

Air Force Motion Picture Service, Navy Exchanges, Marine Corps Ex

changes, and similar organizations;


(5) Employees of the Tennessee Valley Authority other than

those covered by the Tennessee Valley Authority retirement system;


(6) Employees of Federal credit unions;


(7) Employees of county and community committees under the Pro

duction and Marketing Administration (but not the committees them

selves);


(8) Employees of production credit associations partly owned by

the United States (those associations from which Federal funds have

been retired are already covered).


The amendments provide that the Federal Security Administration shall

not make determinations as to employment or wages with respect to serv

ice in the employ of the United States, or its wholly owned inst~ru

mentalities, but shall accept the determinations of the head of the

appropriate Federal Agency or instrumentality. This provision repre

sents an extension of present provisions of Title II of the Social

Security Act applicable to services for the Maritime Commission and

the Bonneville Power Administration.


Self-Employed Persons. The amendments will extend coverage to some

4.6 million self-employed persons. In general, those covered are per

sons other than farm operators and certain specified professional

people, whose net earnings from self-employment are at least $4oo in

a year. The excluded professional groups are: lawyers, physicians,

dentists, osteopaths, chiropractors, naturopaths, Christian Science

practitioners, optometrists, veterinarians, professional engineers,

architects, funeral directors, and certified, registered, licensed, or

full-time practicing public accountants.


The covered group included proprietors (sole owners and partners) Of

retail stores, service establishments, wholesale and jobbing businesses,

manufacturing plants, and transportation, communication, insurance, real
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estate, publishing, and financial enterprises. In addition, it in

cludes about 225,000 borderline workers, such as part-time life insur

ance salesmen, house-to-house salesmen, operators of leased taxicabs,

and "newboys" over 18, who are excepted from coverage as employees

but will be treated as self-employed persons.


The amendments base the coverage of the self-employed on concepts used

in determining net profit from a trade or business for income tax

purposes. For social security purposes a self-employed person will copy

the amount of his net earnings from self-employment, as determined on

the trade or business schedule of his income tax return, on a social

security schedule which will be part of the same return.


The term "net earnings from self-employment" will mean, with certain ex

ceptions, an individual's net profit from a trade or business carried on

by him or by a partnership of which he is a member, as determined for in

come tax purposes. Among the exceptions are-earnings from farming, the

specified professions, the ministry and the holding of public office.

In addition, the following types of nonbusiness income are excluded:

rentals from real estate, unless received by a real estate dealer in the

course of his trade or business; dividends and interest on stocks and

bonds,, unless received by a securities dealer in the course of his trade

or business capital gains and losses; and income from an estate or trust

derived by a beneficiary of the estate or trust. The term embraces such

trade or business income as room rent, rentals received by an 'operator

of a hotel, rooming house, tourist camp, or warehouse; interest on ac

counts receivable, and royalties derived in the conduct of a trade or

business. In the case of trade or business income to which community

property laws are applicable, the entire income of the trade or business

will be regarded as the income of the husband unless the wife exercises

substantially all the management and control of the business, in which

case the entire income will be regarded as hers. If a husband and wife

are legal partners, each one will be credited with his or her distribu

tive share of the partnership income.


Determinations with respect to contributions, eligibility for benefits

and amount of benefits will be based on an individual's "self-employ

ment income." The term "self-employment income" will mean the same as

"tnet earnings from self-employment," except that it will not include an

individual's net earnings in excess of $3,600 in a taxable year. When

the individual has received wages, his self-employment income will not

include the net earnings in excess of the difference between $3,600

and the wages. Self-employment income will also exclude net earnings

from self-employment of less than $400 in a taxable year and the net

earnings from self-employment of a nonresident alien.


Because self-employment income would be reported annually rather than

quarterly, the amendments provide a method for crediting an individual

with quarters of coverage on the basis of annual amounts of self-

employment income. Self-employment income reported for a calendar year

will be credited in equal amounts to each quarter of the year, while

self-employment income reported for a fiscal year or a taxable year of
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less than 12 months will be credited equally to the calendar quarter

in which the year ends and to each of the three or fewer preceding

quarters which fall wholly or partly within the year. Each quarter

,to which self-employment income of $100 or more is credited will be


a quarter of coverage. However, since an individual will be covered

under the program and will be credited with self-employment income

for any year only if he has net earnings from self-employment of $4oo0

or more, the effect of these provisions is to give four quarters of

coverage for every full calendar or fiscal year for which self-employ

ment income is reported.


Just as beneficiaries who work for wages will be subject to deductions

from benefits for any month in which they earn wages of more than $50,

beneficiaries having net earnings from self-employment will be sub

ject to deductions if their net earnings for' a taxable year exceed

$50 times the number of months in that year. If an individual's net

earnings from self-employment exceed this "exempt amount," he will

suffer no more than one benefit deduction for every $50 or part of

$50 of the excess. In such cases the individual will be given an

opportunity to show that he did not render substantial services in

self-employment fin particular months, and will thus suffer deductions

only for the months in which he rendered substantial services. Thus

if he hires a manager or turns over active operation to a member of

his family, he can retain ownership and participate to a limited de

gree in the business and still draw benefits. To facilitate the ad

ministration of this retirement test for the self-employed, bene

ficiaries will be expected to report their net earnings from self-

employment to the Bureau.


Although this extension of coverage is an extremely important one,

there are still significant groups of the self-employed for whom

coverage has not been provided. There are, in an average week,, some

2,800,000 farm operators and about 4~80,000 persons in the named pro

fessional group's with $4i00 or more of annual net earnings from self-

employment. The farm operators were excluded principally because

Congress has insufficient evidence that farmers desired coverage.

The National Grange and the Farmers' Union favored immediate coverage

but the American Farm Bureau Federation counseled delay. With respect

to the professional groups, Congress felt that a large proportion of

members of the groups did not wish to come under the program. As a

result the House Comimittee first excluded such major groups as doctors,

lawyers, and dentists. As the bill proceeded through the legislative

process, the exclusion of some other groups was requested by various

professional associations which feared that coverage under the program

would cast doubt on their members' professional standing.


Domestic Service. Approximately 1 million of the estimated 1.8 million

persons who work in domestic service will be covered under the amendments.

The newly covered domestic workers are those who are regularly employed

in nonfarm private homes, and nonstudents working in college clubs and

local chapters of fraternities and sororities. Domestic workers in private

homes on farms operated for profit constitute a special category and are

covered on the same basis as agricultural labor. Students working in

college clubs are excluded.
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A domestic worker in a nonfarm private home is regularly employed by

her employer in a calendar quarter, if she works for the employer on

some part of at least 2)4 days in that or the preceding quarter. To

be covered in a quarter, the regularly employed worker must also be

paid at least $5O in cash wages. These two tests apply to work per

formed for each employer independent of any domestic service that may

be performed for another employer. Thus, a domestic worker employed

in more than one household might be covered for some of her jobs and

not- fnrrrrt} To ma~ke it pasier f r h fn d~p+rminp +-.Tip _ _ 

quired contributions, only cash remuneration is to be considered. In

addition, the Comimissioner of Internal Revenue is authorized to issue

regulations providing for rounding the cash wages to the nearest dollar.


Nonbusiness services performed by such persons as private secretaries,

carpenters, plumbers and other specialized personnel, often are hard

to distinguish from domestic service. To avoid the need for such dis

tinctions, the same coverage and reporting requirements apply to serv

ice not in the course of the employer's trade or business and to

domestic service in a private home. To be covered, an individual per

forming nonbusiness services must meet both the 24-idays worked and the

$50 cash-wage tests. Noncash remuneration in such cases will no

longer be covered. The present exclusion of "casual labor not in the

course of the employer's trade or business'' will no longer apply.

When an individual performs both domestic and nonbusiness services,

the two will be considered together in determining whether the coverage

requirements are met and the remuneration is to be reported.


Nonstudents performing domestic or other services in college clubs,

fraternities and sororities are covered in any calendar quarter for

which their remuneration (both cash and noncash) is $50 or more.

"Wages" for such workers will include all their remuneration whether

paid in cash or in kind.


Under the amendments, domestic workers in private homes will not be

covered if they work only one day a week for an employer; they may be

covered only when they have worked for an employer at least twice a

week. In order to be "regularly employed," on the basis of' her work

in the current quarter, a twice-a-week worker needs to work at least

12 weeks in the quarter; a three-times-a-week worker needs 8 weeks;

and a full time worker needs 4 weeks. It is estimated that 25 percent

of the covered domestic workers will be part-week workers while the

balance will be those working on a weekly or monthly basis.


The amendments have the following effect on the three generally recog

nized classes of domestic workers:


(1) The full-time group will have substantially all its members

covered.


(2) The regular-day group will have some of its members covered,

namely, those who work twice or more a week for a single employer.


(3) The irregular-day group will have no coverage at all.
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The main difference between the coverage provided by the amendment and

that proposed by the Administration is that under our recommendation

practically all in the three groups would have been covered. While the

amendment does not go as far as we might have wished it to go, it con

stitutes a significant new step in improving the program. Procedures

for administering the coverage of domestic workers, now being perfected

through the joint effort of this Agency and the Treasury Department,

will be announced soon.


Agricultural Labor. The amendments extend coverage to about 850,000

workers excluded as "agricultural labor"! under present law. This is

accomplished by the coverage of "regularly employed"' agricultural work

ers paid at least $50 in cash wages in a calendar quarter and by a re

definition of the term agricultural labor.


Generally speaking, a farm worker is covered during a quarter in which

he meets either of the two following conditions:


(1) He performs agricultural services on some 60 days and

is paid $50 in cash wages during a calendar quarter after he has es

tablished a service relationship with that employer by working for him

continuously during a 3-month period; or


(2) He is paid $50 during a calendar quarter immediately fol

lowing one in which he was covered under the conditions set forth in

(1) above.


This rule of coverage applies to all agricultural labor except services

in connection. with the ginning of cotton or the production and harvest

ing of gum resin, turpentine, and similar commodities, which services

are excluded from coverage. Just as in the case of domestic service,

noncash remuneration for agricultural labor is not included as wages.


Under the redefinition of agricultural labor, off-the-farm services

in the raising and harvesting of mushrooms, the hatching of poultry,

the operation of profit-making irrigation ditches, and the gathering

of maple sap, and both on and off-the-farm services in the processing

of maple sap into maple syrup or maple sugar will no longer consti

tute agricultural labor. In addition, post-harvesting services in

connection with any agricultural commodity performed in the employ of

farmers' cooperatives, and post-harvesting services in connection

with fruits and vegetables performed in the employ of commercial hand

lers will no longer constitute agricultural labor. A third change in

the definition provides that nonbusiness services or domestic services

performed in a private home of the employer on a farm operated for

profit are to constitute agricultural labor. The purpose of this change

is to provide the same conditions of coverage with respect to such serv

ices as is provided with respect to the remainder of agricultural labor.


Another provision having some relevance to agriculture provides cover

age for employees of farmers' cooperatives for years prior to 1951 if

the taxes have been paid in good faith and no refund has been obtained.
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The test of regular employment in the case of agricultural labor is

designed to provide coverage to only the full-time year-round worker.

The coverage provided is a good deal smaller, and the provision more

complex, than recommended by the Administration.


The amendments will result in the first large-scale application in

this country of a social insurance program to agriculture. Through

this coverage, farm people will be 'affordedtheir first opportunity

to become directly acquainted with old-age and survivors insurance.


World War II Military ervice~. The amendments give World War II vet

erans wage credits of $160 for each month of military service per

formed during the war, period. The wage credits will be given regard

less of whether death occurred in service or whether veterans' bene

fits are payable. However, the wage credits will not be given if a

benefit based in whole or in part upon the veteran's military service

during World War II becomes payable under another Federal system. This

offset provision may be justified on the basis that the veteran would

not ordinarily have acquired simultaneous credit under two retirement

systems had he not been in military service. Wage credits will not be

given if a larger benefit or payment would be payable without such

credits.


The wage credits will be taken into account in computing monthly bene
fits payable for months beginning with September 1950 and in determining 
lump-sum death payments in cases where the veteran dies after August 
1950. The wage credit provisions of the conference-approved bill differ 
from those in the Senate bill only by establishing the Federal Security 
Agency, rather than the Civil Service Commission, as the clearing house 
for the various Federal systems, for purposes of determining when old-
age and survivors insurance military wage credits are not creditable 
because another Federal benefit is payable. The conference bill differs 
in two ways from the House-approved bill. Under the conference bill, 
the cost of the additional benefits resulting from the wage credits 
will be met directly out of the Trust Fund. Under the House-approved 
bill, the cost would have been met by a special appropriation from 
the General Treasury to the Trust Fund. Also, under the House bill, 
wage credits would have been given even though benefits became pay
able under other Federal systems based on the veteran's World War-II 
military service. 

The survivorship protection provided to veterans under the existing

law (section 210) for three years after their discharge from service

is carried over into the amended law on the same basis as at present.

This protection will be allowed to expire, for each veteran, at the

end of his three-year period. Where this protection overlaps with

that provided by the $160-a-month wage credits, the provision result

ing in the most favorable treatment for the case concerned will be

applied.


Employment Performed Outside Continental United States. The general

geographical restri~ction of coverage to services performed within the

continental United States (or on or in connection with an American
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vessel) is relaxed to include additional workers who are a part of the

American economy and with respect to whom it is feasible to collect

contributions. This extension of coverage is accomplished by changes

in the general definition of "employment" and in the definition of

the term "United States."


The new definition of "employment" includes services performed by

about 150,000 citizens working outside the United States for American

employers (defined so as to assure tax liability in the United States);

it also includes services performed outside the United States in con

nection with American aircraft under the same conditions as apply to

services on or in connection with American vessels.


The term "United States" is redefined to include the Virgin Islands,

and also Puerto Rico if its legislature adopts a concurrent resolution

expressing a desire for the extension of old-age and survivors insur

ance to that territory. Extension of coverage to the Virgin Islands

and Puerto Rico will cover about 400,000 workers. Serious considera

tion was given to the desirability of a separate system for the islands

because of their low level of income, the greater proportion of agri

cultural employment and other economic differences. It was decided,

however, that two adjustments in the general system--retaining the $50

quarter of coverage rather than increasing the requirement to $100 as

in the House bill, and a lower minimum benefit for workers whose average

monthly wage was $34 or less--would provide a satisfactory solution to

the problem. Coverage of full-time agricultural labor will also be of

special benefit to the islands.


Definition of Employee. By redefining the term '"employee," the amend

ments extend coverage to approximately 400,000 persons as employees.

The new definition, which is effective with respect to services per

formed after 11950, includes all who are employees under the present

definition; namely, officers of corporations and individuals who are

employees under the usual common-law rules.


The definition also includes as employees, persons who perform serv

ices under prescribed circumstances in the following specified occu

pational groups: (1) full-time life insurance salesmen; (2) full-time

traveling or city salesmen (other than house-to-house salesmen) taking

orders for their principal from retailers, hotels, wholesalers, jobbers

and contractors; (3)agent drivers and, commissioned drivers engaged

in distributing meat, vegetables, fruit, and bakery products, beverages

(other than milk) or laundry or dry-cleaning services; and homeworkers

who earn at least $_50 in a calendar quarter if they are subject to

regulation under State law and work in accordance with specifications 
prescribed by the employer. 

In adding specified groups to the definition, the Committee attempted 
to provide employee coverage for persons whose status as common-law 
employees may be in question but whose economic relationship to the 
person for whom they work is very similar to that of persons clearly

identifiable as common-law employees. The revised definition results

in employee covera~ge for almost two-thirds of the people excluded from
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coverage by P. L. 642.


Effective Date. In general, coverage provisions will be effective


January 1, 1951.


II. Insured Status


For newly covered workers and for older workers who had only small

amounts of covered employment before the effective date, the provision

approved by the Conference Committee liberalizes insured status re

quirements to a greater extent than was recommended by the Adminis

tration. Any individual who is living on September 1 will be fully

insured on that date if be has as many as 6 quarters of coverage.

In addition, the elapsed period for determining fully insured status

will start with January 1, 1951, so that an individual will be fully

insured if he had at least 1 quarter of coverage (earned either before

or after 1950) for every 2 quarters elapsing after 1950, or after the

quarter in which he attained age 21, if later, and up to but excluding

the quarter in which he attained age 65 or died, whichever first

occurred. As under the present law, the minimum number of quarters

of coverage required for fully insured status is 6, and fully insured

status becomes permanent when 40 quarters of coverage have been acquired.


The immediate effect of the revised eligibility requirements will be 
to make eligible for benefits a large number of aged individuals who 
now have 6 or more quarters of coverage, but not enough to give them 
an insured status under the present law. 

This provision, recommended by the Advisory Council and adopted by the 
Senate, was approved largely because of its effect on future public 
assistance loads and because it would hasten the time when the old-age 
and survivors insurance program would provide more effective security 
for the aged. As stated by the Senate Committee on Finance in its 
report: 

"Your committee's impelling concern in recommending

passage of H.R. 600o, as revised, has been to take

immediate, effective steps to cut down the need for

further expansion of public assistance, particularly

old-age assistance. Unless the insurance system is

expanded and improved so that it in fact offers a

basic security to retired persons and to survivors,

there will be continual and nearly irresistible pres

sure for putting more and more Federal funds into the

less-constructive assistance programs. We consider

the assistance method to have serious disadvantages

as a long-run approach to the Nation's social-security

problem. We believe that improvement of the American

social-security system should be in the direction of

preventing dependency before it occurs., and of providing

more effective income protection, free from the huL~milia

tion of a test of need." **** 
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"Not only would. this liberalization enable many persons

already aged to draw retirement benefits immediately if

they have coverage in the past, but it would also enable

the newly covered groups to qualify much more quickly.

As a result, about 700,000 additional persons would

be paid benefits in the first year of operation, thus

reducing the need for public assistance expenditures

by the States."


In addition, under this provision individuals who are not yet perma

nently insured and are not working regularly will have their present

insured status extended, since they can use quarters of coverage 
earned before 1951 to fill in the elapsed period after 1950. 

It will be noted that the liberalized eligibility requirements apply 
only to those individuals who are living on the effective date of 
this amended provision. Any individual who died before that date must 
meet the requirements of the present law for his survivors to receive

benefits. This amendment follows the recommendation of the Senate

Advisory Council, and is consistent with the treatment accorded survi
vors under the 1939 amendments (which applied only to deaths after

1939). It will avoid administrative difficulties which would have

arisen from determining family status and dependency, in some of these

"backlog" Icases, as many as 10 years after the insured individual's 
death. Also a factor in this decision was the consideration that the 
liberal "new start" provision is intended primarily to take care of

more of those persons, now aged, who had little chance to become in

sured under the present act. Since there is the special provision of

currently insured status to protect the survivors of persons who had 
recent covered employment, but were not fully insured, it *seems less 
necessary to provide a further liberalization of insured status for

persons already deceased than to provide for the retired workers..


No change is made in the number of quarters of coverage required for

currently insured status. However, the definition of currently insured 
status has been expanded to correspond with the new provisions for 
payment of benefits to the children of female primary beneficiaries

and to the dependent husbands and widowers of women workers. Under

the new definition, the 13-quarter period for determining currently

insured status ends with (1) the 'quarterof death, (2) the quarter

in which the individual became entitled to old-age insurance benefits 
under the amendments, or (3) the quarter in which he or she became 
entitled to a primary insurance benefit under the present law. This

third provision makes it possible to pay husband's benefits in cases

where a woman worker became entitled to a primary insurance benefit

before the effective date of the new law, and was currently insured

at the time of her initial entitlement but has not been in covered-

employment for half of the last 13 quarters.


The definition of "quarter of coverage," so far as wages are concerned, 
remains substantially the samne as in present law, $50 of wages being 
required. The provision on "gift" quarters of coverage in a year has

been liberalized. If the wages paid to-an individual -inany year after




1950 equals $3,600, each quarter of the year will be deemed to be a

quarter of coverage,, even though the individual was paid the entire

$3,600 in the last quarter of the year. Provision is made for combina

tions of wages and self-employment income.


III. Benefit Amounts


The amendment provides for 'Substantialincreases in benefit amounts,

both for beneficiaries now on the rolls and for individuals who will

become entitled to benefits in future. The benefits of individuals

now on the rolls will be increased through the medium of a "conver

sion table" (see below) set forth in the law. Use of this table

will make unnecessary the individual recomputation of present benefits,

and will enable us to get out the checks for the new amounts within a

reasonably short period of time. The table will also be used in the

future in those cases in which an individual had. fewer than 6 quarters

of coverage after 1950 or in which he attained age 22 before 1951 and

could receive a larger benefit by the use of the present method of

computation (including increments for years before 1951) raised by the

table than he could under-the new formula. The average increase in

present benefits that would result from the use of the table would be

about 77 percent. This will raise the average husband and wife bene

fit for aged couples now on the rolls from $41 to about $75. The

minimum benefit for those now on the rolls would be $20. The maximum

family benefit under both the table and the new formula will be the

lesser of $150 or 80 percent of the average monthly wage, but the maxi

mum will not reduce family benefits below $40.


The increased benefit amounts provided under the conversion table will

be payable for September. Since no one could have as many as 6 quar

ters of coverage after 1950 until the second quarter of 1952, all bene

fit computations before that time will be based on the present formula

and the conversion table.


The new provisions for computing future benefits will-produce higher

amounts by a combination of several changes. First is the increase in

the benefit formula to 50 percent of the first $100 of average monthly

wage and 15 percent of the next $200. The maximum taxable wage credited

for benefit purposes for years after 1950 is increased to $3,600. This

basic formula will produce higher benefits in the near future than the

one recommended by the Administration in H.R. 2893, but it will not

reach as high a level in the long run because of the omission of incre

ments for years of coverage. The act as approved by the Conference

Committee follows the recommendations of the Advisory Council in this

respect. The Council had recommended that the increment be dropped, *on 
the ground that it would result in inadequate benefits in the early 
years, if the formula is adjusted to adequate benefits some 30 or 40 
years, in the future. Conversely, if benefits are made 'adequate now, 
the Council felt an increment would commit the system at this time to 
costs which might prove to be excessive. The Administration recommended 
retention of the increment as a means of differentiating the benefits of 
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long-term workers, who have made very substantial amounts of contribution

over a long period, from those of workers who qualified on a shorter

period of employment.


Conversion Table For Present Beneficiaries And Persons Filing Claim

Without Using The "New Start" Average Wage Provisions


(For staff information only)


III 

Primary insurance Primary 

benefit (as determined insurance 
under subsection (d)) amount 

$10 $20.00 

11 22.00 

12 24.00 

13 26.00 

14 28.00 

15 30.00 

16 31.70 

17 33.20 

18 34.50 
19 35.70 
20 37.00 

21 38.50 

22 40.20 

23 42.20 

24 44.5o 

25 46.50930

26 48.30 

27 50.00 

28 51.50 

29 52.80 

30 54.00 

31 55.10 

32 56.20 

33 57.20 

34 58.20 

35 59.20 

36 60.20 

37 61.20 

38 62.20 

39 63.10 

40 64.oo 

41 64.90 

42 65.80 

43 66.70 

44 67.60 

45 68.50 

46 68-50o 
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III

Assumed average monthly


wage for purpose of

computing maximum benefits


$4o.00

44.00

48.oo

52.00

56.00

60.00

63.40

66.40

69.00

71.40

74.00

77.00

80.40

84.40

89.oo


96.60

100.00

110.00

118.60

126.60

134.00

141.30

148.00

154.60

161.30

168.00

174.60

181.30

187.30

195.00

210.00

220.00

230.00

24o000 
250.00

250.00




Under the new benefit formula set forth in the act, the following bene

fit amnounts will be payable at given levels of average monthly wage:


Average Monthly Primary Insurance Wife's Insurance

Wage Amount Benefit 

$50 $25 $12.50 
100 50 25.00 
200 65 32.50 
300 80 4o.oo 

The average regularly employed worker in occupations now coveted earns

about $200 per month. Monthly benefits for such an average worker and

his wife when they qualify under the new formula will be about $100.


The increase in the wage base to $3,600 is a definite improvement, 
though it falls short of the $4,800 base recommended by the Administra
tion. Strong feelings were expressed during hearings for retaining 
the present $3,000 wage base, and it was~ only on the closing day of de
bate in the Senate that the higher amount was voted, thus taking the 
wage base out of the area of consideration by the Conference Committee. 
The importance of the change is greater than the $600 might indicate. 
It establishes the principle that when wage rates rise generally, the

benefit formula should be adjusted so that benefits will reflect actual

wage loss for the great majority of covered workers. This is of basic

importance in preserving the American social insurance plan of benefits

geared to wages.


The method of computing tbe average monthly wage remains essentially

the same as in present law. The only substantial difference is the es

tablishment of a "new start," effective after 1950, fbr those individuals

whose benefits are to be computed under the new benefit formula. This

"?new start" will be especially important for workers newly covered under

the amendments, since otherwise their average monthly wage would be

greatly reduced by the inclusion, in the elapsed period, of all the time

back to the beginning of 1937. Workers now covered who die or become

entitled to benefits after the middle of 1952 will also be benefited by

the "new start," since wage rates are already considerably higher than

those obtaining in the past 10 years, and are expected to go still higher

in the future. Without a "new start," the average monthly wage of these

covered workers would be pulled down by their previous low wages.


The amendments provide a sliding scale of minimum primary insurance

amounts. For individuals whose average monthly wage is $35 or more,

the minimum primary insurance amount will be $25. For each dollar of

average monthly wage below $35, the minimum is reduced by $1 to an abso

lute minimum of $20. This represents a compromise between the $25 mini

mum approved by the House of Representatives when it approved $100 as the

required earnings for a quarter of coverage and the $20 minimum approved

by the Senate for persons who have an average monthly wage below $34

(the monthly wage that would produce a $100 quarter of coverage). The 
benefit area between $20 and $25 will most frequently affect part-
time workers, some farm and domestic workers in low-wage areas of the 
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continental United States, and many workers in Puerto Rico and the

Virgin Islands.


There will be administrative savings, with very little effect on bene

fit amounts, from the provisions under which any average monthly wage 
not a multiple of $1 will be reduced to the next lower multiple of $1, 
and any benefit not a multiple of 10 cents will be raised to the next 
higher multiple of 10 cents. These changes had been recommended by 
the Administration. 

The Administration also recommended the new "closing date" provision 
which excludes wages in the "lag period"' from the initial computation 
of the average monthly wage, except in those cases where such wages 
axe needed to establish insured status. Under the amendments, it will' 
not be necessary to obtain reports of wages paid in the two quarters 
preceding the quarter of death or entitlement, except where insured 
status is involved. To avoid any possible loss to beneficiaries, pro
vision is made for a special recomputation of benefits, at least six 
months after the month of entitlement, to take account of the lag per

iod wages if that would increase the average monthly wage.


The general provision for recomputation of benefits. is more restric

tive than that in the present law, and is designed to reduce the num

ber of recomputations based on wages earned after entitlement. Except

for a special provision for recomputing the benefits of veterans of

World War II who die after the effective date and before July 27, 195)4,

recomputation of benefits is permitted only to include the 6-month lag

period or in cases in which the individual's benefit had been suspended

on account of employment for at least 12'months in a 36-month period

following his last previous computation, and then only if the individual

had at least 6 quarters of coverage after 1950.


IV. Old-Age, Dependents' and Survivors' Insurance Benefits


The amendments approved by the Conference Committee would make a 
number of changes in the requirements 'affecting eligibility for the 
various types of benefits. In general, these changes increase the 
prot'ection offered to families of workers and self-employed persons.

There are no substantive changes in the provisions for entitlement

of the retired worker who must, as previously, have attained age 65,

be fully insured, and have filed a claim. The name of the benefit

is changed from "primary insurance benefit" to "old-age insurance 
benefit ." 

Under the new provisions, the wife of a retired-beneficiary may re
ceive benefits even though she is under 65, if she has ani entitled 
child in her care. Otherwise, the conditions which a -wife must meet 
remain the samne as at present, except for a minor change in the time 
a woman must have been married to qualify for a wife's or widow's 
benefit when the couple had no children. In place of the present 
requirement that the marriage have existed 36 calendar months (12 for 
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the widow) before the month of entitlement (or death), the new pro

vision sets a period of three years (one for widow) before the date

of entitlement. Thus a woman married on January 16, 1951, could be

come entitled on her marriage anniversary three years later, or the

widow of a man who died on or after the first wedding anniversary

could receive widow's benefits. At present she would not if the

death occurred before February 1952.


The provisions relating to the definition of child, dependency of

child, and the child's benefit amount are liberalized. The adopted

child of a deceased individual need no longer meet any. time require

ment to qualify as a "child." In life cases, a stepchild who is

later adopted by his stepparent may count time spent in both rela

tionships toward the required time period (changed from 36 months to

three years).


WThile no change has been made with respect to a child's dependency on 
his father or adopting father, extensive revisions have been made in

the provisions concerning a child's dependency on his mother and on

a stepparent. The. new provision will more frequently permit payment

on the wage record of a person upon whom a child-was actually rely

ing for full or partial support. A child will be deemed dependent

on his natural or adopting mother, regardless- of the father's pres

ence in the home or contributions to support, if the mother was

currently insured when she died or became entitled to an old-age

insurance benefit. The presumption underlying this change is that a

working mother is helping to support her children. In addition, in

any other case a child can be deemed dependent on his mother (includ
ing a stepmother) if the mother was furnishing at least half of the 
child's support. As at present, "living with" or furnishing some

support will permit a finding of dependency on a mother in any case

where the child's father was neither living with the child nor con

tributing to his support. A child is considered dependent on a

stepfather with whom he was living or who was furnishing at least

half the child's support, even though the father was also contributing

toward the child's support. The benefit amount for one or more surviv

ing children is increased by one-fourth of the primary insurance amount

divided equally among the children.


Under the provisions approved for "mother's insurance benefits,"

which will replace the present "widow's current insurance benefits,"

benefits will be payable to the divorced wife of a deceased worker

under nearly the same conditions that they are payable to the work

er's widow under age 65. H-owever, in place of the requirement of,

"living with" at the time of his death, the amendments require that

the divorced wife have been receiving at least half of her support

from the wage earner at that time. In addition, she must be the

mother of his entitled child.


A minor change which will simplify administration is that a woman

receiving wife's benefits need not. file an application for a widow's

benefit upon the death of her husband. Her benefit will be converted

automatically from wife's to widow's amount upon receipt of the notice

of her husband's death.
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Benefit payments for the dependent parent of a deceased worker are 
raised from one-half the old-age insurance benefit to three-fourths. 
Also, it will no longer be necessary to determine the value of the 
non-income-producing property owned by a parent to make a finding of 
the dependency of a person applying for parent's benefits. A parent 
will be considered dependent on an individual who was furnishing at 
least half, rather than more than half, the parent's support. 

Two new types of benefits are added by the amendments. The depend

ent husband or the dependent widower of a woman who was both fully

and currently insured when she became entitled to old-age insurance

benefits or when she died may qualify at or after age 65 for monthly

benefits on his wife's record under circumstances parallel to those

now required of a wife or widow. The amount of the husband's bene

fit will be half the amount of his wife's old-age insurance benefit;

a widower's benefit, three-fourths of his wife's old-age benefit.

As is true for parents, husbands and widowers must furnish proof of

dependency within two years of the month of the wife's entitlement

or death. The survival of a widower entitled or potentially entitled

to benefits on his wife's record will preclude payment of benefits

on her record to a dependent parent, just as in the case of a widow

where there is a dependent parent.


Extra protection for the survivors of workers who die in the future

is assured through a provision which will permit payment of the lump

sum on the death of every insured worker, regardless of whether any

survivor can become entitled to a monthly benefit for the month of

the worker's ~death. The lump sums computed on the basis of the new

primary amounts will be three times the primary rather than six times,

as now provided, but because of the increase in primary amounts,

the lump sums in the future will be about the same size, in dollar

amount, as at present.


V. Miscellaneous Provisions 

A number of changes are made in other provisions of the act by the

amendments approved by the Conference Committee. Some of these

would increase protection and others are primarily to simplify admin

istration. Only the more important of these changes are mentioned here.


The amount of wages which a beneficiary may earn without suspension

of benefits is increased to $50 for beneficiaries under age 75. Those

aged 75 and over may draw their benefits regardless of the amount of

their earnings. Net earnings in self-employment income cause a sus

pension of benefits for months in which the beneficiary under age 75

rendered services when the earnings allocated by us to the month ex

ceed $50. Ending the work clause at 75 will cost less than to end

it at age 70 as recommended by the Advisory Council to the Senate

Committee on Finance. Some such provision is of particular interest

to self-employed persons since many of them. gradually reduce their

work rather than retiring at a specific age.
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The present provision that total family benefits may not exceed twice

the amount of the primary insurance benefit will be eliminated, and

the $85 upper limit on family benefits is increased to $150. In

order to prevent the variations in benefit amount and frequent shifts

in entitlement which might result when several children in a family

group could all be entitled on the wage records of two different

individuals, it is provided that, in such cases, the children may

receive only the benefits on the record yielding the larger old-age

benefit amount,, but the maximum applicable is the lower of $150 or

80 percent of the sum of the average monthly wages comput'ed on all

records on which the children are eligible. In general, 'this will

give the group of children about the same amount they could receive

if some were entitled on one wage record and others on a different

record, and without the complexity of having some children entitled

on each record.


The provision for reducing individual benefits, when'necessary to

stay within the maximum limits, has been changed to provide for

such reduction after, rather than before, any deduction for employ

ment or other reason. The provision makes it unnecessary to decide

which members of a large family should file claims for benefits. To

simplify the work of making deductions under this new provision, the

amendments also give us authority to deduct only so much of a bene

fit as is necessary to bring the family total to the maximum it

would receive if the full benefit were suspended and all other bene

fits of the family members were refigured. Thus, if deductions from

one child' s benefits would be offset by increases to other members of

the family group, the deduction need not be imposed.


The most important change in the definition of wages is the increase

in the wage base from $3,000 to $3,600 a year. Other changes include

exemption from wages of payments made under a "plan or system"t to or

on behalf of dependents of an employee as well as those made to or on

behalf of the employee himself, and exclusion of payments under an

exempt trust to or on behalf of an employee's beneficiary as well as

the employee. Wages for domestic service may be reported in even

dollar amounts.


The provision to include tips as wages, originally carried in the

House bill and strongly'endorsed by the labor groups, is not included.

The argument prevailed that it would complicate reporting 'for employ

ing units such as hotels and restaurants.


The statute of limitations for the correction of wage records has

been changed from four years after the calendar year in which the

wages were paid to 3 years, 2 months, and 15 days after that year.

For self-employment income, the statutory period is 3 years, 2 months,

and 15 days after the clbse of the indivi'dual's taxable year. These

limits were correlated with a 'new limitation in the Internal Revenue

Code on the payment of income and withholding taxes. After the statu

tory period, records may be corrected if the error is discovered in

connection with a claim filed or a wage investigation initiated be

fore the running of the statute. In addition, corrections may be
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made after the statutory period to correct errors apparent on the

face of the record; to transfer items incorrectly reported as be

tween our records and those of the Railroad Retirement Board, to

delete or reduce wage items entered through fraud, to correct errors

in allocation of wages to individuals or periods of time, to include

railroad items that are used in computing survivors' benefits under

the OASI program, and to conform our records to tax returns filed 
with the Collector of Internal Revenue. In the absence of any record 
of wages or self-employment income for a given period, a correction 
may be made at any time after the running of the statute upon proof 
that taxable wages were actually paid or that a tax return had been

made of self-employment income within the statutory period.


The provisions for disclosing information from our records remain 
substantially as at present. In addition, specific authority is granted 
us to release wage record information, upon request, to State unemploy
ment compensation agencies, to furnish special reports on individual wage 
records upon authorization of the individual concerned, and to conduct 
special statistical studies and compile data relating to the program, 
and to charge the recipients of such information for the cost involved

in complying with these requests.


The Conference Committee deleted from the bill the Senate amendment

providing for the combined withholding by employers of the employee

old-age and survivors insurance contribution and the employee income

tax. The bill contains a provision, however, which will eliminate the

present requirement that workers make application for "special refunds"

of contributions based on earnings in excess of $3,600, and will allow

the amount to be credited on the individual's income tax.


VI. Cost and Financing


The tax schedule agreed to by the conferees is as follows:


Self-

Calendar year Employee Employer employed


Percent Percent Percent

1951-53 .. ................... 1-1/2 1-1/2 2-1/4

1954-59 .. ................... 2 2 3

i96o-64 .. .......... 2-1/2 3-3/4
....... 2-1/2 

1965-69 .. ................... 3 3 4-1/2

1970 and after. .. ........... 3-1/4 3-1/4 4-7/8


The level premium cost of the expanded program (that is, the rate 
which would be required to carry the full cost of the program from

the present time indefinitely into the future) is about 6%. Thus,

the cost of benefits as a percent of pay-roll will be about the same

under the expanded program as was contemplated under either the 
original 1935 Act or the 1939 Amendments. 
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The d~evelopment of the Nation's economic system in the past has been

accompanied by a rising level of income and earnings. If past trends

continue, earnings in the future will be substantially higher than

they are now. The cost estimates, and hence the contribution rate

schedule, are based on the assumption that benefits in the long-range 
future will be raised so as to bear about the same relationship to 
future average earnings that benefits under the conference bill bear 
to present average earnings. To the extent that benefit changes 
fail to keep pa~ce with rising earnings levels, the cost of the pro
gram as a percent of payroll will be lower than the estimates indi= 
cate. This is due to the weighted nature of the benefit formula; 
as average earnings approach the $300 maximum a larger portion of 
such earnings becomes subject to the 15% factor rather than the 
50% factor in the benefit formula and, therefore, benefits based on 
high average earnings are smaller in relation to such earnings. 

The cost of the protection under the new program for a generation of

workers covered during their full working lifetime is estimated to be

approximately 14% of payroll. Thus, under the schedule in the bill

the combined rate in 19514 would approximate the value of the bene

fits for the group of young workers who enter covered employment at

that time. The excess of the 6% level premium cost over the 14% rate

results from the fact that persons retiring during the next 30 or 140

years will receive full benefits even though they have not contributed

over a full working lifetime.


Although the Administration and the Senate Advisory Council recommended

a Government contribution, the rates in the bill were established with

the intent that the system would be self-supporting. The 1943 Amendment

authorizing appropriations to the Trust Fund out of general revenues

has been deleted.
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FEDERAL SECURITY AGENCY

SOCIAL SECURITY ADMINISTRATION


INTEROFFICE COMMUNICATION


August 17, 1950'

To: All Bureau Employees


FROM: 	 Q. C. Pogge, Director

Bureau of Old-Age and. Survivors Insurance


SUBJECT: 	 Director's Bulletin Supplement to No. 169

Conferees' Decisions on Social Security Act Amendments of 1950

(H.R. 6000)


Final C-ongressional action on H.R. 6000 has been delayed

because of the pressure of defense legislation. Thne House

yesterday accepted the Conference Report by a vote of 373 to

1, and action by the Senate is expected momentarily.


As I mentioned in Director's Bulletin No. 169, 'the conferees

were expected to make some minor changes in H.R. 6000 when they met

to review and approve the final draft language. The bulletin was

prepared by the Division of Program Analysis prior to the Committee's

release of the bill, so' that you might be immediately informed of

its major provisions. The supplemental comments and changes discussed

below are sent you so that you may associate them with your copies

of the Director's Bulletin.


Coverage of Employees of State and Local Governments. The amendments

extend automatic coverage to employees of certain transit systems

acquired from private ownership by a State, political subdivision or

instrumentality. Since it was not clear at the time that Director's

Bulletin No. 169 was prepared what provisions would be finally agreed

on,, additional explanation was omitted. The provisions are as follows:

Where an entire system was acquired before 1937, none of the services

will be covered. If the system, or any part of it, was acquired after

1936 and before 1951,'all services are covered if the employees are

not on December 31,1 1950, under a general retirement system

providing-benefits which are guaranteed by the State constitution;

otherwise, none of the services are covered. Where an entire system

is acquired after 1950 all services are covered if the employees are not

under a general retirement system on the date of acquisition; otherwise.,

none of the services are covered. (A "general retirement system" means

one established by a State or political subdivision which covers other

employees in addition to employees of the transportation system.)

Special conditions for coverage are provided if a State or political

subdivision on December 31, 1950, was operating a transit system which

is not covered under old-age and survivors insurance (by reason of the

above rules) and after 1950 makes an additional acquisition as a part

of its system.




As a result of considerable last-minute pressure brought to bear on the

conference committee by representatives of organizations of teachers

and other employees covered under retirement systems, the committee with

drew its approval of the amendment which would have' permitted coverage

of members of the Wisconsin Retirement Fund. The exclusion from coverage

of public retirement system members (except for transit employees, of

course) is therefore complete.


Domestic Service and Service Not in the Course of the Employer 's Trade

mu ,.n~~n~vA r-A + nn_c Aril.+4r w, . w. 5 

or Business. lilt: ~,V.C5z Aoc t , sr _ I 
home and service not in the course of the employer's trade or business,

when these services are performed elsewhere than on a farm operated

for profit, remains essentially as previously discussed. Technical

changes were made, however, in the provisions affecting these areas

of employment.


Under the amendments, these areas of employment are treated separately,

whereas it was previously stated that domestic service was to be in

cluded within the concept of service not in the course of the employer's

trade or business. Domestic service is not excepted from "employment."

Remuneration for domestic service, however, is not deemed "wages" if

the employer pays less than $50 in cash for such service in the quarter

in which the employee meets the test of regular employment. No change

was made in this test and the provision for rounding wages remains

applicable to domestic service.


For the purpose of determining whether services constitute employment,

the provisions with respect to service not in the course of the employer's

trade or business relate the $,50cash wage test to the quarter in which

the services were performed (irrespective of when the wages are paid).,

These provisions carry no authorization for rounding the amount of wages

paid for such services.


These committee changes require distinguishing between domestic services and

other nonbusiness services which may be performed by an employee for an

employer. Thus, they do not permit a combination of the two types of

services for the purposes of satisfying the requirements relating to

cash wages and regularity of employment necessary to provide coverage.


Agricultural Labor. The number of agricultural workers covered by

H.R. 6000 remains at about 850,000 despite two technical changes made

in the last revision of the bill.


The $50 cash wage test, used in determining whether agricultural labor

is covered employment, is related to the quarter in which the services

were performed by the employee for a single employer. The wages for

such employment, however, will be reported in the quarter in which they

were paid to the emplcyee. In this respect the provisions for agricul

tural labor are the same as those for employment not in the course of

an employer's trade or business.


The test for regular employment as an agricultural laborer was

revised to include only those employees who work for one employer on

a full-time basis on some 60 days during a calendar quarter (fo11cw`Tn6

a qualifying quarter).
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Definition of Employee. A significant development with respect to

the definition of employee was the position taken by the conference

committee as to the meaning of the phrase "the usual common-law

rules applicable in determining the employer-employee relationship."

In its committee report (H. Report #2771, page l104) the following

statement is made:


*.this 
 opportunity is taken to reiterat'e and endorse

the statement made in the Report of the Committee on Ways

and Means in connection with the Social Security Act Amend

ments of 1939:


'A restricted view of the employer-employee relationship

should not be taken in the administration of the Federal

old-age and survivors insurance system in making coverage

determinations. The tests for determining the relation

ship laid down in cases relating to tort liability and to

the common-law concept of master and servant should not be

narrowly applied (P.76),'


"This statement made in 1939 is equally applicable to the phrase

in the bill as agreed upon in the conference agreement, which

contemplates a realistic interpretation of the common-law rules."


Disclosure of Information. The bill does not specifically authorize

disclosure of wage record information to State unemployment compen

sation agencies or other groups. However, the Admninistrator may

include provision for such disclosure in the regulations he is author

ized to make governing disclosure. As the provisions now stand, the

Administrator is required upon request to furnish information from the

record of wages and self-employment income of an individual to that

individual, his survivor, legal representative, or estate. Disclos

ure otherwise shall be only as authorized by regulations of thle

Administrator, and the Administrator is authorized to charge the

cost involved in complying with a request to the person or agency

requesting the information.


0. C. Pogge
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81ST CoNGRESS SENATE REPORT 

92d Session INo. 2375 

REVENUE ACT OF 1950 

AUGUST 22 (legislative day, JULY 20), 1950.-Ordered to be printed 

Mr. GEORGE, from the Committee on Finance, submitted the following 

REPORT 

[To accompany H. R. 8920] 

The Committee on Finance, to which was referred the. bill (H. R. 
8920) to reduce excise taxes, and for other purposes, having considered 
the same, reports favorably thereon with amendments and recommends 
that the bill, as amended, do pass. 
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(10) TAX TREATMENT OF PUERTO RICAN RESIDENTS 

Under the existing Federal individual income tax law a disparity
exists between the treatment accorded two different groups of United 
States citizens who are residents of Puerto Rico, those who are citizens 
only by reason of the organic acts establishing the government of' 
Puerto Rico and those who are citizens because they were born or 
naturalized in the United States. Puerto Rican residents who are-
United States citizens only as a result of the organic law are taxed 
by the United States on any income derived from sources in the United, 
States in the same manner as nonresident aliens. 
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Citizens of the United States who are residents of Puerto Rico but 
derive their citizenship from the Puerto Rican organic law are also 
divided into two groups for tax purposes, depending upon whether 
or not they are eligible for the special treatment provided for income 
from sources within the United States possessions under section 251 of 
the code. To be eligible for this treatment 80 percent of the indi
vidual's gross income must be derived from United States possessions 
and 50 percent of his gross income must be derived from the conduct 
of a trade or business within a possession of the United States either 
on his own account or as an employee. These individuals are taxed 
by the United States only on income from sources within the United 
States. They receive the regular deductions to the extent that they 
are allocable to income from sources within the United States and are 
subject to the regular individual income-tax rates, but receive only a 
single personal exemption. 

Those who do not qualify under section 251 are taxed by the United 
States on their income from all sources, including Puerto Rico, but 
receive a foreign tax credit on taxes paid to Puerto Rico or to any 
foreign country. They receive the ordinary deductions and exemp
tions. 

For the purposes of its own individual income tax, Puerto Rico does 
not distinguish between those of its residents whose United States 
citizenship depends upon organic law and those who were born or 
naturalized in the United States. It taxes their income from all 
sources, including the United States, and allows a tax credit for tax 
paid to the United States or to a foreign country. 

In the opinion of your committee the existing Federal income tax 
treatment of United States citizens in Puerto Rico is confusing and 
the discrimination against those who derive their citizenship from the 
organic law is unfair. Moreover, it is most unfortunate to classify 
citizens of the United States as nonresident aliens for tax purposes. 
Under section 224 of your committee's bill all United States citizens 
who are bona fide residents of Puerto Rico during the entire taxable 
year receive the same tax treatment with respect to taxable years 
beginning after December 31, 1950. They are not taxed under the 
Federal individual income tax with respect to any income derived 
from sources within Puerto Rico. The tax is limited to income 
derived from sources outside Puerto Rico, including income from the 
United States itself. The withholding tax of 30 percent of gross 
income will no longer apply to residents of Puerto Rico who are 
citizens of the United States only by reason of organic law nor are 
they to be deprived of exemptions and the benefits of income splitting 
as under existing law. 

Puerto Rican residents are singled out in this fashion because Puerto 
Rico is in a unique position. It is neither a foreign country nor an 
integral part of the United States. Moreover, it differs from all other 
possessions in that it has its own income tax law which takes the 
place of the Federal income tax law. For these reasons your com-~ 
mnittee believes it is desirable in the case of Puerto Rican r~sidents to 
apply the United States tax only to income derived from sources out
side of Puerto Rico; for income from sources within Puerto Rico the 
Puerto Rican income tax takes the place of the United States income 
tax. 
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Since Puerto Rico allows a credit for income taxes paid to the 
United States, the Puerto Rican tax would in effect apply only to 
income derived from Puerto Rico except when the Puerto Rican tax 
is higher than the United States tax. In such a case Puerto Rico 
would collect a tax equal to the difference between the Puerto Rican 
rates and the United States rates applicable to income derived from 
sources outside Puerto Rico. 

There need be no fear that as a result of your committee's proposal 
anyone will gain a tax benefit by splitting his income in two and being
subjected to tax on part of it by Puerto Rico and the other part by the 
United States. With respect to Puerto Rican residents, Puerto Rico, 
since it first includes the United States income in its tax base and then 
allows a credit for income taxes paid to the United States, will collect 
a tax at relatively high effective rates on the income from -Puerto 
Rican sources, while the United States, since the-bill allows an exclu
sion for income derived from Puerto Rican sources, would collect a 
tax at relatively low effective rates. Assuming the rate schedules 
were the same in both the United States and Puerto Rico, the com
bined tax would be the same as would be collected by either jurisdic
tion if the whole income had been subject to its taxes alone. In a 
similar fashion, if the individual is a resident of the United States, 
United States would collect the tax at the relatively high effective 
rates and Puerto Rico at relatively low effective rates. 

It has been estimated that this provision will increase the revenues 
by $2,500,000 annually when fully effective. 

Your committee has amended this portion of the House bill so as 
to make provision for the collection of taxes due the United States 

*from residents of Puerto Rico. This latter amendment is made effec
tive on the date of enactment. 
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DETAILED DISCUSSION OF THE TECHNICAL PRO
VISIONS OF THE BILL 

TITLE II.-MISCELLANEOUS INCOME TAX

AMENDMENTS


SECTION 224. RESIDENTS OF PUERTO RICO 

This section corresponds to section 217 of the bill passed by the 
House. The provisions of the House bill have been retained, but 
two new subsections have been added by your committee. The 
first of these, subsection (i), provides for the amendment of the In
ternal Revenue Code section relating to the collection of taxes in the 
Virgin Islands and Puerto Rico; the second, subsection (j), provides 
for the amendment of the sections of the code and of the Social 
Security Act which relate to the definition of net earnings from self-
employment. 

Section 224 of the bill makes provision for the extension of the 
Federal income-tax laws to Puerto Rico to the extent of subjecting 
individual citizens of Puerto Rico who are also United States citizens 
to the Federal tax on their world-wide income, as in the case of other 
United States citizens, and to the extent of subjecting to the same 
treatment alien individuals who are bona fide residents of Puerto Rico 
during the entire taxable year. Such aliens resident in Puerto Rico 
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would be subject to tax as in the case of aliens resident in the United 
States. Any individual citizen of the United States, or any alien 
individual, who is a bona fide resident of Puerto Rico during the entire 
taxable year will, however, be permitted to exclude from gross income 
any income derived from sources within Puerto Rico, except amounts 
received for services performed as an employee of the United States 
or any agency thereof. Deductions allocable to such excluded income 
will not be allowed for purposes of the Federal tax. 

In the case of an individual citizen of the United States who gives 
up his Puerto Rican residence after having been a bona fide resident of 
Puerto Rico for a period of at least 2 years before the date of such 
change in residence, any income derived from Puerto Rican sources 
which is attributable to the period of residence prior to the change may 
also be excluded from gross income, except amounts received for 
services performed as an employee of the United States or any agency 
thereof. Deductions allocable to such excluded income will not be 
allowed. Similar treatment is not extended to individual aliens who 
change their residence from Puerto Rico. 

The above changes in the taxation of the income of individuals are 
accomplished by the amendment of section 251 of the code to make 
such section inapplicable to Puerto Rico in the case of citizens of the 
United States, by the amendment of section 252 (a) to make such 
section inapplicable to citizens of Puerto Rico and by the addition of 
new sections 116 (1) and 220 to the code. Section 116 (1), as added 
by section 224 (c) of the bill, provides for the exclusion from gross 
income of income from sources within Puerto Rico in the case of 
individuals who are bona fide residents of Puerto Rico during the 
entire taxable year. Section 220, as added by section 224 (d) of the 
bill, provides that supplement HI of the code (relating to nonresident 
alien individuals) shall have no application to alien individuals who 
are bona fide residents of Puerto Rico during the entire taxable year 
and that such individuals shall be subject, as in the case of citizens 
and alien residents of the United States, to the taxes imposed by 
sections 1 1 and 12 of the code. 

Withholding of tax at source under section 143 (a) and (b) of the 
code on fixed or determinable annual or periodical income will be 
continued in accordance with present provisions of the code in the 
case of alien individuals who are residents of Puerto Rico, even though 
such individuals are bona fide residents of Puerto Rico duhing the 
entire taxable year. Such treatment is obtained by amendments, as 
provided by section 224 (e) of the bill, to sections 143 (a) (1) and 143 
(b) of the code. Credit for, or refund of, such withheld tax will be 
allowed in the case of those alien residents of Puerto Rico who become 
subject to tax under sections 1 1 and 12 of the code in accordance with 
proposed section 220. 

Section 224 (f) of the bill makes provision for the amendment of 
sections 1621 (a) (6) and 1621 (a) (8) of the code relating to definition 
of wages with respect to the collection of income tax at source on 
wages. Pursuant to proposed section 1621 (a) (6) (B), withholding of 
income tax will be required on wages paid for services performed 
by an individual alien resident of Puerto Rico as an employee of 
the United States or any agency thereof. 

Section 1621 (a) (8) (B), as amended by the bill, will no longer 
apply to Puerto Rico. In its application to any other possession of 
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the United States, this section requires withholding of income tax on 
wages paid for services performed by a citizen of the United States 
in such possession as an employee of the United States or any agency 
thereof. The latter change is a corollary to the amendment provided 
by section 223 of the bill. Pursuant to section 1621 (a) (8) (C)
witihouMng%Of tax will not, be requirmed on wages paid for services 
performe by a citizen of the United States within Puerto Rico, if 
it is reasonable to believe that during the entire calendar year the 
employee will be a bona fide resident of that possession, unless the 
employer is the United States or any agency thereof. 

Section 224 (g) of the bill amends section 58 (a) of the code to require 
alien individuals who are residents of Puerto Rico during the entire 
taxable year to make a declaration of estimated tax for the taxable 
year in accordance with the present requirements of the code. Gross 
income in such cases will not,' of course, include the Puerto Rican 
source income excluded by virtue of section 116 (1) (1) of the code. 
Citizens of Puerto Rico who are also citizens of the United States, 
will, of course, be required to make the declaration prescribed by 
section 58 (a) of the code. 

Section 224 (h) of the bill provides for the amendment of sections 
131 (a) (2) and 131 (a) (3) of the code which relate to the credits 
against tax. Under the amendment to section 131 (a) (2) alien indi
viduals who are bona fide residents of Puerto Rico during the entire 
taxable year will be allowed a credit for taxes paid or accrued during~ 
the taxable year to any possession of the United States with respect to 
income from sources in such possession subject to the Federal income 
tax. Pursuant to the amendment to section 131 (a) (3) such an alien 
individual will also be allowed a credit for taxes paid or accrued during 
the taxable year to any foreign country with respect to income from 
sources in such country subject to the Federal income tax, if the f or
eign country of which such alien resident is a citizen or subject, in 
imposing its income taxes, allows a similar credit to citizens of the. 
United States residing therein. No credit will, of course, be allowed 
against the Federal income tax for taxes paid or accrued to Puerto, 
Rico with respect to income derived from Puerto Rican sources but 
excluded from gross income for purposes of the Federal income tax. 
Similarly, n~o credit will be allowed for income taxes paid or accrued 
to Puerto Rico on income derived from sources in a foreign country, 
even though such income may have been subject to tax in (1) the 
United States, (2) the foreign country, and (3) Puerto Rico. 

Since section 224 of the bill broadens the application of the income-
tax laws to individuals in Puerto Rico, proposed section 3811 (a) 
provides that, notwithstanding any other provision of law (such as 
Puerto Rican organic law) respecting taxation in Puerto Rico, all 
taxes imposed by chapter 1 of the code (including those imposed by 
the Self-Employment Contributions Act), by the Federal Insurance 
Contributions Act, and by subchapter D of chapter 9 (collection of 
income tax at source on wages), shall be collected under the directioni 
of the Secretary and shall be paid into the Treasury of the United 
States as internal-revenue collections. In addition, this proposed. 
subsection provides that all provisions of the laws of the United 
States (including the provisions relating to the Tax Court of the-
United States) applicable to the administration, collection, and en
forcement of any tax imposed upon the incomes of individuals, estates, 
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and trusts by chapter 1 (including the tax imposed by the Self-Em
ployment Contributions Act), and of any tax imposed by the Federal 
Insurance Contributions Act or by subchapter D of chapter 9 (collec
tion of income tax at source on wages), shall, in respect to such tax 
extend to and be applicable in Puerto Rico in the same manner and 
to the same extent as if Puerto Rico were a State, and as if the term 
"United States" when used in a geographical sense included Puerto 
Rico. 

Section 224 (j) of the bill, added by your committee to the House 
bill, provides for the amendment of section 481 (a) (7) of the Internal 
Revenue Code and of section 211 (a) (7) of the Social Security Act, 
each of which contains special rules for the computation of net earnings 
from self-employment in the case of Puerto Rico. 

Proposed section 481 (a) (7) (A) provides in effect that, with respect 
to any taxable year beginning before the effective date specified in 
section 3810 of the code (i. e., the date on which the provisions of 
title II of the Social Security Act are extended to Puerto Rico), the 
Puerto Rican source income of a United States citizen will be taken 
into account in determining whether such citizen of the United States 
meets the requirements of section 251 of the code, and thus in determin
ing whether or not gross income means only United States source 
income for purposes of the self-employment tax. In other words, this 
proposed amendment preserves for purposes of the self-employment 
tax the rule, should the effective date specified in section 3810 be no 
earlier than January 1, 1952, which would have existed in the absence 
of the amendments proposed by section 224 of the bill. 

Proposed section 481 (a) (7) (B) provides in effect that, with respect 
to any taxable year beginning on or after the effective date specified in 
section 3810 of the code, any resident of Puerto Rico, whether or not a 
bona fide resident thereof during the entire taxable year, and whether 
or not an alien, a citizen of the United States, or a citizen of Puerto 
Rico, shall compute his net earnings from self-employment in the same 
manner as would a citizen of the United States residing in the United 
States. For purposes of the self-employment tax, the gross income 
of such a resident of Puerto Rico will include income from Puerto 
Rican sources. 

The amendment proposed by section 224 (j) (2) of the bill to section 
211 (a) (7) of the Social Security Act conforms such section 211 (a) (7) 
to proposed section 481 (a) (7) of the Internal Revenue Code. 
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0i(but the part struck through or enclosed in bold-face brackets and insert the part printed 
in italic] 

AN ACT

To reduce excise taxes, and for other purposes. 

Be it enacted by the Senate and House of Representa

tives of the United States of America in Congress assembled, 

That (a) SHORT TITLE.-This Act, divided into titles and 

sections according to the following Table of Contents, may 

be cited as the "Revenue Act of 1950": 
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17 SEC. 31224. RESIDENTS OF PUERTO RICO. 

18 (a) INCOME OF INDIVIDUALS FROM SOURCES WITHIN 

19 PUERTO Rico.-Section 251 (d)~(relating to income from 

20 sources within possessions of United States) is hereby 

21 amended to read as follows: 

22 "(d) DEFINITION.-As used in this section the term 

23 'possession of the United States' does not include the Virgin 

24 Islands of the United States, and such term when used with 

25 respect to citizens of the United States does not include 

26 Puerto Rico." 
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(b) CITIZENS OF THE UNITED STATES R~ESIDING IN 

PUERTO iRICO.-Section 252 (a) (relating to citizens of 

possessions of the United States) is hereby amended by 

adding at the end thereof the following new sentence: "This 

subsection shall have no application in the case of a citizen of 

Puerto Rico." 

(c) TAXATION OF INCOME OF RESIDENTS OF PUERTO 

Rico.-Section 116 (relating to exclusions from gross in

come) is hereby amended by adding at the end thereof the 

following new subsection: 

" (1) INCOME FROM SOURCES WITHIN PUERTO 

RICO.

"()RESIDENT OF PUERTO RICO FOR ENTIRE 

TAXABLE YEAR.-In the case of an individual who is a 

bona fide resident of Puerto Rico during the entire tax

able year, income derived from sources within Puerto 

Rico (except amounts received for services performed 

as an employee of the United States or any agency 

thereof) ; but such individual shall not be allowed as a 

deduction from his gross income any deductions properly 

allocable to or chargeable against amounts excluded from 

gross income under this paragraph. 

" (2) TAXABLE YEAR OF CHTANGE OF RESIDENCE 

FROM PUERTO RIrCO.-In the case of an individual citizen 

HI. R. 8920-10 
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1 of the United States, who has been a bona fide resident 

2 of Puerto Rico for a period of at least two years before 

3 the date on which he changes his residence from Puerto 

4% Rico. income denived from sources therein (\except 

5 amounts received for services performed as an em

6 ployee of the United States or any agency thereof) 

7 which is attributable to that part of such- period of 

8 Puerto Rican residence before such date; but such indi

9 vidual shall not be allowed as a deduction from his gross 

10 income any deductions properly allocable to or charge

1i able against amounts excluded from gross income under 

12 this paragraph." 

13 (d) ALIENS RESIDING IN PUERTO Rico.-Supplement 

14 II (relating to nonresident alien individuals) is hereby 

15 amended by adding at the end thereof the following new 

16 section: 

17 -SEC. 220. ALIEN RESIDENTS OF PUERTO RICO. 

18 . " (a) No APPLICATION TO CERTAIN ALIEN RESIDENTS 

19 OF PUERT~o Rico.-The provisions of this supplement shall 

20 have no application to an alien individual who is a bona fide 

21 resident of Puerto Rico during the entire taxable year, and 

22 such alien shall be subject to the taxes imposed by sections 

23 1 1 and 12. 

24 "(b) CROSS IREFERENCE.-For exclusion from gross 
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income of income derived from sources within Puerto Rico, 

see section 116 (1) (1)." 

(e) WITEIMOLDING ON ALIEN RESIDENTS OF PUERTO 

Rico.-Section 143 (a) (1) (relating to withholding of 

tax at source on tax-free covenant bonds) and section 143 

(b) (relating to withholding of tax at source on dividends, 

interest, etc., paid to nonresident aliens) are each amended by 

adding at the end thereof the following: "As used in this 

subsection the term 'nonresident alien individual' includes an 

alien resident of Puerto Rico." 

(f) WITHHOLDING OF TAx ON WAGES.

(1) Section 1621 (a) (6) (relating to collection 

of income tax at source on wages) is hereby amended 

to read as follows: 

" (6) for services performed by a nonresident alien 

individual, other than (A) a resident of a contiguous 

country who enters and leaves the United States at 

frequent intervals, or (B) a resident of Puerto Rico 

if such services are performed as an employee of the 

United States or any agency thereof, or" _ 

(2) Section 1621 (a) (8) (relating to collection 

of income tax at source on wages) is hereby amended by 

striking out subparagraph (B) thereof and inserting 

in lieu thereof the following: 
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1 "(B) for services for an employer (other than the 

2 United States or any agency thereof) performed by a 

3 citizen of the 'United States within a possession of the 

4 United States (other than Puerto Rico) , if it is rea

5 sonable to believe that at least 80 per centum of the 

6 remuneration to be paid to the employee by such em

7 ployer during the calendar year will be for such services, 

8 or 

9 " (0) for services for an employer (other than the 

10 United States or any agency thereof) performed by a 

11 citizen of the United States within Puerto Rico, if it is 

112 reasonable to believe that during the entire calendar 

13 year the employee will be a bona fide resident of Puerto 

14 Rico, or". 

15 (g) DECLARATION OF ESTIMATED TAX.-Section 58 

16 (a) (relating to declaration of estimated tax by individuals) 

17 is hereby amended by inserting after "Chapter 9 is not 

-18 made applicable" the following: ", but including every a-lien 

19 individual who is a resident of Puerto Rico during the entire 

20 taxable year". 

21 (h) FOREIGN TAX CREDIT.-Paragraphs (2) and (3) 

22 of section 131 (a) (relating to allowance of credit) are 

23 hereby amended to read as follows: 

24 "(2) RESIDENT OF TIM UNITED STATES OR 

25 PUERTO Rico.-IIn the case of a resident of the United 
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States and in the case of a an individual who is a bona 

flde resident of Puerto Rico during the entire taxable 

year, the amomit of aity such taxes paid or accrued 

during the taxable year to any possession of the United 

States; and 

" (3) ALIEN RESIDENT OF THE UNITED STATES OR 

PUERTO Rico.-In the case of an alien resident of the 

United States and in the case of an alien individual 

who is a bona fide resident of Puerto Rico during the 

entire taxable year, the amount of any such taxes paid 

or accrued during the taxable year to any foreign 

country, if the foreign country of which such alien 

resident is a citizen or subject, in imposing such taxes, 

allows a similar credit to citizens of tbe United States 

residing in such country; and". 

(i) COLLECTION OF TAXES IN PUERTO Rico.-Sec

tion 3811 (relating to collection of taxes in Puerto Rico and 

the V~irgin Islands) is hereby amended to read as follows: 

"SEC. 3811. COLLECTION OF TAXES IN PUERTO RICO AND VIR. 

GIN ISLANDS. 

"(a) PUERTO Ri-co.-Notwithstanding any other pro

vision of law respecting taxation in Puerto Rico, all taxes 

imposed by chapter 1, and by subchapters A and D of 

chapter 9, shall be collected under the direction of the Secre

tary and shall be paid into the Treasury of the United States 
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as internal revenue collections. All provisions of the laws 

of the United States applicable to the administration, collec

tion, and enforcement of any tax imposed upon the incomes 

of individuals, estates, and trusts by chapter 1 (including 

the provisions relating to The Tax Court of the United 

States), and of any tax imposed by subchapter A or by sub

chapter D of chapter 9, shall, in respect to such tax, extend 

to and be applicable in Puerto Rico in the same manner and 

to the same extent as if Puerto Rico were a State, and as if 

the term 'United States' when used in a geographical sense 

included Puerto Rico. 

"(b) VIRGIN IsLANDs.-Notwithstanding any other 

prvso flaw respecting taxation in the Virgin Islands, 

all taxes imposed by subchapter E of chapter 1, and by 

subchapter A of chapter 9, shall be collected under the direc

tion of the Secretary and shall be paid into the Treasury of 

the, United States as internal revenue collections. All pro

visions of the laws of the United States applicable to the 

administration,collection, and enforcement of the tax imposed 

by/ subchapter E of chapter 1 (including the provisions re

lating to The Tax Court of the United States), and of any 

tax imposed by subchapter A of chapter 9, shall, in respect 

to such tax, extend to and be applicable in the Virgin Islands 

in the same manner and to the same extent as if the Virgin 
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Islands were a State, and as if the term 'United States' when 

used in a geographical sense included the Virgin Islands. 

"(c) DEFINITION.-As used in this section, the term 

'tax' includes any penalty with respect to the tax, any addi

tion to the tax, and any additional amount with respect to 

the tax, provided for by any law of the United States." 

()TECHNICAL AmENDMENTS.

(1) Section 481 (a) (7) (relating to the definition 

of net earningsfrom self-employment) is hereby amended 

to read as follows: 

"(7) (A) In the case of any taxable year beginning 

before the effective date specified in section 381.0, the 

term 'possession of the United States' when used in 

section 251 with respect to citizens of the United States 

shall include Puerto Rico; 

"(B) In the case of any taxable year beginning on 

or after the effective date specified in section 3810, a 

resident of Puerto Rico shall compute his net earnings 

from self-employment in the same manner as a citizen of 

the United States but without regard to the provisions 

of section 116 (1)." 

(2) Section 211 (a) (7) (relating to the definition 

of net earnings from self-employment) of the Social 

Security Act is hereby amended to read as follows: 
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"(7) (A) In the case of any taxable year beginning 

before the effective date specified in section 219, the term 

'possession of the United States' when used in section 

251L u/ the Internat I Code with respect toiRevenue citt-1 

zens of the United States shall include Puerto Rico; 

"(B) In the case of any taxable year beginning on 

or after the effective date specified in section 219, a resi

dent of Puerto Rico shall compute his net earningsfrom 

self-employment in the same manner as a citizen of the 

United States but without regard to the provisions of 

section 116 (1) of such code." 

-() (k) EFFECTIVE DATE.-The amendments made by 

this section shall be applicable with respect to taxable years 

beginning after December 31, 1950, except that the amend

ments made by subsection (f) shall be applicable with 

respect to wages paid on or after January 1, 1951 and 

except that the amendment made by subsection (i) shall be 

effective on the date of the enactment of this Act. 

SEC. 225. REGULATED IN VESTMENT COMPANIES. 

Effective with respect to taxable years ending after the 

date of the enactment of this Act, section 362 (b) (relating 

to method of taxation of regulated investment companies and 

shareholde'rs) is hereby amended by adding at the end thereof 

the following: 
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Amend the title so as to read: An Act to provide 
revenue, and for other purposes. 

Passed the House of Representatives June 29, 1950. 

Attest: RALPH R. ROBERTS, 

Clerk. 
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AN ACT 
To reduce excise taxes, and for other purposes. 

1 Be it enacted by the Senate and House of Representa

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

3 That (a) SH~ORT TITLE.-This Act, divided into titles and 

4 sections according to the following Table of Contents, mrny 

5 be cited as the "Rlevenue Act of 1950": 
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9 SEC. (114)= 224. RESIDENTS OF PUERTO RICO.


10 (a) INCOME OF INDIVIDUALS FROM SOURCES WITHIN 

11 PUERTO RICO.-Section 251 (d) (relating to income from 

12 sources within possessions of United States) is hereby 

13 amended to read 'as follows': 

14 "(d) DEFINITION.-As used in this section the term 

15 'possession of the United States' does not include the Virgin 

16 Islands of the United States, and such term when used with 

17 respect to citizens of the United States does not include 

18 Puerto Rico." 

19 (b) CITIZENS OF THE UNITED STATES IMSIDING IN 

20 PUERTO Rico.-Section 252- (a) (relating to citizens of 

21 possession's of the United States) is hereby amended by 

22 adding at the end thereof the following new sentence: "This 

23 subsection shall have no application in the case of a citizen of 

24 Puerto Rico."~ 
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1 (c) TAXATION OF INCOME OF RESIDENTS OF PUERTO 

2 Rico.-Section 116 (relating to exclusions fr-om gross in

3 come) is hereby amended by adding at the end thereof the 

nre-Al~1-wing subfsection: 

5 "(1) INCOME FROM SOURCES WITH1IN PUERTO 

6 Rico.

'7 " (1) RESIDENT OF PUERTO RICO FOR ENTIRE 

8 TAXABLI YEAR.-In the case of an individual who is a 

9 bona fide resident of Puerto Rico during the entire tax

10 able year, income derived from sources within Puerto 

11 Rico (except amounts received for services performed 

12 as an employee of the United States or any agency 

13 thereof) ; but such individual shall not be allowed as a 

14 deduction from his gross income any deductions properly 

15 allocable to or chargeable against amounts excluded from 

16 gross income under this paragraph. 

17 "(2) TAXABLE YEAR OF CHANGE oF, RESIDENCE 

18 FROM PUERTO Rico.-In the case of an individual citizen 

19 of the United States, who has been a bona fide resident 

20 of Puerto Rico for a period of at least two years before 

21 the date on which he changes his residence from Puerto 

22 Rico, income derived from sources therein (except 

23 amounts received for services performed as an. em

24 ployee of the United States or anay agency thereof) 

25 which is attributable to that part of such period of 
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1 Puerto Rican residence before such date; but such indi

2 vidual. shall not be allowed as a deduction from his gross 

3 income any deductions properly allocable to or charge

4 able against amounts excluded from gross income under 

5 this paragraph." 

6 (d) ALIENS RESIDING IN PUERTO Rico.-Supplement 

'7 HI (relating to nonresident alien individuals) is hereby 

8 amended by adding at the end thereof the following new 

9 section: 

10 "SEC. 220. ALIEN RESIDENTS OF PUERTO RICO. 

11 "(a) No APPLICATION TO CERTAIN ALIEN RESIDENTS 

12 OF PUERTO Rico.-The provisions of this supplement shall 

13 have no application to an alien individual who is a bona fide 

14 resident of Puerto Rico during the entire taxable year, and 

15 such alien shall be subject to the taxes imposed by sections 

16 1 1 and 12. 

17 " (b) CROSS REFERENCE.-For exclusion from gross 

18 income of income derived from sources within Puerto Rico, 

19 see section 116 (1)(1). 

20 (e) WITUITOLDING ON ALIEN RESIDENTS OF PUERTO 

21 Rico.-Section 143 (a) (1) (relating to withholding of 

22 tax at source on tax-free covenant bonds) and section 143 

23 (b) (relating to withholding of tax at source on dividends, 

24 interest, etc.,- paid to nonresident aliens) are each amended by 

25 adding at the end thereof the following: "As used in this 
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subsection the term 'nonresident alien individual' includes an 

alien resident of Puerto Rico." 

(f) WITHHOLDING OF TAX ON WAGES.

(1) Section 1621 (a) (6) (relating to collection 

of income tax at source on wages) is hereby amended 

to read as follows: 

" (6) for services performed by a nonresident alien 

individual, other than (A) a resident of a contiguous 

country who enters and leaves the United States at 

frequent intervals, or (B) a resident of Puerto Rico 

if such services are performed as an employee of the 

United States or any agency thereof, or". 

(2) Section 1621 (a) (8) (relating to collection 

of income tax at source on wages) is hereby amended by 

striking out subparagraph (B) thereof and inserting 

in lieu thereof the following: 

" (B) for services for an employer (other than the 

'United States or any agency thereof) performed by a 

citizen of the United States within a possession' of the 

'United States (other than Puerto Rico) , if it is rea

sonable to believe that at least 80 per centum of the 

remuneration to be paid to the employee by such em

ployer during the calendar year will be for such services, 

or 

"(0) for services for an employer (other than the 
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1 United States or any agency thereof) performed by a 

2 citizen of the United States within Puerto Rico, if it is 

3 reasonable to believe that during the entire calendar 

4 year the employee will be a bona fide resident of Puerto 

5 Rico, or". 

6 (g) DECLARATION OF ESTIMATED TAX.-Section 58 

7 (a) (relating to declaration of estimated tax by individuals) 

8 is hereby amended by inserting after "Chapter 9 is not 

9 made applicable" the following: ", but including every alien 

10 individual who is a resident of Puerto Rico during the entire 

11 taxable year". 

12 (h) FOREIGN TAX CREDIT.-Paragraphs (2) and (3) 

13 of section 131 (a) (relating to allowance of credit) are 

14 hereby amended to read as follows: 

15 "(2) RESIDENT OF THE UNITED STATES OR 

16 PUERTO RICO.-In the case of a resident of the United 

-17 States and in the case of (1 l)fft an individual who is a 

18 bona fide resident of Puerto Rico during the entire tax

19 able year, the amount of any such taxes paid or accrued 

20 during the taxable year to any possession of the United 

21 States; and 

22 "(3) ALIEN RESIDENT OF THE UNITED STATES OR 

23 PUERTO Rico.-In the case of an alien resident of the 

24 United States and in the case of an alien (116)individ

25 ual who is a bo'na [lde resident of Puerto Rico during the 
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entire taxable year, the amount of any such taxes paid 

or accrued during the taxable year to any foreign 

country, if the foreign country of which such ailien 

resident is a citizen or subject, in imposing such taxes, 

allows a similar credit to citizens of the United States 

residing in such country; and". 

(1-17)(i) COLLECTION OF TAXES IN PUERTOW Rico.-Sec

tion 3811 (relating to collection of taxes in Puerto Rico and 

the Virgin Islands) is hereby amended to read as follows: 

"SEC. 3811. 'COLLECTION OF TAXES IN PUERTO RICO AND VIR

GIN ISLANDS. 

"(a) PUERTo Rwco.-Notwithstanding any other pro

vision of law respecting taxation in Puerto Rico, all taxes 

imposed by chapter 1, and by subchapters A and D of 

chapter 9, shall be collected under the direction of the Secre

tary and shall be paid into the Treasury of the United States 

as internal revenue collections. All provisions of the laws 

of the United States applicable to' the administration, collec

tion, and enforcement of any tax imposed upon the incomes 

of individuals, 'estates, and trusts by chapter 1 '(including 

the provisions relating to The Tax Court of the United 

States), and of any tax imposed by subchapter A or' by sub

chapter D of chapter 9, shall, in respect to such tax, extend 

to and be applicable in Puerto Rico in the same manner and 

to the same extent as if Puerto Rico were a State, and as if 
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the term 'United States' when used in a geographical sense 

included Puerto Rico. 

"(b) VIRGIN ISLANDS.-Notwithstanding any other 

provision of law respecting taxation in the Virgin Islands, 

all taxes imposed by sitbchapter E of chapter 1, and by 

subchapter A of chapter 9, shall be collected under the direc

tion of the Secretary and shall be paid into the Treasury of 

the United States as internal revenue collections. All pro

visions of the laws of the United States applicable to the 

administration,collection, and enforcement of the tax imposed 

by subchapter E of chapter 1 (including the provisions re

lating to The Tax Court of the United States), and of any 

tax imposed by subchapter A of chapter 9, shall, in respect 

to such tax, extend to and be applicable in the Virgin Islands 

in the same manner and to the same extent as if the Virgin 

Islands were a State, and as if the term 'United States' when 

used in a geographical sense included the Virgin Islands. 

"(c) DEFINITION.-As used in this section, the term, 

'tax' includes any penalty with respect to the tax, any addi

tion to the tax, and any additional amount with respect to 

the tax, provided for by any law of the United States." 

(118)(j) TECHNICAL Am-ENDMENTS.

(1) Section 481 (a) (7) (relating to the definition 

of net earningsfrom self-employment) is hereby amended 

to read as follows: 
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"(7) (A) In the case of any taxable year beginning 

before the effective date specified in section 3810, the 

term 'possession of the United States' when used in 

section 2.51 'with 'respect to cztizens of the United States 

shall include Puerto Rico; 

"(B) In the case of any taxable year beginning on 

or after the effective date specified in section 3810, a 

resident of Puerto Rico shall compute his net earnings 

from self-employment in the same manner as a citizen of 

the United States but without regard to the provisions 

of section 116 (1)." 

(2) Section 211 (a) (7) (relating to the definition 

of net earnings from self-employment) of the Social 

Security Act is hereby amended to read as follows: 

"(7) (A) In the case of any taxable year beginning 

before the effective date specified in section 219, the term 

'possession of the United States' when used in section 

251 of the Internal Revenue Code with respect to citi

zens of the United States shall include Puerto Rico; 

"(B) In the case of any taxable year beginning on 

or after the effective date specified in section 219, a resi

dent of Puerto Rico shall compute his net earnings from 

self-employment in the same manner as a citizen of the 

United States but without regard to the provisions of 

section 116 (1) of such code." 
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(1 19)-~4) (k) EFFECTIVE DATE.-The amendments made by 

this section shall be applicable with respect to taxable years 

beginning after December 31, 1950, except that the amend

ments made by subsection (f) shall be applicable with 

respect to wages paid on or after January 1, 1951 (120), and 

except that the amendment made by subsection (i) shall be 

effective on 
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the date of the enactment of this Act. 
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Amend the title so as to read: An Act to provide 
revenue, and for other purposes. 

Passed the House of Representatives June 29, 1950. 

Attest: RALPH R. ROBERTS, 

Clerk. 

Passed the Senate with amendments September 1 (legis

lative day, July 20), 1950. 

Attest: LESLIE L. BIFIFLE, 

Secretary. 
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81ST CONGRESS HOUSE OF REPRESENTATIVES NFo. 12 

REVENUE ACT OF 1950 

SEFPTEM13ER 21, 1950.-Ordered to be printed 

Mr. DOUGHTON, from the committee of conference, submitted the 
following 

CONFERENCE REPORT 

[To accompany H. R. 8920] 

The committee of conference on the disagreeing votes of the two 
H-ouses on the amendments of the Senate to the bill (H. R. 8920) 
to reduce excise taxes, and for other purposes, having met, after full 
and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the Senate recede from its amendments numbered 48, 64, 87, 
99, and 110. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 15, 16, 
17, 18, 19, 20, 21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 32, 33, 34, 35, 36, 
37, 42, 43, 46, 47, 51, 52, 53, 54, 58, 59, 60, 63, 66, 67, 69, 70, 71, 77, 
78, 79, 80, 81, 84, 85, 89, 90, 93, 94, 95, 96, 97, 98, 101, 104, 105, 112, 
115, 116, 117, 118, 119, 120, 123, 124, 125, 126, 127, 128, 129, 130, 
131, 132, 133, 134, 135, 136, 138, 139, 140, 141, 142, 143, 144, 145, 
147, 148, 150, 151, 152, 153, 154, 155, 156, 158, 160, 161, 163, 164, 
165, 166, 167, 168, 169, 170, 171, 172, 173, 174, 175, 176, 177, 178, 
179, 180, 181, 182, 183, 184, 185, 186, 187, 188, and 189 and agree to 
the same. 



32 REVENUJE ACT OF 1950 

Amendment No. 114: This is a clerical amendment. The House 
recedes with an amendment making a change in section number. 

Amendments Nos. 115 and 116: These are clarifying amendments. 
The House recedes. 

Amendment No. 117: This amendment amends section 3811 of the 
internal Revenue Code to extend to Puerto Rico administrative, 
collection, and enforcement provisions considered necessary because 
of the changes made by the bill relating to the income-tax treatment 
of individuals resident in Puerto Rico. The House recedes. 

Amendment No. 118: This amendment makes technical and con
forming changes to section 481 (a) (7) of the Internal Revenue Code 
and to section 211 (a) (7) of the Social Security Act, each of which 
relates to the computation of net earnings from self-employment in 
the case of residents of Puerto Rico. These changes are necessary
because of the changes made by the bill in the tax treatment of resi
dents of Puerto Rico. The House recedes. 

Amendment No. 119: This is a clerical amendment. The House 
recedes. 

Amendment No. 120: This amendment provides that the amend
ment made by Senate amendment No. 117 shall be effective on the 
date of the enactment of the bill. The House recedes. 
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Th1-e SPEAKER. The gentleman from AEDET 
North Carolina [Mr. DouoGHToN] asks 
unanimous consent that the statement of 
the managers on the part of the House* * * * 
be read in lieu of the report. 

is there objection? 	 Section 221. Residents o1 Puerto Rico 
There was no objection. Under the existing interpretation of the


Federal individual income tax law a difference

* * * *exists between the treatment accorded two


different groups of United States citizens 
who are residents of Puerto Rico, those who 
are citizens only by reason of the organic 

Mr. MMLLS. 	 acts establishing the government of Puerto 
Rico and those who are citizens because they 
were born or naturalized in the United 
States. 

Puerto Rican residents who are United

* * * *States,citizens only as a result of the organic


law are taxed by the United States on any 
Income derived from sources In the United 

Mr. Speaker, I insert at this point in States In the same manner as nonresident 
the RECORD a Summary of H. R. 8920, aliens. 
the Revenue Act of 1950, as agreed to by Citizens of the United State~s who are real-
the conferees, which was prepared by det fPet Rico but do not derive their 

thestaf o o In laiaensi frmthe Puerto Rican organicth JontComittethe taf ointComof he itte onIn- law re lsodivided into two groups forl tax 
ternal Revenue Taxation: purposes, depending upon whether or not 
SUaMMARY oF H. R. 8920 As AGREED TO BY THE they are eligible for the special treatment 

CONFEREES 	 provided for income from sources within the

United States possessions uinder section 251

of the code. To be eligible for this treatment

80 percent of the individual's gross inconme


* * * *must be derived from United States pos

sessions and 50 percent of his gross inconse

must be derived from the conduct of a trade

or business within a possession of the United

States either on his own account or as an

employee. These individuals are taxed by

the United States only on income from

sources within the United States. They re

ceive the regular deductions to the extent

that they are allocable to income from sources

within the United States and are subject to

the regular individual income-tax rates, but

receive only a single personal exemption.


Those who do not qualify under section 251 
are taxed by the United States on their in
come from all sources, including Puerto Rico, 
but receive a foreign tax credit on taxes paid 
to Puerto Rico or to any foreign country. 
They receive the ordinary deductions and 
exemptions. 

For the purposes of its own Individual 
Income tax, Puerto Rico does not distinguish 
between those of its residents whose United 
States citizenship depends upon organic la-v 
and those who were born or naturalized in. 
the United States. It taxes their Income 
from all sources, including the United States, 
and allows a tax credit for tax paid to the 
United States or to a foreign country. 

Under section 221 of the bill all United 
States citizens who are bona fide residents 
of Puerto Rico during the entire taxable 
year receive the same tax treatment with 
respect to taxable years beginning after De
cember 31, 1950. They are not tdied under 
the Federal individual income tax with re
spect to any income derived from sources 
within Puerto Rico. The tax is limited to 
income derived from sources outside 1'uerto 
Rico, inecluding Incosne from the United 
States itself. The withholding tax of 30 
percent of gross income will no longer apply 
to residents of Puerto Rico who are citizens 
of the United States only by rtason of organic 
law nor-are they to be deprived of exemptions
and the benieffits of inconse splitting as.uinder 
existing law. 

It has been estimated that this provision
will increase the revenues by $2,500,000 an
nually when fully effective. 
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[CHAPTER 994-21) SESSION]


[H. R. 89201


AN ACT


To provide revenue, and for other purposes.


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That (a) SHORT 
TITLE.-This Act, divided into titles and sections according to the 
following Table of Contents, may be cited as the "Revenue Act of 
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SEC. 221. RESIDENTS OF PUERTO RICO. 
(a) INCOME OF INDIVIDUALS FROM SOUcRCES WiTHIiN PtJERTO Rico,

Section 251 (d) (relating to incQme from sources within possessions 
of United States) is hereby amended to read as follows: 

"1(d) DEFINITION.-As used in this section the term 'possession of 
the United States' does not include the Virgin Islands of the United 
States, and such term when used with respect to citizens of the United 
States does not include Puerto Rico." 

(b) CITIZENS OF THE UNITED STATES RESIDING IN PtrERro Rico,
Section 252 (a) (relating to citizens of possessions of the United 
States) is hereby amended by adding at the end thereof the following 
new sentence: "This subsection shall have no application in the case of 
a citizen of Puerto Rico." 

(c) TAXATION OF INCOME OF RESIDENTS OF PUERTO Rico.-Section 
116 (relating to exclusions from gross income) is hereby amended by 
adding at the end thereof the following new subsection: 

"(1) INCOME FROM SOURCES WITHIN PUERTO RICO.
" (1) RESIDENT oF PUERTO RICO FOR ENTIRE) TAXABLE: YEAR.-In 

the case of an individual who is a bona fide resident of Puerto Rico 
during the entire taxable year, income derived from sources within 
Puerto Rico (except amounts received for services performed as 
an employee of the United States or any agency thereof) ; but such 
individual shall not be allowed as a deduction from his gross 
income any deductions properly allocable to or chargeable against 
amounts excluded from gross income under this paragraph. 
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"(2) TAXABLE YEAR OF CHANGE OF RESIDENCE FROM PUERTO 
iRico.-Ili the case of an individual citizen of the United States, 
who has been a bona fide resident of Puerto Rico for a period of at 
least two years before the date on which he changes his residence 
from Puerto Rico, income derived from sources therein (except 
amounts received for -services performed as an employee of the. 
United States or any agency thereof) which is attributable to 
that part of such period of Puerto Rican residence before such 
date; but such individual shall not be allowed as a deduction from 
his gross income any deductions properly allocable to or charge
able against amounts excluded from gross income under this 
paragraph."

(d) ALIENS RESIDING IN PUERTO Rico.-Supplement H (relating to 
nonresident alien individuals) is hereby amended by adding at the end 
thereof the following new section: 
"SEC. 220. ALIEN RESIDENTS OF PUERTO RICO. 

"(a) No APPLICATION TO CERTAIN ALIEN RESIDENTS OF PUERTO 
Rico.-The provisions of this supplement shall heve no application to 
an alien individual who is a bona fide resident of Puerto Rico during
the entire taxable year, and such alien shall be subject to the taxes 
imposed by sections 11 and. 12. 

" (b) CRoss REFERENCE.-For exclusion from gross income of income 
derived from sources within Puerto Rico, see section 116 (1) (1)."1 

(e) WITHHOLDING ON ALIENRESIDENTS OF PUERTO Rico.-Section 
143 (a) 1)( ~relating to withholding of tax at source on tax-free 
covenant on s) and section 143 (b) (relating to withholding of 
tax at source on dividends, interest, etc., paid to nonresident aliens) 
are each amended by adding at the end thereof the following: "As used 
in this subsection the term 'nonresident alien individual' includes an 
alien resident of Puerto Rico." 

(f) WITHHOLDINGOF TAX ON WAGES.
(1) Section 1621 (a) (6) (relating to collection of income tax 

at source on wages) is hereby amended to read as follows: 
"(6 fo sevics noresdenprfomedby alenindividual, 

othe thn aresden() of cotigouscoutrywhoenters and 
leavs te Uite t fequnt iteralsStaes or(B)a resident 
of i Pert n eployee ofsuhRiosrvics ae prfomedas 

(2)Secion161() reltin tax() tocolecionofincome 
at source on wagesishrb amende by striking out subpara
graph (B) thereof an netng in lIe th ereof the following:

"(B3) for servicesfra employer (other than the United 
States or any agency thereof) performed by a citizen of the 
United States witt in a possession of the United States (other than 
Puerto Rico), if it is reasonable to believe that at Mast 80 per 
centum of the remuneration to be paid to the employee by such 
enmployer during the calendar year will be for such services, or 

t(eC) for services for an employerd (other than the United 
tStaeor~any agency thereof) performe by a citizen of the United 

States within Puerto Rico, if it is reasonable to believe that during
the entire calendar year the employee will be a bona fide resident 
of Puerto Rico, or" 
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(g) DECLARATION or ESTIMATED TAX.-SectiOn 58 (a) (relating to 
declaration of estimated tax by individuals) is hereby amended by 
inserting after "Chapter 9 is not made applicable" the following: 
"~, but including every alien individual who is a resident of Puerto 
Rico during the entire taxable year". 

(h) FOREIGN TAX CREDIT.-Paragraphs (2) and (3) of section 131 
(a) (relating to allowance of credit) are hereby amended to read as 
follows: 

"(2) RESIDENT OF THE UNITED STATES OR PuERTo Rico.-In the 
case of a resident of the United States and in the case of an 
individual who is a bona fide resident of Puerto Rico during the 
entire taxable year, the amount of any such taxes paid or accrued 
during the taxable year to any possession of the United States; 
and 

" (3) ALIIN RESIDENT OF THE UNITrED STATES OR PUERTo Rico.
in the case of an alien resident of the United States and in the 
case of an alien individual who is a bona fide resident of Puerto 
Rico during the entire taxable year, the amount of any such taxes 
paid or accrued during the taxable year to any foreign country, 
if the foreign country of which such alien resident is a citizen 
or subject, in imposing such taxes, allows a similar credit to citi
zens of the United States residing in such country; and". 

(i) COLLEcTioN OF TAXES IN PUERTO Rico.-Section 3811 (relating 
to collection of taxes in Puerto Rico and the Virgin Islands) is hereby 
amended to read as follows: 

"SEC. 3811. COLLECTION OF TAXES IN PUERTO RICO AND VIRGIN 
ISLANDS. 

"(a) Pu~m'ro Rico.-Notwitlistanding any other provision of law 
respecting taxation in Puerto Rico, all taxes imposed by chapter 1, 
and by subchapters A and D of chapter 9, shall be collected under the 
direction of the Secretary and shall be paid into the Treasury of the 
United States as internal revenue collections. All provisions of the 
laws of the United States applicable to the administration, collection, 
and enforcement of any tax imposed upon the incomes of individuals, 
estates, and trusts by chapter 1 (including the provisions relating to 
The Tax Court of the United States), and of any tax imposed by 
subchapter A or by subchapter D of chapter 9, shall, in respect to 
such tax, extend to and be applicable in Puerto Rico in the same 
manner and to the same extent as if Puerto Rico were a State, and 
as if the term 'United States' when used in a geographical sense 
included Puerto Rico. 

"1(b) VIRGIN ISLANDS.-Notwithstandfing any other provision of 
law respecting taxation in the Virgin Islands, all taxes imposed by 
subchapter E of chapter 1, and by subchapter A of chapter 9, shall 
be collected under the direction of the Secretary and shall be paid 
into the Treasury of the United States as internal revenue collections. 
All provisions of the laws of the United States applicable to the 
administration, collection, and enforcement of the tax imposed by 
subchapter E of chapter 1 (including the provisions relating to The 
Tax Court of the United States), and of any tax imposed by sub
chapter A of chapter 9, shall, in respect to such tax, extend to and be 
applicable in the Virgin Islands in the same manner and to the same 
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extent as if the Virgin Islands were a State, and as if the term 'United 
States' when used in a geographical sense included the Virgin Islands. 

"1(c) DEriwrrioN.-As used in this section, the term 'tax' includes 
any penalty with respect to the tax, any addition to the tax, and any 
additional amount with respect to the tax, provided for by any law 
of the United States."

(j) TECHNICAL AmFNDMENTS.
(1) Section 481 (a) (7) (relating to the definition of net earn

ings from self-employment) is hereby amended to read as follows: 
" (7) (A) In the case of any taxale year beginning before the 

effective date specified in section 3810, the term 'possession of the 
United States' when used in section 251 with respect to citizens of 
the United States shall include Puerto Rico; 

"(B) In the case of any taxable year beginning on or after the 
effective date specified in section 3810, a resident of Puerto Rico 
shall compute his net earnings from self-employment in the same 
manner as a citizen of t~he United States but without regard to 
the provisions of section 116 (1)."

(2) Section 211 (a) (7) (relating to the definition of net earn
ings from self-employment) of the Social Security Act is hereby 
amended to read as follows: 

"(7) (A) In the case of any taxable year beginning before the 
effective date specified in section 219, the term 'possession of the 
United States' when used in section 251 of the Internal Revenue 
Code with respect to citizens of the United States shall include 
Puerto Rico; 

"(B) In the case of any taxable year beginning on or after 
the effective date specified in section 219, a resident of Puerto Rico 
shall compute his net earnings from self-employment in the same 
manner as a citizen of the United States but without regard to the 
provisions of section 116 (1) of such code." 

(k)EFmc unvE DATEz.-The amendments made by this section 
shall be applicable with respect to taxable years beginning after 
December 31, 1950, except that the amendments made by subsection 
(f) shall be applicable with respect to wages paid on or after January 
1, 1951, and except that the amendment made by subsection (i) shall 
be effective on the date of the enactment of this Act. 
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Approved September 23, 1950, 3: 15 p. M. 
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