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86TH CONGRESS } HOUSE OF REPRESENTATIVES { REPORT
2d Session No. 1799

SOCIAL SECURITY AMENDMENTS OF 1960

JunE 13, 1960.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

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

REPORT

[To accompany H.R. 12580]

The Committee on Wavs and Means, to whom was referred the bill
(H.R. 12580) to extend and i improve coverage under the Federal old-
age, survivors, and disability insurance system and to remove hard-
ships and inequities, improve the financing of the trust funds, and
provide disability benefits to additional individuals under such
system; to provide grants to States for medical care for aged indi-
viduals of low income; to amend the public assistance and maternal
and child welfare provisions of the Social Security Act; to improve
the unemployment compensation provisions of such act; and for
other purposes, having considered the bill, report favorably thereon
without amendment and recommend that the bill do pass.

I. Scope or THE BILL

The soundness and effectiveness of the programs encompassed in
the Social Security Act are extremely important to every American
family. Your committee believes it has an obligation to determine,
from time to time, whether in a diverse and changing economy these
programs are fulfilling their objectives within a framework of fiscal
and actuarial soundness.

During this Congress your committee has given careful considera-
tion to existing programs under the Social Security Act, and to
changes which have been suggested.

As a result of this review and consideration, your committee is
proposing in this bill a number of 1mprovements in the programs
contained in the Social Security Act, including old-age and survivors
insurance, disability insurance, unemployment compensation, public
assistance. and maternal and child welfare. In addition, the com-

1



2 SOCIAL SECURITY AMENDMENTS OF 1960

mittee is recommending that a new title be added to the Social Security
Act which will initiate a Federal-State grants-in-aid program of
medical services to the low-income aged.

II. SumMARY oF PriNciPAL ProvisioNs OoF THE BILL
A. MEDICAL CARE FOR THE AGED

1. Medical services for the aged (title XVI)

Purpose.—A new title of the Social Security Act would be estab-
lished (title XVI) which would initiate a new Federal-State grants-
in-aid program to help the States assist low-income aged individuals
who need assistance in meeting their medical expenses. Participation
in the program can begin after June 1961, upon the submittal of a
plan which meets the general requirements specified in the bill. This
effective date is necessary in order to give many State legislatures
time to consider and act on a program. Participationin the Federal-
State program will be completely optional with the States, with each
State determining the extent and character of its own program, in-
cluding (within broad limits) standards of eligibility and scope of
benefits. The limits of Federal participation are discussed later in
this report. .

- Eligibility.—Persons 65 years of age and over, whose income and
resources—taking into account their other living requirements as
determined by a State—are insufficient to meet the cost of their
medical services, will be eligible under the program. Persons eligible
to participate under this program will not inc%ude those persons par-
ticipating under the other Federal-State public assistance program.

Scope of benefits.—The scope of medical benefits and services pro-
vided will be determined by the States. The Federal Government,
however, will participate under the matching formula in any program
which provides any or all of the following services (where limits are
applicable they are specified), provided both institutional and non-
institutional services are available:

(A) Inpatient hospital services up to 120 days per year;
(B) Skilled nursing-home services;

(C) Physicians’ services;

(D) Outpatient hospital services;

(E) Organized home care services;

(F) Private duty nursing services;

(G) Therapeutic services;

(H) Major dental treatment;

(I) Laboratory and X-ray services up to $200 per year;
(J) Prescribed drugs up to $200 per year.

Federal matching.—The Federal Government will provide funds for
payments for medical benefits under an approved State plan in
accordance with an equalization formula under which the Federal
share will be between 50 percent and 65 percent of the costs depend-
ing upon the per capita income of the State. This is the same match-
ing formula which applies now on that part of the average old-age
assistance payments between $30 and $65 a month. A State’s pro-
gram under the new title cannot be more liberal than the medical
program under the State’s old-age assistance program, and there can
be no riaduction in existing public assistance programs to finance this
new title.
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The payments under this program will be made directly to providers
of the medical services.

Number of persons affected and cost.—Under this new title State
plans (with Federal matching funds) could provide potential protec-
tion to as many as 10 million persons age 65 and over whose financial
resources are such that if they have extensive medical expenses, they
will qualify. KEach year an estimated one-half to 1 million persons
among these 10 million become ill and require medical services such
as are provided under this title.

An estimated $325 million in medical services will be provided in a
full year of operation, after the States have had opportunity to develop
these programs. The estimated Federal share is $165 million and the
estimated State share is $160 million. (See table A in part III for
State-by-State breakdown.)

2. Improvement of medical care for old-age assistance recipients

Contingent upon a showing of a significant improvement in their
medical payment programs for old-age assistance recipients, States
would get somewhat more favorable Federal matching, effective
October 1960, for additional expenditures up to an average of $5 per
recipient in medical payments. Over 2 million persons could be
affected by this change. The cost in a full year of operation would
total $16 million in additional medical payments. This would repre-
sent about $10% million to the Federal Government and about $5%
million to the States.

As recommended by the Advisory Council on Public Assistance,
appointed pursuant to the Social Security Amendments of 1958, the
bill instructs the Secretary of Health, Education, and Welfare to
develop guides or recommended standards for the information of the
States as to the level, content, and quality of medical care for the
public assistance medical programs. He would also prepare such
guides and standards for use in the new programs of medical services
for the low-income aged.

B. THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE (OASDI)
PROVISIONS

1. The disability insurance program

(@) Removal of age 50 eligibility requirement.—An estimated 250,000
people—disabled insured workers under age 50 and their dependents—
would qualify for benefits for the second month following the month
of enactment of the bill through removal of the age 50 qualification
for benefits in present law.

(b) Trial work period.—The bill would strengthen the rehabilitation
aspects of the disability program by providing a 12-month period of
trial work, during which benefits are continued for all disabled workers
who attempt to return to work, rather than limiting this trial work
period to those under the formal Federal-State vocational rehabilita-
tion plan, as in existing law. , '

(¢) Waiting period.—The bill would provide that the disabled
worker who regains his ability to work and then within 5 years again
becomes disabled will not be required to wait through a second
6-month waiting period before his benefits will be resumed, as is now
required.
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2. Insured status requirement

The bill would liberalize the insured status requirement by making
eligible for benefits persons who have one quarter of coverage for every
four calendar quarters elapsing after 1950 (or age 21) and before re-
tirement age (65 for men, 62 for women), disability or death. Present
law requires one quarter of coverage for each two quarters so elapsing.
(No change would be made in the requirement that a person must
have a minimum of 6 quarters of coverage or the provision giving
permanent insured status to persons with 40 quarters of coverage.)
The change makes the requirement in the short run comparable to
that which will prevail in the long run (permanent insured status
with 40 quarters of coverage in a working life). For example, a per-
son reaching retirement age this vear would need to have only 9
quarters of coverage to be insured, whereas under present law, he
would need 18 or 19 quarters of coverage. About 600,000 people—
workers, dependents, and survivors—would be eligible for benefits the
month after the month of enactment as a result of this change.

3. Improved benefit protection for dependents and survivors of insured
workers—uwives, widows, children, husbands, and widowers

The committee’s bill would increase the benefits payable to children
in certain cases and would provide benefits for certain wives, widows,
widowers, and children of insured workers who are not now eligible
for benefits. Other than as noted below, these changes would be
effective for benefits for the month following the month of enactment.

(@) Survivors of workers who died before 1940 —Survivors of workers
who died before 1940, and who had at least six quarters of coverage,
would qualify for benefit payments. About 25,000 people, most of
them widows aged 75 or over, would be made eligible for benefits for
the first time by this change.

(b) Increase in children’s benefits.—The benefits payable to the
children of deceased workers, which now can be somewhat less than
75 percent of the worker’s benefit depending on the number of children
in the family, would be made 75 percent for all children, subject to
the family maximum of $254 a month, or 80 percent of the worker’s
average monthly wage if less. About 400,000 children would get
some increase in benefits as a result of this change, effective for bene-
fits for the third month after the month of enactment.

(¢) Other changes affecting wives, widows, children, husbands, and
widowers.—Certain dependents and survivors of insured workers
would also benefit by provisions included in the bill which (1) authorize
benefits on the basis of certain invalid ceremonial marriages contracted
in good faith; (2) reduce from 3 years to 1 year the period required

! for marriage for a wife, husband, or stepchild of a retired or disabled

worker to qualify for benefits; and (3) assure continuation of a child’s
right to a benefit based on the wage record of his father, which is

now voided if a stepfather was supporting him at the time his father
died or retired.

4. Increased coverage

The coverage of the program would be extended to about 300,000
additional people—self-employed physicians, domestic workers earn-
ing at least $25 but not as much as $50 in a calendar quarter from a
single employer, parents who work for their sons and daughters in a
trade or business, workers in Guam and American Samoa, American
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citizens employed in the United States by foreign governments and
international organizations, and certain policemen and firemen under
retirement systems in Virginia.

Another opportunity would be provided for an estimated 60,000
ministers to be covered under the program. If the States take advan-
tage of the opportunity offered them, nearly 2} million employees of
State and local governments could obtain coverage for certain past
years on a retroactive basis. Other provisions would facilitate cover-
age for some of the noncovered people employed in positions covered
by State or local retirement systems and for the 100,000 noncovered
employees of certain nonprofit organizations.

§. Investment of the trust funds

The bill would make certain changes in the investment provisions
relating to the Federal Old-Age and Survivors Insurance Trust Fund
and Federal Disability Insurance Trust Fund so as to make interest
earnings on the Government obligations held by the trust funds more
nearly equivalent to the rate of return being received by people who
buy Government obligations in the open market.

These changes would make for more equitable treatment of the
trust funds and are generally in line with the recommendations of
the Advisory Council on Social Security Financing.

6. Technical and minor substantive changes

The bill would provide a number of amendments of a technical
nature. These provisions will correct several technical flaws in the
law, make for more equitable treatment of people, and simplify and
improve the operation of the program.

7. Financing of the bill and actuarial status of the trust funds
These improvements provided under your committee’s bill in the
old-age, survivors, and disability insurance program will not necessi-
tate an increase in social security taxes to keep the program actuar-
ially sound. Both trust funds will remain in approximate actuarial
balance. A detailed actuarial analysis is set forth in part V of this
report.
C. THE MATERNAL AND CHILD WELFARE PROGRAMS

The bill would provide that the authorization for annual appropria-
tions for the maternal and child health services program be increased
from $21.5 million to $25 million; the services for crippled children
program from $20 million to $25 million; and the child welfare program
from $17 million to $20 million. A new authorization for research and
demonstration projects in the child welfare services program permits
grants to public and other nonprofit institutions and agencies for this
purpose.

D. THE UNEMPLOYMENT COMPENSATION PROGRAM

Your committee’s bill contains provisions to improve and extend
the existing Federal-State program of employment security.

Title V (1) raises the net Federal unemployment tax (the tax that
may not be offset by a credit for taxes paid under a State program)
from three-tenths to four-tenths of 1 percent on the first $3,000 of
covered wages; (2) provides that the proceeds of this higher Federal
tax after covering the administrative expenses of the employment
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security program will be available to build up a larger fund for
advances to States whose reserves have been depleted; (3) makes
additional improvements in the arrangements for administrative
financing; and (4) improves the operation of the Federal unemploy-
ment account by tightening the conditions pertaining to eligibility for
and repayment of advances.

Title V also extends the coverage of the unemployment compensa-
tion programs to several groups not presently covered. It is estimated
that from 60,000 to 70,000 additional employees would be brought
under the unemployment compensation system by this extension.

Title V, in addition, provides that Puerto Rico will be treated as
a State for the purposes of the unemployment compensation program.

III. GEnErAL DiscussioN oF MEebpicaL CAre PRrovISIONS

Your committee has given careful consideration to the subject of
medical care for the aged. This has included not only public hearings
on certain health care proposals which have been advanced, but also
study and consideration in executive session of a great deal of infor-
mation which has been brought to the attention of the committee.
As a result, your committee is cognizant of many problems which
exist in the area of health care for the aged. Your committee is also
cognizant of difficulties attendant upon various approaches which
have been advanced.

As a result, your committee has designed a Federal-State program,
based upon historic principles of Federal-State cooperation.

The medical care proposal in your committee’s bill would create a
new program designed to assist aged persons who are not eligible for
public assistance but do not have the means to pay their medical bills
when illness occurs or continues. It accomplishes this objective
within the framework of a Federal-State program with broad discre-
tion allowed to the States as to the programs they will institute and
administer in meeting the health needs of this aged group.

In addition, your committee’s bill includes provisions that are de-
signed to provide the States with an additional incentive to improve
their medical care programs for old-age assistance recipients.

A. MEDICAL SERVICES FOR THE AGED

Under the provisions of the new title XVI, a State desiring to
establish a program for assisting low income individuals in meeting
their medical expenses would submit a plan which, if found by the
Secretary of Health, Education, and Welfare to fulfill the require-
ments specified in this title, would be approved for Federal matching.
A number of the plan requirements are substantially the same as those
in the present public assistance titles. Other plan requirements are
directed specifically to accomplishing the purposes of the new title,
to assist aged persons who are able to meet their expenses other than
their medical needs.

A State would have broad latitude in determining eligibility for
benefits under the program as well as the scope and nature of the
services to be provided within the limitations prescribed. Thus, each
State would determine the tests for eligibility and the medical services
to be provided under the State program within the limitations de-
scribed below. Federal financial participation would be governed by
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the establishment of an approved plan subject to the criteria and
limitations prescribed in the law.
1. Eligibility :
Benefits under a State program may be provided only for persons
65 years of age or over to the extent they are unable to pay the cost
of their medical expenses and meet their other living requirements
as determined by the State. Under this title, it will be possible for
States to provide medical services to individuals who are found to
be in need on the basis of an eligibility requirement that is more
liberal than that in effect for the State’s public assistance programs.
This is based on the grounds that an aged individual who has adjusted
his living standard to a low income, but who still has income and
resources above the level applicable for old-age assistance, might be
unable to deal with his medical expenses. = Your committee intends
that States should set reasonable outer limits on the resources an
individual may hold and still be found eligible for medical services.
Individuals who are recipients of public assistance in any month
would not be eligible for participation in the new title in that month.

2. Services provided

Medical services eligible for Federal participation are defined in the
new title to include, when determined by a physician to be medically
necessary, inpatient hospital services with Federal participation in the
costs for 120 days in a benefit year; skilled nursing-home services;
physicians’ services; outpatient hospital services; organized home-
care services; private duty nursing services; therapeutic services;
major dental treatment; laboratory and X-ray services with Federal
participation in the costs up to $200 in a benefit year; and prescribed
drugs with Federal participation in the costs up to $200 in a benefit
year.

A State may include under its program any or all of these services;
except that the State program may not be confined to hospital and
nursing-home care since to be approved under the new title XVI
the State plan must provide for both institutional and noninstitu-
tional services. If the State program provides for other medical
services than those provided specifically under section 1606, no
Federal matching will be available with respect to the cost of these
other services.

Persons in mental and tuberculosis hospitals will not be eligible for
medical assistance with Federal sharing (a provision comparable to
that which is now in titles I (old-age assistance), X (aid to the blind),
and XIV (aid to the permanently and totally disabled)). It is
provided that Federal matching funds will be available for State
expenditures for an individual who is a patient in a general hospital
as a result of a diagnosis of tuberculosis or psychosis for a period up
to 42 days. Title I (old-age assistance) is also amended so as to
permit medical assistance for up to 42 days in a general hospital as
a result of a diagnosis of tuberculosis or mental disease. This will
provide the same treatment in both programs.

3. Plan requirements

Although the requirements for the approval of a State plan are
generally comparable to those in the public assistance titles of the
ocial Security Act, your committee concluded that some changes
are needed to carry out the intent of this new title. '
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A State would not be permitted to impose a lien on the property of
a recipient during his lifetime. However, the bill would permit the
recovery from an individual’s estate after the death of his spouse if
one survives him. This provision was inserted in order to protect the
individual and his spouse from the loss of their property, usually the
home, during their lifetime. Your committee concluded also that in
order to meet the practicalities of providing an effective medical
benefit program for this low income group, a State should not be per-
mitted to have as an eligibility requirement a durational residence
requirement which excludes any individual who resides in the State.
An enrollment fee for recipients would not be permitted.

Your committee was concerned that the efforts States make to
develop a program under the new title should not result in any
reduction in the level of assistance provided under the four federally
aided public assistance programs. These public assistance recipients
are the most needy. To give assurance that funds now available to
meet their needs are not diverted by the States to help finance the
new program, the Secretary is directed, in the new title XVI, not to
approve any State plan unless it has been established to his satisfac-
tion that the State will not finance the new plan through a reduction in
any of the four assistance programs. This is a continuing requirement.

To insure that the most needy—those qualified under title I (old-
age assistance)—are provided medical benefits at least equal to the
less needy aged qualified under title XVI, your committee has in-
cluded in the bill a provision requiring ‘the Secretary, before he
approves a plan under new title XVI, to make certain that the pro-
vision for medical care under the State’s old age assistance plan is in
all respects at least as broad and comprehensive as the State is pro-
posing under title XVI.

Titles I (old-age assistance), X (aid to the blind), and XIV (aid
to the permanently and totally disabled) contain a plan requirement
to the effect that the State, if its plan includes assistance to persons in
institutions, must have a State authority or authorities to establish
and maintain standards for such institutions. A comparable provi-
sion has been inserted in title XVI, applicable specifically to hospitals
and skilled nursing homes undertakmg to provide services under the
State plan and also to public and nonprofit agencies undertaking to
provide organized home care services.

4. Financing

The Federal Government will share with the States in the cost of
the program under new title XVI in accordance with the matching
formula prescribed by the bill. The Federal share of the cost will be
determined in the same manner as now provided for the portion of
the old-age assistance payments between $30 and $65 per month:
that is, the Federal share will range from 50 to 65 percent, depending
upon the per capita income of the State as related to the national
average. There is no maximum upon the dollar amount of Federal
participation in the new program, although there are limitations on
number of days and dollar amounts referred to above on inpatient
hospital services, laboratory and X-ray services and prescribed drugs.
Appropriation requlrements therefore, would depend upon the pro-
grams developed by the States, as is now true in the case of the other
public assistance titles. Thus the total cost would depend upon the
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scope of services offered and. the number of persons found eligible by
the States under the respective State plans.

- The Federal Government will participate in the cost of administer-
ing these programs on a dollar-for-dollar basis, as is now true in the
case of the four public assistance programs. ‘

Your committee, in recognition. o? the fact that States will need
time to develop plans for the new program and that such planning
will involve additional costs to the States, has set the effective date
for the new program as July 1, 1961. This will afford time for the
majority of State legislatures to meet and give consideration to the
requirements for participation in the event the State desires to under-
take a program. In the meantime, planning grants will be available
to States over a 2-year period. Such Federal grants to any State
may not exceed 50 percent of costs of planning with the further limi-
tation that aggregate payments to a State may not exceed $50,000.

B. IMPROVEMENT OF MEDICAL CARE FOR OLD-AGE ASSISTANCE
RECIPIENTS

In order to further encourage the States, particularly those which
have made but limited efforts in the medical area, to increase their
effort, the bill includes a provision giving each State an additional
amount of Federal funds for old-age assistance where its expenditures
are increased through vendor payments for medical care. This would
be accomplished by an increase of 5 percentage points in the Federal
share of the additional expenditures up to an average of $5 a month
per recipient. The effect of this provision 1s to increase the Federal
share of the additional expenditures, within the Federal matching
(average) maximum of $65 per month, from a maximum of 65 to 70
percent in the lowest income States. The highest income States, in
making up to the $5 average expenditure in accordance with the pro-
visions of the bill, would have an increase from 50 to 55 percent in
Federal sharing on such additional expenditures within the $65 Fed-
eral matching maximum. (Above the $65 per month maximum on
the average payment, the Federal share would be 5 percent of the
additional amount up to $5.) The additional Federal funds would
become available for the quarter beginning October 1, 1960. '

As previously noted, the medical provisions of a State plan ap-
proved under title I must be at least as broad as those of the State
plan approved under title XVI. States with no medical care plan in
their old-age assistance program, accordingly, will need to develop
such a plan before they can have a plan approved under title XVI.
The incentive provisions contained in the bill are intended to encour-
age this development.

Medical care guides and reports

As indicated earlier, the bill (sec. 705) instructs the Secretary :df
Health, Education, and We!fare to develop guides or recommended
standards as to the level, content, and quality of medical care far the
use of the States in evaluating and improving their public assistance
medical care programs and their title XVI programs. The Secretary
is also required to secure periodic reports-from the States on items in-
cluded in, and quantity of, medical care for which expenditures are
 made under these programs. -
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While this section is of a continuing nature, your committee re-
quests the Secretary to submit to the Congress, by March 15, 1962,
a report as to the information obtained, the steps taken, and the
grogress made by that time in carrying out the purposes of this section.

uch reports shall also indicate whether tha States have utilized the
additional funds made available by the Social Security Amendments
of 1960 to extend and improve their medical program for needy
individuals and the Secretary’s recommendations for obtaining the
proper level, content, and quality of medical care in those States
which he feels have not done so.

C. COST ESTIMATES OF MEDICAL PROVISIONS (STATE-BY-STATE BREAK-
DOWN)

The new title XVI cost estimates

Total Federal and State expenditures under the new title X VT will
of course depend upon a number of factors. For example, actual Fed-
eral and State expenditures under title XVI will, in the long run,
depend on the number of people found to be eligible and on the kind
and volume of medical services that will be provided under the plans
to be developed by the States. In the near future a very important
factor in estimating costs will be the timing involved in the adoption
and development of these plans by the various States.

The estimates shown in table A were prepared by the Department
of Health, Education, and Welfare on the basis of what the experience
might be in the first full year of operation if all States developed plans
and put them into full effect. Because of the obvious difficulties in
estimating what the experience will be in each State under the flexible
plans that can be developed under the provisions of proposed title XVI
and in projecting exactly when each State will take the necessary ac-
tion and begin operations, it should be understood that the figures in
the table as to what the expenditures would be in individual States
of necessity may vary considerably from what may be actual results.
The estimates are based on assumptions related to objective factors
for each State such as per capita income, existing medical services
under old-age assistance, number of persons aged 65 and over, and
number of recipients of old-age assistance.

Cost estimates under old-age assistance amendments

"In developing the estimates of the cost of improvement in existing -
medical services and additional services and programs under the old-
age assistance program, shown in table A, it was not possible to esti-
mate precisely just which States will increase their expenditures and
by what amount. It was assumed that States with average monthly
old-age assistance payments of less than $65 would improve their med-
ical services by an average of $1.25 per recipient per month and that
States with average monthly old-age assistance payments of $65 or
more would as a group make a change in total expenditures of roughly
half that amount. Accordingly, individual figures for the latter group
of States are not shown because it is difficult to tell which of the States
will improve their programs and which will not. Because the actual
increase in expenditures in any individual State is a matter for State
decision and action, the estimates may be wide of the mark for individ-
nal States and yet be reasonably reliable for the country as a whole.
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TABLE A

11

Estimated annual costs under proposed medical services for the aged (title X VI) pro-
gram and for improvement in medical services under the old-age assistance program

{All figures in thousands]

Medical services for

Additional QA A med-

Additional costs—

the aged (title XVI) | ical costs in H.R. 12580 both programs
State
Federal | State and Federal | State and Federal | State and
cost local cost cost local cost cost local cost

United States_......__-- $165, 450 $159, 550 1§10, 623 185 411 | 1$176,073 1 $164, 961
Alabama. e e 39 21 1, 044 447 1,083 468
Alaska - 1 1 9 13 10 14
Arizon@a. o oae. 13 7 143 67 156 74
Arkansas. e 29 16 586 251 615 267
California...- oo coeoceeeeon 7, 956 7, 956 (O] 7,956 7,956
ColoradOa e e comeemea oo 47 415 O] 1 477 415
Connecticut - . ..___. 7,992 7,992 ) 7,992. 7,992
elaware__ . ___..______.. 38 38 11 9 49 47
District of Columbia._...____. 144 144 26 21 170 165
Florida. . _a_. 386 260 681 372 1,067 632
Georgia o oo 15 '8 1, 027 440 1,042 448
Hawaii_ . . 59 59 12 10 71 69
Idaho. e 36 20 ()] 1) 36 20
TINOIS o oo 19, 008 19, 008 O] " 19, 008 19, 008
Indiana_ . ___.__ 6, 699 6, 699 235 193 6,934 6, 892
JOW . e 241 140 1) O] 241 140
Kansas. oo _o___. 1,684 1, 086 ) 1) 1,684 1,086
KentucKy .o oo cceeaoo 16 9 598 256 614 265
Louisiana____ .. _____.___. 141 76 O} [O) 141 76
Maine. ... 488 262 124 56 612 318
Maryland. . ... 1, 196 1,196 79 65 1,275 1,261
Massachusetts._ ... ... 14, 077 14,077 (O] (O] 14,077 14,077
Michigan_ .. ________ 3,227 3,227 1) 1) 3,227 3,227
Minnesota._. . __._____. 4,999 3,536 ) 0] 4,999 3,536
MisSiSSipPicccacacmcamcocccat 6 4 752 456 758 460
MiSSOUriae oo aca e 567 494 1,035 737 1,602 1,231
Montana. . .coaeocoooo .. 35 30 61 45 96 75
Nebraska 1,455 840 ® O] 1,455 840
Nevada.. o cocomicccacanes 62 62 O] 1) 62 62
New Hampshire.... ... 1, 264 918 ) ") 1, 264 918
New Jersey. o eocuaccammcaaaoe 14,624 14,624 O] 1) 14,624 14,624
New Mexico. oo coooomamoo 10 5 (O] ) 10 5
New York. e veccmeaes 50, 885 50, 885 ) ) 50, 885 50, 885
North Carolina. ___._._...._. 95 51 519 223 614 274
North Dakota. _.___.___._____ 314 169 (0] M 314 169
(0] 114 TR 5, 501 5, 501 1) (O] 5, 501 5, 501
Oklahoma._ - 102 55 ™ ® 102 55
Oregon . _. 3,101 2,797 ) 1) 3,101 2,797
Pennsylvan 4,655 4,655 ) O] 4,655 4,655
Rhode Island - 1,355 1,355 1) ® 1,355 1,355
South Carolin: - 6 349 149 355 153
South Dakota 8 4 96 41 104 45
Tennessee - - - owooccocamomooaoe 23 13 589 252 612 265
TeX8Se o cccrcmccccccccmeee 161 102 2,218 1,124 2,379 1,226
Utah oo 39 21 m (O] 39 21
Vermont. ..o oo wcomeoooo 55 29 61 26 116 55
irginia_ __ . . 679 364 158 68 837 432
Washington __ ... coeuuo. 4,718 4,718 O] m 4,718 4,718
West Virginia_ . eooocooooo. 144 78 210 90 354 168
‘Wisconsin. - - oo oo oo 6, 552 5, 448 O] m 6, 552 5,448
Wyoming. oo oo 73 71 ) O] 73 71

1 These States now have average monthly payment in excess of $65 so that any improvement in medical
care under the OA A program would involve Federal matching of only 5 percent. Although some of these
States may, nevertheless, make such improvements, it is not possible to estitnate which ones will do so.
At most, the total improvement is estimated to amount to $10 million per year, ot which $500,000 would
be Federal funds (these figures are not included in the U.S. totals).

NoTE.—It is assumed that States with average monthly payments of less than $65 will improve their

medical services for OA A recipients by an average of $1.25 per capita.

Because of the many variations

possible in State plans and participation, the above figures should not be considered to be as precise as they

appear to

be.

" Source: Department of the Health, Education, and Welfare.
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IV. GENERAL DiscussioNn oF THE OLp-AGE, SURVIVORS, AND Dis-
ABILITY INSURANCE PRoOvVISIONS

A. IMPROVING THE DISABILITY PROVISIONS OF THE PROGRAM

In providing cash benefit protection in 1956 to workers against the
contingency of retirement because of severe disability, your committee
designed a conservative program. At that time it was believed
prudent to move cautiously because of the limited experience under
the disability ‘freeze” provision (waiver of premium) which was
passed in 1954 and the lack of definitive information on the costs of
disability benefits. With more operating experience, your committee,
recommended and the Congress approved the pavment of benefits to
dependents of disabled workers in 1958, thus eliminating this distinc-
tion between the disability insurance programn and the retirement and
SUrvivor insurance programs.

Your committee’s present proposals take into account the addi-
tional administrative experience gained since 1958 and the findings
of the recent study of all aspects of the disability program by the
Subcommittee on the Administration of the Social Security Laws.
As noted elsewhere in this report, the latest cost estimates show an
actuarial surplus in the disability insurance trust fund. The changes
recommended in your committee’s bill can be made and the disability
fund will still be 1n actuarial balance without a change in the tax rate.

1. Benefits for disabled workers under age 50 and their families

Under present law the disability ‘“freeze’’ is applicable to disabled
workers at any age but disability benefits are payable only to workers
between the age of 50 and 65 and their dependents. Although the
age 50 restriction was appropriate as part of the conservative approach
used when disability benefits were first provided, your committee
believes that sufficient experience has now been gained with the ad-
ministration of the program to warrant the elimination of the age 50
requirement as we are recomniending.

An estimated 125,000 disabled workers and an equal number of
their dependents would qualify for benefits iinmediately upon removal
of the age 50 restriction.

The need of younger disabled workers and their families for dis-
ability protection is, in some respects, greater than that of older
workers. They are more likely to have families dependent upon
them than is the case with respect to workers aged 50 and over.
Many who would be eligible for disability benefits except for the age
limitation are now receiving payments under the public assistance
programs. With insurance benefits available to them and their
dependents, some of these individuals would be no longer need assist-
ance payments. As a result, the first-year saving in public assistance
funds 1s estimated at $28 million and 1t is expected that more would
be saved in later years.” More important, as time goes on fewer
people who become disabled before age 50 will need to have recourse
to assistance. Benefits through the insurance program will be based
on the person’s work and earnings and paid without investigation of
his financial situation.

2. Trial period of work for disability beneficiaries

Under present law disabled persons who return to work pursuant to
a State-approved vocational rehabilitation plan may continue to draw
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benefits for as many as ¥2 months even though they are engaged in
work activity which is-such that, without this provision; they weuld
have their benefits terminated. Your committee’s bill would broaden
this provision so that disability béneficiaries who work under other
rehabilitation plans—such as programs conducted by the Veterans’
Administration,. State mental and tuberculosis hespitals, sheltered
workshops, and insurance companies—or are rehabilitating them-
selves, would also be allowed a similar trial work period during which
their benefits would be continued. - Your committee’s bill. would. thus
eliminate the distinction in existing law between persons who are
undergoing rehabilitation under State-approved plans and those who
are rehabilitating themselves or being. rehabilitated under other
programs. :

Your committee believes that the broadening of the trial work
period will be an incentive to greater rehabilitation efforts.

Under the trial-work provision of your committee’s bill, a disability
beneficiary could perform services in each of 12 months, so long as he
does not medically recover from his disability, before his benefits
would be terminated as a result of such services. After 9 months
of the trial period, however, any services he performed during the
period would be considered in determining whether he has demon-
strated an ability to engage in substantial gainful activity. If he
demonstrates such ability, 3 months later his benefits would be ter-
minated. Your committee intends that any month in which a disabled
person works for gain, or does work of a nature generally performed
for gain, be courited as a month of trial work. Thus the services
rendered in a month need not constitute substantial gainful activity
in order for the month to be counted as part of a trial-work effort.
Work performed, for example, under sheltered workshop conditions
would count, but only if it 1s work of a type for which remuneration
is to be expected—that is, if it is not performed merely as a therapeutic
measure or purely as a matter of training. Work usually performed
by a person in daily routine around the home or in self-care would
not be counted for purposes of this provision.

The bill also provides a continuation of benefits for 3 months for
any person, irrespective of attempts to work, whose medical condition
improves to the extent that he is no longer disabled within the meaning
of the law. A person who recovers from his disability, especially
if he has spent a long period in a hospital or sanitarium, may require
bencefits for a brief interval during which he is becoming self-supporting.

3. Modification of the requirement for a waiting period for benefits for
persons whose disabilities recur

Under present law, a disabled worker cannot receive disability
insurance benefits until after his disability has continued through a
waiting period of 6 months. Your committee’s bill provides that a
person whose disability recurs relatively soon after the termination of
a prior period of disability will not be required to undergo another
waiting period before benefits can be paid. This will encourage dis-
abled persons to return to work even though there may be question
as to whether their work attempts will be successful. .

Most disability insurance beneficiaries who return to work do so
despite severe impairments. Where a disabled person becomes em-
ployed without any improvement of his condition, a more or less slight

56490—60——2
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change in his situation can result in the loss of his job and make him
once again eligible for disability insurance benefits. Other disabled
persons, whose medical conditions may improve sufficiently to require
termination of benefits, may subsequently grow worse again and
become reentitled to benefits. A new 6-month qualifying period
during which they receive neither earnings nor benefits imposes a
hardship on them and their families, and may be a real bar to any
further work attempts.

The bill provides that people who become disabled within 5 years
after termination of a period of disability would not be required to
serve another 6-month waiting period before they are again eligible
to receive disability benefits. The 5-year period is intended to restrict
the group aided to those for whom it is reasonable to assume that the
second disability is the same as or related to the first disability.

4. Alternative work requirements for disability protection

Under present law, to qualify for disability benefits or the disability
freeze a disabled worker must be fully insured and must have 20
quarters of coverage out of the 40 calendar quarters ending with the
quarter in which he meets the definition of disability. These require-
ments are designed to limit disability protection to persons whose
coverage has been long enough and recent enough to indicate that they
have been dependent upon their earnings.

It has come to your committee’s attention that some few people
who have worked long periods in employment or self-employment
that is now covered under the old-age, survivors, and disability insur-
ance program and who have had covered work immediately preceding
their disablement are not able to meet the work requirements for
disability protection because a substantial part of their quarters of
coverage occurred more than 10 years before the onset of their dis-
ability. To alleviate this problem your committee is recommending
that a disabled worker who cannot meet the disability work require-
ments under present law should be deemed to have met those re-
quirements if he had a total of at least 20 quarters of coverage and
if he had quarters of coverage in all calendar quarters elapsing after
1950 up to the quarter of disablement, provided that there were no
fewer than 6 quarters so elapsing. Those who would benefit under
this alternative work requirement would still have to meet the same
requirements for duration of employment as under present law—20
quarters of coverage. The alternative requirement would have no
effect for workers who became disabled after 1955.

B. LIBERALIZATION OF THE INSURED STATUS REQUIREMENTS FOR
PEOPLE NOW APPROACHING RETIREMENT AGE

A person acquires a permanent fully insured status for old-age and
survivors insurance benefits with 40 quarters of coverage, the equiv-
alent of 10 years of work. This means, in effect, that a worker -who
was young when the program started or a young worker who began
working after that date will need about 1 year of work for every
4 years elapsing after age 21 (10 years of coverage out of a possible
40 years or more in a usual working lifetime) in order to be insured
at retirement age. On the other hand, workers who were old when
the program began or when coverage was extended to their jobs must

have one quarter of coverage for each 2 quarters elapsing after 1950
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and before the quarter of retirement age or death. Workers who
will attain age 65 in the first quarter of 1961, for example, will need
to have worked in covered employment or self-employment for 5 years
in order to be eligible for benefits. The insured status requirement
is-even stricter for people whose jobs were first covered by the social
security amendments enacted in 1954 and 1956. People whose cover-
age began in 1955 and who will attain age 65 in the first quarter of
1961, for example, must have 5 years of covered work out of the 6 years
since their jobs were first covered.

Your committee recommends that the requirements for fully insured
status be changed so that a person would need one quarter of coverage
for every 4 calendar quarters elapsing after 1950 (or after the year 1n
which he attained the age of 21, if that was later) and before the
beginning of the year in which he reached retirement age or died or
became disabled, instead of one quarter of coverage for every 2 cal-
endar quarters elapsing, as required under present law. (The mini-
mum requirement of 6 quarters of coverage would be retained.) The
change would make the short-run requirement for fully insured status
(one quarter of coverage for each four quarters after 1950) comparable
to the long-term requirements (10 years out of an approximately 40-
year working life). '

As a result of the amendment about 600,000 people—older workers,
‘dependents, and survivors—would be able to qualify for benefits im-
mediately, and by January 1, 1966, about 1.4 million people who
would not otherwise be eligible for benefits would be able to qualify.
The amendment would be of particular importance to the 600,000
people whose jobs would be covered for the first time under the com-
mittee’s recommendations, since it would enable them to become
insured much sooner than they could under present law. It would
also be important for people for whom coverage 1s possible under the
law but who have not yet been brought under the program. Some
214 million employees of State and local governments, and additional
employees In several smaller groups, would be able to attain fully
insured status under the program in a relatively short time if they
now come under the program.

C. IMPROVEMENTS IN THE RENEFIT PROTECTION FOR WIDOWS,
CHILDREN, ETC.

Your committee believes there are several respects in which the
protection available to dependents and survivors of insured workers
should be improved, and the committee’s bill would make these
improvements. .

1. An increase in the benefits payable to certain children of deceased
workers to three-fourths of worker’s benefit

Under present law, the amount payable to a child of a deceased
worker is equal to one-half of the benefit amount the worker would
have been paid if he had lived, plus one-fourth of that benefit amount
divided by the number of entitled children. For example, if there are
-two surviving children, each child is eligible for a benefit equal to one-
half plus one-eighth—five-eighths—of the worker’s benefit amount.
And even though one child goes to work and gets no benefits, the other
child is still not eligible for the full three-quarter benefit. All other
survivor beneficiaries now receive benefits equal to three-fourths of the
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deceased worker’s benefit amount. Your committee’s bill would
make the benefit for-each child of a deceased worker. three-fourths of
the amount the worker would have been paid had he lived, subject, of
course, to the maximum. limitation on the amount of family benefits
payable on the worker’s earnings record. About 400,000 children
would get some immediate increase in benefits as a result of this
change.
2. Benefits for survivors of workers who died before 1940

Your committee is recommmending that benefits be paid 1o the sur-
vivors of a worker who acquired six quarters of coverage and died
before 1940. (Under the 1939 amendments, survivors’ monthly bene-
fits were payable only to the survivors of workers who died after 1939.)
About 25,000 people—most of them widows aged 75 or oever—would
be made eligible for benefits by this change. Benefits would be
payable only for months beginning with the month of enactment.
3. Benefits in certain situations where a marriage is legally invalid

The bill provides that a valid marriage will be deemed to exist for
purposes of eligibility for mother’s, wife’s, husband’s, widow’s,
widower’s, and child’s benefits in certain situations where the marriage
was not in fact valid under the law of the State where the insured
person lived. Since the State laws governing marriage and divorce
are sometimes complex and subject to differing interpretations, a
person may believe that he is validly married when he is not. The bill
provides that a person could qualify for benefits as the spouse of an
msured individual, even though there was an impediment (as defined)
that prevented a valid marriage from being contracted, if he had gone
through a marriage ceremony in the belief that it would create a valid
marriage and if the couple had been living together at the time of the
worker’s death (or, if the worker is still living, at the time the spouse
applies for benefits). The bill defines the term ‘‘impediment” to
include only an impediment that results from the dissolution or lack of
dissolution of a prior marriage of the insured person or the person
applying for benefits as his spouse or an impediment that results from a
defect in the procedure followed in connection with the marriage cere-
mony. In addition, the bill would make eligible for benefits the child
or stepchild of a couple who had gone through a marriage ceremony
that because of such an impediment could not result in a valid
' marriage.

4. Benefits for a child based on his father’s earnings record

Under present liw, a child is deemed dependent on his father or
adopting father, and therefore eligible for benefits on his father’s
earnings record, unless the father is not contributing to the child’s
support and the child is living with and being supported by his step-
father (or has been adopted by someone else). The bill provides for
‘paying benefits to a child on his father’s earnings record even though
‘the child is supported by his stepfather. In most States there is no
‘obligation for a stepfather to support his stepchild. If a child has
‘'been denied benefits based on his father’s earnings because of the
'support provided by his stepfather and the stepfather stops supporting
“him, the child cannot get benefits based on the earnings of either,
This change would extend to the child living with his stepfather the
( protection now provided for other children, including children living
' with and being supported by other relatives.
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8. A reduction wn the length of time needed to acquire the status of wife,
child, or husband for benefit purposes

In order to prevent the payment of benefits where a marriage has
been entered into for the primary purpose of qualifving for benefits, the
law contains provisions requiring that the marriage must have lasted
for a specified length of time. A wife, a husband, or a stepchild cannot
become entitled to benefits based on the earnings of a retired or
disabled worker unless the relationship to the worker has existed for
at least 3 years. A spouse or stepchild of a deceased worker, on the
other hand, can oet benefits based on the worker’s earnings record if
the relationship has existed for 1 year. In the opinion of your com-
mittee a 1-year requirement is sufficient in beoth situations. The
committee’s bill would reduce the time requirement to 1 year for
retirement and disability cases and thus would make the duration-
of-relationship requirements in cases where the worker is alive the
same as the requirements that apply when the worker is deceased.

D. EXTENSION OF COVERAGE

Your committee’s bill would make several further extensions of
coverage. The change made by the bill in the insured status require-
ments for benefits, and discussed earlier in this report, would facilitate
the achievement of fully insured status for the newly covered workers.

1. Coverage of self—employed doctors of medicine

The old-age, survivors, and disability insurance program now covers
members of all self—employed professional groups cxcept doctors of
medicine. Large numbers of doctors have requested coverage. Your
committee believes that the need of doctors for social security protec-
tion is comparable to that of other self-employed professional groups.
Many self-employed physicians have acquired some old-age, survivors,
and disability insurance credits on the basis of past covered employ-
ment or self-employment, or as the result of their military service, but
will be entitled to little or no benefits because only a small part of their
lifetime earnings has been covered.

Your committee’s bill covers the approximately 150,000 self-em-
ployed doctors of medicine on the same basis as other self-emploved
professional groups, effective for taxable vears ending on or after
December 31, 1960.

Coverage would also be extended to services performed by medlcal
and dental interns. The coverage of services as an intern would give
young doctors an earlier start in building up social insurance protection
and would help many of them to become insured under the program
at the time when they need the family survivor protection it provides.
This protection is important for phvsicians who, like members of other
professions, in the early years of their practice, may not otherwise have
the means to provide adequate survivorship and disability protection
for themselves and their families.

2. Coverage of additional domestic workers in private homes and others
who perform work not in the course of the employer’s business
Under present law, earnings of domestic workers in private house-
holds (other than those on farms operated for profit) are covered only
when they amount to at least $50 in a calendar quarter from one
employer. Your committee’s bill would cover such earnings if they



18 SOCIAL SECURITY AMENDMENTS OF 1960

amount to at least $25 from one employer. The new $25 coverage
test would cover virtually all persons who depend on earnings from
domestic work for their livelihood.

At the same time the bill would exclude from coverage all earnings
of domestic workers who are under age 16.

This amendment would extend protection to about 100,000 domestic
employees who earn $25 or more from at least one employer but not as
much as $50 from any single employer in a calendar quarter. It would
also cover additional earnings of other domestic workers who have
some earnings covered under the present law but whose additional
earnings from other employers are not covered. Coverage of these
additional earnings would result in higher benefit amounts, more
closely related to actual lifetime earnings of the domestic worker,
than 1s the case under present law.

Persons below age 16 would be excluded because most of them
who perform some domestic work for pay are casual or intermittent
workers who are employed, for example, as lawn cutters or baby-.
sitters, and who do not depend on their earnings for a livelihood.
This exclusion should not have any adverse effect on such workers’
ultimate earnings records, since an individual’s starting date for benefit
computation purposes does not occur until he is 22 years old and
%Sriods of noncoverage before that time do not count against him.

Vith exclusion from coverage of domestic workers under age 16,
young workers will not have to pay social security taxes on their
earnings and employers will not be required to report relatively
small amounts of earnings.

Persons age 16 or over who perform other types of services not in
the course of the employer’s trade or business would, like domestic
workers, be covered under the bill if they are paid $25 in cash wages
by an employer in a calendar quarter. Some 5,000 additional persons
would be affected. This provision will improve and simplify the cover-
age of such services and retain the principle underlying the present
law of applying the same coverage test to these nonbusiness services
as is applied to domestic service performed in private homes. Uni-
form tests of these two types of work are desirable because certain
kinds of nonbusiness services are not, strictly speaking, domestic
service in private homes but are similar to domestic service.

8. Coverage of certain services of parents in the employ of their sons or
daughters

Under present law, work performed by certain members of a family
for other members of the same family is excluded from coverage. The
chief purpose of this exclusion has been to preclude the necessity of
making determinations regarding bona fide employment relationships
In an area where it 1s difficult to ascertain the facts. Your committee
has concluded that in the light of operating experience with the pro-
gram, valid determinations can now be made as to whether actual
employment relationships exist with respect to the services performed
by parents working as employees in businesses owned by adult sons or
daughters. Your committee’s bill would therefore modify the family
employment exclusion to cover certain services performed after 1960
by parents in the employ of their adult children.

The services covered would be those performed only in the course of
the employer’s trade or business and then only prospectively, that is
effective with respect to services performed after 1960. They would
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not include domestic services performed in or about the home or other
work not in the course of the employer’s business.

Many of the workers whose employment will be covered under
this provision have already earned credits under the program in other
work, and the change in the law will fill the gap which would otherwise
exist in their coverage. Others who are engaged in such an actual
employment relationship will have for the first time an opportunity
to build up credits toward their retirement, survivors and disability
protection under the program.

4. Coverage of workers in Guam and American Samoa

The old-age, survivors, and disability insurance program now covers
the 50 States, Puerto Rico, the Virgin Islands, and the District of
Columbia. Under your committee’s bill the coverage of the program
would be extended to Guam and American Samoa. The Governments
of Guam and American Samoa have expressly requested that the
program be extended to these territories. This extension of coverage
would apply to about 8,000 workers in Guam and to about 2,000 in
American Samoa.

With the exception of employees and officers of the Government of
Guam, the Government of American Samoa, any political subdivision
- of either, or any instrumentality wholly owned thereby, the bill pro-
vides that coverage would be effective for employees on January 1,
1961, and for self-employed persons for taxable years beginning after
1960. Coverage of employees and officers of the Governments of
Guam and American Samoa (including members of the legislatures),
their political subdivisions, and their wholly owned instrumentalities
would be on a mandatory basis, rather than under the State-Federal
agreement method which applies to the employees of States and local-
ities. The Government of Guam has indicated that it may need a
period of time to amend the provisions of the Government of Guam
retirement program to adjust contributions and benefits under that
program to take into account the extension of old-age, survivors, and
disability insurance coverage. Accordingly, the bill provides that
coverage for employees of the Guamanian Government, its political
subdivisions, and wholly-owned instrumentalities will not become
effective until the calendar quarter following the quarter in which the
Governor of Guam certifies to the Secretary of the Treasury that the
Guamanian Government has enacted legislation expressing its desire
that old-age, survivors, and disability insurance coverage be extended
to these employees (and in no event before 1961). A comparable
effective date provision is included for employees of the Government
of American Samoa.

Under your committee’s bill, Filipino workers who come to Guam
under contracts to work temporarily would be excluded from coverage.
Your committee has been informed that even if these Filipino workers
should be covered, practically none of them would acquire sufficient
credits to qualify for benefits. Your committee also has been informed
that the Philippine Government favors this exclusion.

The taxes to be collected by reason of this extension of the
old-age, survivors, and disability insurance program to Guam and
American Samoa will be administered by the Secretary of the Treasury
or his delegate. Under present law, a delegate of the Secretary of the
Treasury must, as a general rule, be an officer, employee, or agency
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of the Treasury Department. Since the Treasury has no tax-collection
officers in Guam or American Samoa at present, the Secretary is given
the authority, under your committee’s bill, to delegate administration
of these taxes to any officer or employee of another Department or
agency of the United States, or of any possession, should he find it
desirable to do so.

5. Facilitating coverage of additional employees of nonprofit organizations
and validation of erroneous returns already file

Present law requires that two-thirds of the employees of a nonprofit
organization must consent to coverage before the organization can
cover the employees who desire coverage and future employees of the
organization. Your committee’s bill modifies this requirement so that
a nonprofit organization could, if it so desired, file a certificate electing
to provide coverage for all employees hired in the future and such
current emplovyees, if any, as consent to be covered. An organization
could provide coverage for new employees even though none of its
current employees desire coverage.

The present requirement is unfair to employees who want to be
covered but are not eligible because some of their fellow employees do
not desire old-age, survivors, and disability insurance protection.
Under your committee’s bill, a nonprofit employer would, in effect,
be able to establish as a condition of employment a rule that new em-
ployees must be covered while offering its present employees an option.

There are about 100,000 employees of nonprofit organizations not
now protected under old-age, survivors, and disability insurance for
whom coverage would be facilitated by these changes. In the long
run all employees of organizations that have elected to cover any of
their employees would be covered since all new employees are man-
ditorily covered.

Your committee’s bill would retain the requirement of present law
that if some of a nonprofit organization’s employees are in jobs covered
by a public retirement system and some are not, the employer must
divide his employees into two coverage groups for purposes of this
provision. The employees who are in positions covered by the public
retirement system would be in one coverage group; those who are not
would be in the other. Under the bill, the employer may extend
coverage to consenting and future employees in either or both groups,
without the necessity for concurrence by two-thirds of the current
employees.

The bill would also permit the validation of erroneous self-employ-
ment returns filed by certain lay missionaries in the belief that they
wgere covered under present law as ministers, if requested by April 15,
1962. '

Your committee has been informed that a number of nonprofit
organizations have been erroneously reporting and payving taxes on
remuneration paid to their employees without first complying with
requirements in the law for obtaining old-age, survivors, and dis-
ability, insurance protection for their employees. For example, some
organizations have reported their employvees without realizing it was
necessary to file waiver certificates. In some instances, the nonprofit
organization later filed a certificate in accordance with the law, but
by that time one or more of the employees whom the organization had
previously reported had left its employ. There is no way under
present. law for such employees to have their services covered under
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the organization’s certificate. In other instances, nonprofit organiza-
tions began to report their employees after the organizations filed
certificates without realizing that it was also necessary to obtain the
signatures of all of the employees whom they wished to cover on lists
of concurring employees: Your committee’s bill would, under specified
circumstances, permit social security credit for remuneration for
services performed before July 1, 1960, erroneously reported as wages,
upon appropriate action by the nonprofit organizations and employees
involved.

6. Coverage of American citizen employees of certain labor organizations
in the Panama Canal Zone

Social security coverage would be extended to service performed
after 1960 by a small group of American citizens in the employ of
certain labor organizations outside the United States. Coverage
would be accomplished by modifying the definition of ‘‘American
employer” in present law to include labor organizations in the Panama
Canal Zone which are chartered by labor organizations created or
organized in the United States.

This provision of your committee’s bill would affect only a rela-
tively few workers but would assure coverage of all service they per-
form for such employers, whether within or outside the United States.

Your committee also recommends that social security credit be
given for the remuneration, with respect to which taxes were errone-
ously paid, for service performed after 1954 and before 1961, by
American citizens in the employ of labor organizations which con-
stitute ‘“ American employers” under this provision.

7. Provision of an additional opportunity for ministers to obtain coverage

Coverage was made available to ministers, under the Social Security
Amendments of 1954, on an individual voluntary basis because of
considerations relating to the separation of church and state. The
1954 legislation provided that ministers and Christian Science prac-
titioners already in practice who desired coverage had to file waiver
certificates by Aprl 15, 1957. In 1957, when it appecared that
many clergymen who desired coverage had, through lack of know-
ledge or misunderstanding of the provisions, failed to file timely
certificates electing coverage, legislation was enacted to extend the
time for electing coverage to April 15, 1959. Under present law,
in general, only newly ordained ministers (and ministers who have
not had net earnings from self-employment of $400 or more, some
part of which was from the exercise of the ministry, for as many as 2
taxable years after 1954) may still file certificates electing coverage.

Your committee is informed that of some 200,000 full-tinie minis-
ters who could have elected coverage, about 140,000 have come under
the program up to this time. Your committee has been advised that
there are many ministers who want coverage but are no longer eligible.
In some cases, such ministers failed to file timely waiver certificates
because they misunderstood the provision or were unaware of the
deadline. Other ministers erroneously believe that they met the
requirements for electing coverage by filing tax returns, while still
others believe they met the requirements by filing waiver certificates
although actually they did not because the certificates were defective
in soine respects.
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Your committee is mindful of the need to maintain reasonable
restrictions on the time within which a choice must be made under
the provision for individual voluntary coverage of ministers. How-
ever, your committee recommends that ministers and Christian
Science practitioners who under present law are no longer eligible to
elect coverage be given additional opportunity to obtain this protec-
tion. To this end, persons who have already entered the ministry
would be given until April 15, 1962, to file waiver certificates. Cer-
tificates filed under this amendment (like those filed under present
law by a newly ordained minister) would be effective with the year
preceding the latest year for which the tax return due date has not
passed.

In addition, the bill would permit the validation of coverage of
certain clergymen who filed tax returns reporting self-employment
earnings from the ministry for certain years after 1954 and before
1960 even though, through error, they had not filed waiver certificates
effective for those years. These ministers or their representatives
would be given the opportunity until April 15, 1962, to file waiver
certificates or supplemental certificates effective with the first taxable
year for which they had filed such a tax return and for all succeeding
yvears. In order for the benefits of this amendment to be secured,
taxes due by reason of the validation of the coverage would have to
be paid by April 15, 1962,

8. Coverage of American citizens employed in the United States by
forewgn governments and international organizations

Under present law, service performed in the employ of a foreign
government, an instrumentality wholly owned by a foreign govern-
ment, or an international organization is generally excluded from old-
age, survivors, and disability insurance coverage. Your committee
believes that such service, if performed by a citizen of the United
States within the United States, should be covered. Coverage of
their employment would enable these citizens to build the same basic
protection under old-age, survivors, and disability insurance that
other Americans possess and would prevent gaps in protection for
those citizens who work for a limited period of time for a foreign gov-
ernment or international organization.

This employment has heretofore not been covered because the
United States cannot levy the employer tax of the program upon
foreign governments or international organizations. Your committee
believes that the most feasible way to provide coverage for United
States citizens working for these employers would be to treat them as
self-employed individuals. Although your committee believes it is
generally undesirable to cover as self-employment the services of
persons who are actually emplovees, such coverage offers a practical
solution to the unique problem of covering American citizens employed
by such governments and organizations. Under your committee’s
bill, compulsory coverage would be provided for these employees on
the same basis as that provided for self-employed persons.

9. Facilitating the coverage of employees of State and local governments

Your committee recommends several changes designed to facilitate
the coverage of State and local government employees, as follows:
(a) Retroactive coverage.—The provision of the Social Security Act
which permitted State and local governmental employee groups to
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obtain extended retroactive social security coverage beginning as early
as January 1, 1956, expired at the end of 1959. Under existing law,
coverage for employees of States and localities who are brought under
the program after 1959 may be effective no earlier than the first day of
the year in which 1t is obtained. Your committee’s bill would permit
coverage—on the regular contributory basis—for any employee
group brought under the program after 1959 to begin as early as 5
years before the year in which coverage for the group is agreed to,
but no earlier than January 1, 1956.

The provision of the present law that permitted employee groups to
obtain an extended period of retroactive coverage recognized that in
many instances the States would require considerable time to enter
into coverage agreements with the Department and to make the
necessary arrangements for providing coverage for the groups desiring
it. Although some 3}!4 million of these public employees have been
brought under social security, there still remain about 2!4 million,
mostly persons covered under retirement systems of States or locali-
ties, who have not been covered, and it is to be expected that for
some time into the future significant numbers of public employees
will continue to come under the program. Your committee’s bill
would enable public employee groups who come under coverage in the
future to avoid being unduly handicapped because of their late entry
into coverage.

Your committee’s bill would also provide a measure of flexibility
in determining the beginning date for coverage for different political
subdivisions. Under present law, where a retirement system covering
positions of more than one political entity is covered as a single retire-
ment system coverage group (without being broken down into
“deemed’’ retirement systems for the various entities), coverage must
begin on the same date for all persons in the retirement system. If
the retirement system is divided on a political subdivision basis for
coverage purposes, coverage mayv begin on different dates for the
different subdivision. A State may wish to being ‘n a retirement
system as a single-coverage group, in order to facilitate coordination
of the State svstem with old-age, survivors, and disability insurance,
or for some other reason. At the same time, some political subdivi-
sions, for financial or other reasons, may wish coverage to start at an
earlier date than do other political subdivisions. Under the bill,
when a retirement system is covered as a single retirement system
coverage group, the State may, if it wishes, provide different beginning
dates for coverage for the employees of different political subdivisions.

(b) Employees transferred from one retirement system to another.—
Under present law, in some cases a retirement system covering more
than one political subdivision has been divided into retirement sys-
tems on a political subdivision basis and coverage has been extended
only to those members of the various retirement systems who desire
such coverage. An individual who is in a division of one of these
retirement systems which is composed of positions of members of
that svstem who do not desire coverage may later become a member
of another one of these retirement systems which has also provided
coverage for only those members who desire it. If so, he is covered
compulsorily as a new member of the second group. Your committee
believes that the compulsory coverage of new members, where coverage
has been extended under the divided retirement system provision, is
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essential as a means of protecting the trust funds, over the long run,
against drains due to the election of coverage mainly by persons who
may expect to receive substantially more in benefits than is contributed
to the program.

Problems have arisen in a very limited area, however, where persons
become members of a different retirement system through an action
of a political subdivision (such as the annexation of one political sub-
division by another) rather than an action by the individual (such
as a change in jobs). The bill provides that in this tyvpe of situution
an individual who has elected not to be covered would continue to be
excluded from coverage but only if the “retirement system’’ to which
he originally belonged and the new ‘‘retirement svstem’ were in
reality parts of the same retirement system which was divided on a
political subdivision basis by the State prior to further division of the
two parts between those who desired and those who did not desire
old-age, survivors, and disability insurance coverage. Individuals
who were placed in another retirement system group by an action
of a political subdivision taken before enactment of the bill would
continue to be covered unless the State, before July 1, 1961, requests
that they be excluded from coverage. Such a request would apply
only to the wages that these individuals are paid on and after the
date on which the request is filed.

(¢) Policemen and firemen under retirement systems in Virginia.—
The bill would make applicable to the State of Virginia the provision
in present law which permits 16 specified States and all interstate
instrumentalities to extend coverage (under their agreements with
the Secretary of Health, Education, and Welfare) to services per-
formed by employees of any such State (or of any political subdivision
thereof) 1n any policeman’s or fireman’s position covered by a retire-
ment system of a State or local government, provided the members of
the system vote in favor of coverage. The 16 States in which police-
men and firemen covered by a State or local retirement system are
now permitted to come under the old-age, surxivors, and disability
insurance program ure: Alabama, California, Flonda, Georgia, Hawaii,
Kansas, Maryland, New York, North Carolina. North Dukota,
Oregon, South Carolina, South Dakota, Tennessee, Vermont, and
Washington.

(d) Delegation by Gorernor of certification functions.—\When coverage
1s extended to State or local retirement system groups under the
referendum provisions of existing law, all persons in a retirement
system group are covered upon a favorable vote by the mnajority of the
members. Under present law, the Governor must personally certify
that the referendum has been conducted in accordance with the
requirements of the Social Security Act and that the result was
tavorable. Also, when a retirement system group is divided into
two parts to extend coverage to only those members of the group who
desire coverage and the procedure is used which periits coverage
without a referendum provided specified procedures are followed, the
Governor must personally certify that such procedures were followed.
Your committee recognizes that the requirement that the Governor
personally make the certifications in question sometimes imposes an
unnecessary burden on the Governor. The committee’s bill would
permit the Governor of a State to designate an official of the State for
the purpose of making these two types of certifications.
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(e) Validation of coverage for certain Mississippi school personnel.—
Your committee’s bill would validate, for the period from March 1, .
1951, to October 1, 1959, the coverage of certain teachers and school
administrative personnel in Mississippi who during this period were
reported under old-age, survivors, and disability msurance as State
employees. The employees in question had been included under the
Mississippi coverage agreement with the Secretary of Health, Educa-
tion, and Welfare as employees of the State rather than as employees
of the various school districts in Mississippi. Since 1951, Mississippi
has filed wage reports and paid contributions for these employees on
the basis that they were State employees.

(f) Facilitating coverage of employees of municipal and county
hospitals.—Your committee’s bill would perinit municipal and county
‘hospitals to be treated as separate retirement svstem coverage groups,
on the same basis provided under present law for institutions of
higher learning. Under this amendment, such hospitals could obtain
coverage for their emnployees where the city or county does not wish to
provide coverage for all employees of the city or‘county. :

(9) Limitation on States’ lLiability for employer (and employee)
contributions in certain cases.—Where an individual performs services
that are covered by a State’s social security coverage agreement, the
State is required to pay up to the maximum employer contribution
with respect to the wages paid to him by each separate employing
entity. Accordingly, where an individual works in a year as an
cmployee of the State and one or more political subdivisions, or as
the emplovee of two or more political subdivisions, the State’s total
liability for employer contributions may exceed the maximum em-
ployer tax which may be imposed on an employer who is subject to
the social security taxing provisions of the Internal Revenue Code of
1954. Under your committee’s bill a State could, beginning as early
as 1961, limit its liability for employer contributions to the maximum
employer tax liability of a single employer in these cases where the
employer contributions are paid from the State’s own funds, without
the State being reimbursed by the emploving localities. The limita-
tion could be applied by a State only to the extent that the State
complies with such regulations as the Secretary may prescribe relative
to this subject.

This provision of your committee’s bill is intended to recognize the
special financial obligation assumed by States that, in addition to
being responsible under Federal law for the social security payments
and reports of their political subdivisions, actually bear the cost of
the employer contributions for political subdivisions. Your committee
believes that a State’s hability for employer contributions which are
paid out of the State’s own funds should be computed as though
individuals working for the State and its political subdivisions were
working for only one employer. ,

(k) Statute of limatations for State and local coverage. (1) Time
limitation on the correction of contribution payments.—Under existing
law, there is no limitation on the period within which the Secretary
of Health, Education, and Welfare may assess contributions which
are due under a coverage agreement with a State, or on the period
within which the Secretary must refund contributions which a State
has erroneously paid. Accordingly, it is necessary for the Secretary
and a State to investigate the correctness of contribution payments
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made many years in the past whenever that correctness is questioned,
and it is necessary for the States to maintain detailed records of the
employment and wages of covered public employees for an indefinite
period of time. The assessment and refunding of old-age, survivors,
and disability insurance taxes based on nongovernmental employment
are subject to the statute of limitations of the Internal Revenue
Code of 1954. Your committee’s bill would make a comparable
statute of limitations applicable to the States beginning January 1,
1962.

Under the bill, the liability of a State for unpaid contributions would
expire in the usual case at the end of the 3-vear, 3-month, and 15-day
period following the year for which the contributions are due unless
- the Secretary malkes an assessment by notifying the State of the under-
payment before the end of that period. Also, a State that pays more
than the correct amount of contributions could not ordinarily claim
a credit for the overpayment after the end of the 3-year, 3-month, and
15-day period following the year for which the overpayment was
made. These time limitations could be extended by mutual agree-
ment and in certain other cases. _

(2) Judicial review of Federal determinations affecting a State’s con-
tribution liability.—The present law does not provide a specific pro-
cedure by which a State may seek review by the courts of determina-
tions made by the Secretary of Health, Education, and Welfare which
result in an assessment of contributions or in the disallowance of a
claim for the refund of contributions. Your committee’s bill would
afford States a court review procedure which is comparable to the
procedure available to nongovernmental employers subject to the
social security taxing provisions of the Internal Revenue Code of 1954.

Your committee’s bill provides a 90-day period within which a
State could request the Secretary to review determinations which
affect 1ts contribution liability. If the State is not satisfied with the
Secretary’s decision upon review, it could file a civil action against
the Secretary in a U.S. district court within the 2-year period follow-
ing the mailing of the Secretary’s decision. Your committee believes
this provision for judicial review will afford the States an orderly and
equitable procedure for the expeditious settlement of the relatively
few coverage questions and other issues which cannot be settled
through negotiations between the States and the Secretary.

E. INVESTMENT OF THE TRUST FUNDS

The bill would provide for putting into effect certain recommenda-
tions made by the Advisory Council on Social Security Financing.
This Council was established by the 1956 amendments to the Social
Security Act to study and report on the status of the Federal Old-Age
and Survivors Insurance and Disability Insurance Trust Funds in
relation to the long-term commitments of the funds. The Federal
Council, a distinguished group of representatives of employers, em-
ployees, the self-employed, and the general public, made a year-long
study of the financing of the program. As a result of its deliberations
the Council made a number of recommendations for changes in the law
to make the provisions relating to the method of financing the old-age,
survivors, and disability insurance program more equitable. Some of
the Council’s recommendations are embodied in your committee’s bill.
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Under present law, the interest on special obligations issued for
purchase by the trust funds is related to the average coupon rates on
outstanding marketable obligations of the United States that are
neither due nor callable until after the expiration of 5 years from the
date of original issue. Thus the interest rate on new special obligations
is related to the coupon rate that prevailed at some time in the past
rather than to the market yield prevailing at the time the special
obligation is issued. As a result of the formula in the law, the average
interest rate on special obligations issued to the trust funds is now
about 2% percent, while the average yield on outstanding marketable
obligations is above 4 percent.

The Advisory Council thought that the rate of return on trust fund
investments in special issues should be more nearly equivalent to
what the Treasury has to pay for the long-term money it borrows from
other investors. This, the Council believed, would avoid both special
advantages and special disadvantages to the trust funds. To bring
about this result the Council recommended that two changes be made
in the law: The interest rate on special obligations should be made equal
to the average market yield rather than to the average coupon rate on
outstanding long-term marketable obligations, and this interest rate
should be based on the average rate of return on outstanding bonds
that will mature more than 5 years after the date of the special issue
rather than on all bonds that are neither due nor callable until after
years from original issue.

In making its proposal that the interest rate on special obligations
should be equal to the average market yield on outstanding long-term
marketable Federal obligations that will mature more than 5 years
after the date the special obligation is issued, the Council recognized
that there might be a need for a different interest rate to meet current
and near future benefit obligations on a minor part of the funds being
held in short-term obligation. This proposal was studied by the
trustees of the Federal Old-Age and Survivors Insurance and Fed-
eral Disability Insurance Trust Funds, who agreed that the interest~
rate formula should be changed. The trustees thought, however,
that the need to determine what part of the funds should be in-
vested in short-term securities would create an unnecessary burden
and that much the same result could be obtained by adopting an
interest-rate formula that would be based on the yield of outstanding
marketable Federal obligations that would mature more than 3 years
after the date of the special issue. )

Your committee recognizes the need to give the investments of the
old-age, survivors, and disability insurance program more equitable
treatment by relating the interest earnings of the funds to the average
yield on outstanding long-term obligations. Your committee believes
that at the present time, however, an equitable return can be provided
for the trust funds with a single formula and interest rate. Accord-
ingly, the bill would relate the interest received on future obligations
issued exclusively to the trust funds to the average market yield of
all marketable obligations of the United States that are not due or
callable for 4 or more years from the time at which the special obliga-
tions are issued. Current actuarial cost estimates indicate that this
change would, over the long range, provide additional income to the
grus.t funds equivalent to 0.02 percent of payroll on a level-premium

asis.
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The bill substitutes for the present requirement that the managing
trustee purchase marketable obligations unless it is not in the public
interest to do so a requirement that he purchase obligations issued
exclusively to the trust funds unless it is in the public interest to
purchase obligations in the open market.

The bill also provides that the board of trustees as a whole shall
have responsibility for reviewing the general policies followed in
managing the trust funds and that in keepin%l with its responsibilities
the trustees shall meet at least every 6 months.

F. MISCELLANEOUS PROVISIONS

1. Improving the method of computing benefits

Under the present law a person’s average monthly wage, on which
his benefit is based, is computed over a span of time that may vary
with the time when he files an application for benefits or for a benefit
recomputation (and may vary also depending on whether he was in
covered work before the year in which he attained age 22). A person
who does not understand the rather complicated provisions of the law,
or does not know what his earnings will be in future years, may find
that he has not applied for benefits at the most advantageous time.

Under present law, for any person who is over ‘‘retirement age”
(65 for men, 62 for women) when he applies for benefits, the period
over which the average monthly wage 1s computed may end with
any one of three “closing dates’: (1) The first day of the year in
which the Insured person was first eligible for old-age insurance
benefits (generally the year when he attained retirement age), or
(2) the first day of the year in which he filed his application for
benefits, or (3) the first day of the following year. If he applies for
a recomputation to take account of earnings after entitlement to
benefits, the computation period will end, generally, with the first
day of the vear in which he applies for the recomputation. The
present law specifies the use of whichever of these dates yields the
largest benefit amount. It is possible, however, that where a worker
continued in covered work for some years after he first became eligible
for old-age insurance benefits, the use of a ‘“‘closing date’’ (not avail-
able under the present law) between the beginning of the year in
which the worker was first eligible for benefits and any of the other
applicable dates would have yielded a higher average monthly wage
and a higher benefit amount.

The amendment proposed by your committee would substitute for
the present complicated provision, with its sometimes capricious
results, a provision for computing the average monthly wage, in
retirement cases, on the basis of a constant number of years regardless
of when, before age 22, the person started to work or when, after
age 65 (age 62 in the case of a woman), he files application for benefits.

The amendment would apply also in death and disability cases.)
The number of years, in the retirement case, would be equal to five less
than the number of years elapsing after 1950 or after the year in which
the individual attained age 21, whichever is later (these are the
starting points for computation of the average monthly wage that are
generally applicable under the present law), and up to the year in
which the person was first eligible for old-age insurance benefits
(generally the vear in which he attained age 65 (or age 62 in the case
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of a woman)). In death and disability cases the number of years
would be determined by the date of death or disability. In those
cases where a larger benefit would result (because -the individual’s
best earnings were in vears before 1951), the number of years would
be those elapsing after 1936, rather than after 1950; this alternative
is similar to the 1936 alternative ‘starting date’’ that is available.
under present law in such cases. The subtraction of five from the
number of elapsed years is the equivalent of the present dropout of
the 5 yvears during which the individual’s earnings were the lowest.
For persons in the future who will have been under the program for
their full working life, the benefit computation in retirement cases
will generally be over the highest 38 years for men and the highest
35 vears for women (the number of years that would be applicable
in the mature program under the present law for people who come
on the benefit rolls when they reach retirement age).

The earnings used in the computation would be the earnings in the
highest years. Earnings in years prior to attainment of age 22 or
after attainment of retirement age could be used if they were higher
than earnings in intervening years. The change would thus eliminate,
for future cases, the problem that can arise at present when a person
does not apply for benefits at the most advantageous time. Moreover,
people who continued to work beyond age 65 (age 62 for women)
could, by using earnings in later vears, get benefits that would be
more closely related to their earnings just before actual retirement
than are benefits under the present law. The amendment would also
make the computation simpler and easier to understand than it is now.

The amendment would, in general, take effect on January 1, 1961.
Generally, the span of years to be used for the benefit computation in
retirement cases could not be less than five—the number of years that
would have to be used under the present law by people who attain
retirement age in 1961. (In death and disability cases the number of
years could not be less than two.) In those relatively few cases—all
of them cases of people eligible for old-age insurance benefits before
1961—where the present type of computation using the year of first
eligibility for old-age insurance benefits as a closing date would increase
the benefit amount, the present provisions would still be used.

The bill would also make two other technical changes in the com-
putation provisions. The first of these is a change in the method of
recomputing benefits. Under the present law a worker’s benefit
amount may be recomputed, on application, to include earnings in the
year in which he filed application for benefits or died (whichever is
applicable). This recomputation is restricted to the methods for
ficuring average earnings and benefit amounts for which the worker
qualified at the time of the original determination of his benefit
amount, even though the individual, at the time he applies for the
recomputation, may meet the basic.requirements for the use of a
different method that would yield a considerably higher benefit
amount. Your committee is recommending a change to permit the
use of the most favorable method of figuring average earnings and
benefit amounts for which the individual is eligible at the time he
applies for the recomputation.

The second of these technical changes would eliminate ah unneces-
sary waiting period now required by law. Under the present law a
beneficiary can have his benefit recomputed if he has earnings of more
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than $1,200 in a year after the year in which he became entitled to
benefits or in which he filed his last previous application for a work
recomputation. The application for the work recomputation may
not be filed earlier than 6 months after the close of the year in which
the qualifying earnings were received. The 6-month himitation was
enacted in 1954 in order to decrease the number of applications to be
processed during the first half of the year, when a number of other
workloads are at seasonal peaks.

Under the present provisions, beneficiaries who come to district
offices of the Social Security Administration during the first half of
the year to inquire about work recomputations must come in again
at a later time to file the application for the recomputation. It would,
of course, be easier for them to file when they first come in. Experi-
ence has shown that making such a person come in a second time does
not result in an overall saving of work sufficient to overcome the dis-
advantages to some beneficiaries. Accordingly, the committee’s bill
would remove the requirement that a beneficiary wait at least
6 months to file an application for the recomputation.

2. Changing the prowsions governing payment of the lump-sum death
benefit

Under present law, if there is a surviving spouse who was living in
the same household with the insured person at the time of the latter’s
death, the lump-sum death payment is paid to that spouse. About
two-thirds of all lump-sumn cases are settled in this manner.

If there is no such spouse, the lump-sum death payment is paid as
reimbursement to the person (or persons) ‘“equitably entitled thereto
to the extent and in the proportions that he or they” paid the total
burial expenses. Many families do not have sufficient funds to pay
the burial costs; in order to claim the lump sum they must borrow the
money to pay the burial expenses.

Your committee’s bill would make the lump sum available for meet-
ing the expenses incurred through the funeral home—the major part
of the burial expenses—without requiring that the expenses first
have been paid. On application of the person who assumed responsi-
bility for the expenses, payment would be made to the funeral home
for any part of the funeral home expenses that have not been paid,
within the limits of the lump-sum benefits. In the few cases where no
one assumes responsibility for the burial expenses within 90 days after
the date of the insured person’s death, pavment would be made on
application by the funeral home. If, in addition, part of the funeral
home expenses were paid by some person associated with the deceased
insured worker, any part of the lump sum that remained (after pay-
ment directly to the funeral home for the expenses not otherwise paid)
would be paid as reimbursement to the person or persons who paid the
funeral home for part of the expenses.

In most cases the total amount of the lump sum will be used up in
meeting the funeral home expenses (the maximum on the lump sum
i1s $255, and the average payvment i1s somewhat less). In the case
where the expenses incurred through the funeral home were less than
the amount of the lump sum, the remainder of the lump sum would
be paid to any person, to the extent and in the proportion that he
paid any other expenses of the burial not incurred through the funeral
home, as reimbursement for his payment of those expenses, in accord-
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ance with the following order of priority: The expense of opening and
closing the grave, the expense of the cemetery lot, and other expenses.

The new provisions would eliminate the delays in paying the lump
sum that arise under present law from the facts that all of the burial
expenses must be known before any of the lump-sum payment can be
made, and that only as much of the lump sum can be paid at any time
as is equivalent to the portion of the burial expenses that has been

paid at that time.

8. Eliminating of certain obsolete recomputations

The bill would simplify the provisions for recomputation of benefits
by limiting the use of a number of recomputations that have virtually
served their purpose and are now seldom if ever applicable. Under
the bill any of these recomputation provisions could be used only if the
insured person filed application for it, or died, before 1961. Recom-
putations that would be affected are:

(@) The recomputation to include self-employment income in a
taxable year beginning or ending in 1952 for a person who retired or
died in 1952.

(b) The “work’ recomputation provided for in 1950 to allow a
beneficiary to have included, in the computation of his benefit, earnings
he had after he became entitled to benefits. This recomputation has
been superseded by the work recomputation in the 1954 amendments;
the 1950 provision can apply only where an aged worker was eligible
for the work recomputation before 1955.

(¢) The recomputation provided for in 1950 to include in the benefit
computation the earnings the worker had in the 6 months immediately
prior to his death or entitlement to benefits. Such earnings were not
available in the record at the time of the worker’s initial computation
because of the lag in reporting and recording earnings. This “lag”
recomputation can apply only to people who came on the benefit rolls
or died before September 1, 1954, and have not yet had their earnings
in the 6 months prior to entitlement to benefits considered in the
benefit computation.

(d) The recomputation to include wage credits for post-World-
War-II military service (provided for by the 1952 amendments) where
such credits could not have been used at the time of the original com-
putation. It applies only to people (insured workers and survivors)
who were on the benefit rolls before September 1952.

4. Modfying the provisions relating to advisory councils on social security
financing

Under the present law, an Advisory Council on Social Security Fi-
nancing 1s required to study and report on the status of the trust
funds prior to each increase in the tax rates. When the law providing
for advisory councils on financing was enacted in 1956, the tax increases
were scheduled at 5-year intervals. The 1958 amendments acceler-
ated the schedule of tax increases so that the tax rate is to be increased
at 3-year intervals, with the next increase scheduled for 1963. This
means that under present law an advisory council would have to be
appointed this year and issue its report by January 1962.

The first advisory council on financing, which made its report in
January 1959, considered the present tax schedule and concluded that
the 1963 tax increase should go into effect. Since the council issued
its report there has been 1o significant change in the condition of the
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trust funds nor is there any other reason to reexamine the need for the
1963 increase to go into effect. It would therefore be desirable to
eliminate the requirement for a review of the status of the trust funds
‘by the end of next year. On the other hand, it does seem desirable
that the need for the increases scheduled for 1966 and 1969 be reviewed,
and under your committee’s bill the provision for an advisory council
to be appointed in 1963 and another in 1966 would be retained.
Moreover, your committee believes that when the ultimate tax rate
is reached there should continue to be periodic reviews of the financing
©f the program, and the bill therefore provides for additional councils
to be appointed every 5 years after 1966.

Your committee’s bill would also expand the function of the council
that would be appointed in 1963 so that in addition to reviewing the
status of the trust funds the council would review and report on the
overall status of the old-age, survivors, and disability insurance pro-
gram, including the coverage of the program, the adequacy of benefits,
and all other aspects of the program.

&. Continuing court actions when a new Secretary is appointed

Whenever a new Secretary of Health, Education, and Welfare is
appointed, it is necessary, within 6 months of his appointment, to
substitute his name on pending court actions in which his predecessor
was a party if such actions are to be continued. The requirement for
substituting the name of a new Secretary on pending court actions
within the time requirement causes inconvenience to claimants, and
failure by claimants to take the required action has resulted in the
abatement of court actions without consideration by the court of the
merits of the case. Your committee’s bill would allow pending court
actions to continue even though there is a successor to a }S)ecretary ora
vacancy in that office. The bill would thus remove a source of 1rrita-
tion to claimants and would remove the harsh effect of abatement of
court actions solely because of the failure to substitute on pending ac-
tions the name of a successor to a Secretary.

6. Extending a deadline where the ending date for an action falls on a
nonwork day

The law provides that certain actions, such as applying for a lump-
sum death payment, filing proof of support, or requesting a review in
the U.S. district court of a decision of the Secretary, must be taken
.within a specified period of time in order to be valid. People some-
times try to meet a deadline of this sort by taking the appropriate
action on the last day of the period in which it can be done, and if the
deadline date falls on a nonwork day, the claimant then finds that he
cannot meet the deadline because the offices are closed. Your com-
mittee’s bill would eliminate this problem by extending any deadline
date that falls on a day that is not officially a full workday to the
first official full workday immediately following the deadline date.

7. Crediting quarters of coverage for years before 1951

The bill would change the rule for crediting quarters of coverage
on the basis of maximum creditable wages paid 1n years before 1951
to conform to the rule applied in the case of maximum creditable
earnings in years after 1950. Generally, under present law, a person
who was pald the maximum amount of creditable wages in a calendar
year before 1951 is deemed to have a quarter of coverage in each
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quarter following his first quarter of coverage in such year. Under the
bill, a person who was paid the maximum amount of creditable wages
in a calendar year before 1951 would be deemed to have a quarter of
coverage in each quarter of such vear without regard to when he
received his first quarter of coverage. As a result of this change, a
small number of people Who do not have enough quarters of coverage
to be fully insured under the present provisions of law would be
credited with additional quarters of coverage. In some of these cases
they would become insured for benefits on the basis of these additional
quarters of coverage. In addition, the law would be simplified
because the same rules for crediting quarters of coverage would apply
to all years in which a person had maximum creditable earnings,
whether those years occurred before 1951 or after 1950.

8. Correcting technical flaws in the law

(a) Because of a technical defect in the law, benefits cannot now
be paid in cases where a child of a disabled person is born or adopted
after the worker becomes disabled, or where a child becomes a step-
child through a marriage occurring after the worker becomes disabled.
The bill would correct this defect by providing for the payment of
child’s benefits to a child who is born, or who becomes a worker’s
stepchild, after the worker becomes entitled to disability insurance
benefits, and to a child who is adopted by a worker within 2 years
after the worker becomes entitled to disability insurance benefits.

(b) Because of a technical flaw in the law, families of disabled work-
ers at certain levels of average monthly wage where the disabled worker
had a period of disability that started before 1959 can get as much
as $7.50 a month more in benefits than survivors of a worker who
died before 1959 and who was at the same average monthly earnings
levels. The bill would amend the provisions relating to maximum
family benefits to eliminate this unintended advantage for those
families coming on the benefit rolls after enactment. Since some of
the families on the rolls have been getting benefits in the larger
amounts for well over a year and have come to depend on the amounts
they are getting, it seems desirable not to have the corrective amend-
ment apply to families on the rolls prior to enactment but to let the
present provisions continue to apply to them:.

(¢) Under the foreign work test, a month’s benefit must be withheld
from an old-age insurance beneficiary (and his dependents) for any
month in which he works in noncovered work outside the United
States on more than 6 days. If the old-age insurance beneficiary
fails to report such employment within a specified time, he may be
penalized by the loss of an additional month’s benefit. As a general
rule, when an old-age insurance beneficiary has such a penalty im-
posed upon him, his dependents are not also penalized. Because of
an oversight, however, a person entitled to a childhood disability
benefit or to a mother’s insurance benefit who 1s married to an old-
age insurance beneficiary does have a penalty imposed if the old-age
insurance beneficiary’s work outside the United States is not reported.
Your committee’s bill would eliminate this additional penalty.

(d) The 1956 amendments made a number of changes in section
201 of the Social Security Act (relating to the Federal Old-Age and
Survivors Insurance and the Federal Disability Insurance Trust
Funds). As part of these changes, references to ‘‘special obligations”
were deleted and the words “public debt obligations’ were inserted in
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their place. Inadvertently this change was not made in subsection
(e). The bill would correct this oversight.

V. AcrvuariaL Cost EstiMaTES FOR THE OLD-AGE, SURVIVORS, AND
DisasiLity INSURANCE PROGRAM

VI. MaTeErNaAL AND CHILp HeartH AND WELFARE Provisioxs

Your committee’s bill would—

1. Increase the amounts authorized to be appropriated for
maternal and child health services, crippled children’s services,
and child welfare services under title V of the Social Security Act;

2. Improve the maternal and child health and crippled child-
ren’s provisions of the present law by providing that grants may
be made to public or other nonprofit institutions of higher
leaé'ning for special projects of regional or national significance;
an

3. Encourage experimentation and research directed toward
new or improved methods in child welfare, through providing that
grants may be made for research and demonstration projects
in the field of child welfare. .

The committee has reviewed developments in the three programs
undecr title V of the Social Security Act, namely, maternal and child
health services, crippled children’s services, and child welfare services.
The continued high birth rate and the increase in the child population,
the rising costs of providing services, and the inequality of distribution
of the basic child health and child welfare services indicate, in the
judgment of your committee, the desirability of further expansion of
all three of these programs.

The committee is recommending an increase in the amounts
authorized for annual appropriation for each of these programs as
follows:

(1) Financing policy

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

The concept of actuarial soundness as it applies to the old-age,
survivors, and disability insurance system differs considerably from
this concept as it applies to private insurance although there are
certain points of similarity—especially as concerns private pension
plans. In a private insurance program, the insurance company or
other administering institution must have sufficient funds on hand so
that, if operations are terminated, the plan will be in a position to
pay off all the accrued liabilities. This, however, is not a necessary
basis for a national compulsory social insurance system. It can
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reasonably be presumed that under Government auspices such a sys-
tem will continue indefinitely into the future. The test of financial
soundness, then, is not a question of there being sufficient funds on
hand to pay off all accrued liabilities. Rather, the test is whether the
expected future income from tax contributions and from interest on
invested assets will be sufficient to meet anticipated expenditures for
benefits and administrative costs. Thus, the concept of ‘‘unfunded
accrued liability” does not by any means have the same significance
for a social insurance system as it does for a plan established under
private insurance principles, and it is quite proper to count both on
receiving contributions from new entrants to the system in the future
and on paying benefits to this group. These additional assets and
liabilities must be considered in order to determine whether the system
is in actuarial balance.

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

(2) Actuarial balance of program in past years

The actuarial balance under the 1952 act was estimated, at the
time of enactment, to be virtually the same as in the estimates made
at the time the 1950 act was enacted, as shown in table 1. This was
the case because the estimates for the 1952 act took into consideration
the rise in earnings levels in the 3 years preceding the enactment of
that act. This factor virtually offset the increased cost due to the
benefit liberalizations made. New cost estimates made 2 years after
the enactment of the 1952 act indicated that the level-premium cost
(i.e., the average long-range cost, based on discounting at interest,
relative to taxable payroll) of the benefit disbursements and adminis-
trative expenses was somewhat more than 0.5 percent of payroll
higher than the level-premium equivalent of the scheduled taxes
(including allowance for interest on the existing trust fund).

The 1954 amendments as passed by the House of Representatives
contained an adjusted contribution schedule that not only met the
increased cost of the benefit changes in the bill, but also reduced the
aforementioned lack of actuarial balance to the point where, for all
practical purposes, it was sufficiently provided for. The bill as it

assed the Senate, however, contained several additional liberalized

enefit provisions without any offsetting increase in contribution
income. Accordingly, although the increased cost of the new benefit
provisions was met, the ‘“actuarial insufficiency’’ as then estimated
for the 1952 act was left substantially unchanged under the Senate-
approved bill. The benefit costs for the 1954 amendments as finally
enacted fell between those of the House- and Senate-approved bills.
Accordingly, it may be said that under the 1954 act, the increase in
the contribution schedule met all the additional cost of .the benefit
changes proposed and at the same time reduced substantially the
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actuarial insufficiency that the then-current estimates had indicated
in regard to the financing of the 1952 act.

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

Following the enactment of the 1956 legislation, new cost estimates
were made to take into account the developing experience; also, certain
modified assumptions were made as to anticipated future trends. In
1956-57, there were very considerable numbers of retirements from
among the groups newly covered by the 1954 and 1956 amendments, so
that benefit expenditures ran considerably higher than had previously
been estimated. Moreover, the analyzed experience for the recent
years of operation indicated that retirement rates had risen or, in other
words, that the average retirement age had dropped significantly.
This may have been due, in large part, to the liberalizations of the
retirement test that had been made in recent years—so that aged
persons are better able to effectuate a smoother transition from full
employment to full retirement. The cost estimates made in early
1958 indicated that the program was out of actuarial balance by
somewhat more than 0.4 percent of payroll.

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

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

At the beginning of 1960, the cost estimates for the old-age, sur-
vivors, and disability insurance system were reexamined and were
modified in certain respects. The earnings assumption had pre-
viously been based on the 1956 level, and this was changed to reflect
the 1959 level. Also, data first became available on the detailed
operations of the disability provisions for 1956, which was the first
full year of operation that did not involve picking up ‘“backlog’’ cases.
It was found that the number of persons who meet the insured-status
conditions to be eligible for these benefits had been significantly over-
estimated. It was also found that the disability experience in respect
to eligible women was considerably lower than had been originally
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estimated, although the experience for men was very close to the
intermediate estimate. Accordingly, revised assumptions were made
in regard to the disability-insurance portion of the program. )
Your committee believes that it i1s a matter for concern if either
portion of the old-age, survivors, and disability insurance system
shows any significant actuarial insufficiency. Traditionally, the
view has been held that for the old-age and survivors insurance
portion of the program, if such actuarial insufficiency has been no
greater than 0.25 percent of payroll, it is at the point where it is within
the limits of permissible variation. The corresponding point for the
disability insurance portion of the system is about 0.05 percent of
payroll (because of the relatively smaller financial magnitude of this
program). Furthermore, traditionally when there has been an
actuarial insufficiency exceeding the limits indicated, any sub-
sequent liberalizations in benefit provisions were fully financed by
appropriate changes in the tax schedule or through other methods,
and at the same time the actuarial status of the program was improved.
The changes provided in the bill are in conformity with these
principles.
(8) Basic assumptions for cost estimates

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

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

In general, the costs are shown as a percentage of covered payroll.
This 1s the best measure of the financial cost of the program. = Dollar
figures taken alone are misleading. For example, a higher earnings
level will increase not only the outgo but also, and to a greater extent,
the income of the system. The result is that the cost relative to
payroll will decrease.

The cost estimates have been prepared on the basis of the same
assumptions and methodology as those contained in the ‘“T'wentieth
Annual Report of the Board of Trustees of the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability Insurance
Trust Fund” (H. Doc. No. 352, 86th Cong.).

The previous estimates made as to the cost of the disability insur-
ance program were based on the same general assumptions that were
used in the estimates prepared at the time of the 1956 amendmentsy
Now there are sufficient data available from the actual operation
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of the program to suggest that some changes should be made in these
assumptions.

The 1956 experience on disability incidence rates for men fell
practically midway between the low- and high-cost assumptions. For
women, however, the actual experience was about 25 percent lower
than for men instead of 50 to 100 percent higher, as had been assumed.
Accordingly, the incidence rates for men used previously are con-
tinued, and those for women are lowered to the same values as the
male rates (a small margin of safety or conservatism). It is, of course,
recognized that in many disability benefit programs the experience of
the early years is much lower than in later years. In adopting these
assumptions for the long-range estimates, however, account is taken
of the fact that it is not within the jurisdiction of the Department of
Health, Education, and Welfare to liberalize the definition of dis-
ability by administrative action. Furthermore, it is assumed that
there will be no court decisions that will have the general effect of
liberalizing the definition of disability. Moreover, as indicated
earlier, the estimates presuppose a continued high level of employment.

In the high-cost estimates, disability incidence rates for men are
based on the so-called 165 percent modification of class 3 rates (which
includes increasingly higher percentages for ages above 45). This 165
percent modification corresponds roughly to life insurance company
experience during the early 1930’s. Incidence rates assumed for
women are the same as those for men (instead of 100 percent higher,
as previously). Termination rates are class 3 rates (relatively high,
to be consistent with the high incidence rates assumed).

For the low-cost estimates, disability incidence rates for men are
based on 25 percent of those used in the high-cost estumates, or, in
other words, on the average, about 45 to 50 percent of the class 3
rates, considering the larger adjustments above age 45. Incidence
rates assumed for women are the same as those for men (instead of 50
percent higher, as previously). Termination rates are based on
German social security experience for 1924-27, which is the -best
available experience as to relatively low disability termination rates
to be anticipated in conjunction with low ncidence rates.

The incidence rates actually used for both estimates are 10 percent
below the above rates because, unlike the general definition in insur-
ance company policies, disability is not presumed to be total and of
expected long-continued duration after 6 months’ duration, but
rather long-continued duration must be proved at that time.

It will be noted that the low-cost estimate includes low incidence
rates (which, taken by themselves, produce low costs) and also low
termination rates (which taken bv themselves produce higher costs,
but which are considered necessary since with low incidence rates
there would tend to be few recoveries). On the other hand, the high-
cost estimate contains high incidence rates that are somewhat offset
by high termination rates.

The cost estimates are extended bevond the year 2000, since the
aged population itself cannot mature by then. The reason for this is
that the number of births in the 1930’s was very low as compared
with subsequent experience. As a result, there will be a dip in the
relative proportion of the aged from 1995 to about 2010, which would
tend to show low benefit costs for that period. Accordingly, the
year 2000 is by no means a typical ultimate year.
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An important measure of long-range cost is the level-premium con-
tribution rate required to support the system into perpetuity, based
on discounting at interest. It is assumed that benefit payments and
taxable payrolls remain level after the year 2050. If such a level
rate were adopted, relatively large accumulations in the old-age and
survivors insurance trust fund would result, and in consequence there
would be sizable eventual income from interest. Even though such a
method of financing is not followed, this concept may nevertheless be
used as a convenient measure of long-range costs. This is a valuable
cost concept, especially in comparing various possible alternative
plans and provisions, since it takes into account the heavy deferred
benefit costs.

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

The cost estimates have not taken into account the possibility of
a rise 1n earnings levels, although such a rise has characterized the
past history of this country. If such an assumption were used in the
cost estimates, along with the unlikely assumption that the benefits,
nevertheless, would not be changed, the cost relative to payroll would
of course, be lower. If benefits are adjusted to keep pace with rising
earnings trends the year-by-year costs as a percentage of payroll
would be unaffected. ~In such case, however, this would not be true
as to the level-premium cost—which would be higher, since, under
such circumstances, the relative importance of the interest receipts
of the trust funds would gradually diminish with the passage of time.
If earnings do consistently rise, thorough consideration will need to
be given to the financing basis of the system because then the interest
receipts of the trust funds will not meet as large a proportion of the
benefit costs as would be anticipated if the earnings level had not
risen.

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

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

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

(4) Results of intermediate-cost estimates

The intermediate-cost estimates are developed from the low- and
high-cost estimates by averaging them (using the dollar estimates
and developing therefrom the corresponding estimates relative to
payroll). The intermediate-cost estimate does not represent the
most probable estimate, since it is impossible to develop any such
figures. Rather, 1t has been set down as a convenient and readily
available single set of figures to use for comparative purposes.

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

The contribution schedules contained in the present law and in the
bill are the same, as is also the annual maximum earnings base to
which these tax rates are applied, namely, $4,800. These schedules
are as follows:

Employee | Self-em-

Calendar year rate (same | ployed
for em- rate
ployer)

Percent Percent
1960 £0 1962, oo eeecececcrcceammamecceastacccamomrmamecesearemmbanmraamacheamon 3 4
1963 t0 1065, _ . emececmecemcacce—eeeacmmeccecesacamesmsemesseeseccmmsmmmenenn—ec 3% 377
1966 £0 1968 - v eccmcmcccneccccmcaccemcaceec-anrmseavacaceememcemmananaann 4 6
1969 and after....._. - e dmeceemammseem AR e .. ———————————————— 414 634

A change made by the bill that has the effect of increasing the
income to the system is the revised basis for determining the interest
rate on public-debt obligations issued for purchase by the trust funds
(special issues), which constitute a major portion of the investments
of the trust funds. This basis has previously been discussed in de-
tail. Yt would have the immediate effect of gradually increasing the
interest income of the trust funds as compared with the present basis.
The ultimate effect of the new basis would probably be only a slight
increase in the interest income of the system since, over the long run,
the market rates and the coupon rates on long-term Government
obligations tend to be about the same.

The gain over the immediate-future years and the small possible
long-run advantage of the new interest basis are reflected in the cost
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estimates for the bill by using a level interest rate of 3.02 percent
for the level-premium calculations. This rate is the overall equivalent
of the varying interest rates, developed on a year-by-year basis, used
in the development of the progress of the trust funds. These varying
interest rates have been estimated from the existing maturity schedule
of special issues and from assumed average market rates on long-term
Goverument obligations, running from their present level of over 4
percent down to about 3 percent ultimately. The interest rate used
in the cost estimates for the 1958 act was 3 percent (except that mn
developing the progress of the trust funds, a slightly lower rate was
used for the first few years).

Table 1 has shown that the bill would slightly increase the lackgof
actuarial balance of the old-age and survivors insurance system, from
0.20 percent of pavroll to 0.23 percent of payroll. The disability
insurance system would have a lack of actuarial balance of 0.06 percent
of paxyroll under the bill, as compared with the 0.15 percent actuarial
surplus under the provisions of the 1958 act. The effect of the bill on
the combined old-age, survivors, and disability insurance system would
be an actuarial deficit of 0.29 percent of payroll, which is well within.
the margin of variation possible in actuarial cost estimates, and which:
is about the same as has generally prevailed in the past when the sys-
tem has been considered to be in substantial actuarial balance. If
the cost estimates had been based on a higher interest rate than 3.02
percent (which is somewhat above the current level being earned by
the trust funds although cousiderably below the prevailing market
rate of interest on long-term Government obligations), the lack of
actuarial balance would have been considerably less than 0.29 percent
of pavroll. In fact, if an interest rate of 3% percent had been hy-
pothesized, the cost estimates would show no actuarial deficit.

Table 2 traces through the change in the actuarial balance of the
system from its situation under the 1958 act, according to the latest
estimate, to that under the bill, by type of the major changes proposed:

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

The level-premium cost of the old-age and survivors insurance
benefits (without considering administrative expenses and the effect
of interest earnings on the existing trust fund) under the 1958 act,
according to the latest intermediate-cost estimate, is about 8.5 percent
of payroll, and the corresponding figure for the bill is about the same.
Similarly, the corresponding figures for the disability benefits are 0.35
percent for the 1958 act and 0.56 percent for the bill.

Table 3 presents the benefit costs under the bill separately for each
of the various types of benefits.
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The level-premium contribution rates equivalent to the graded
schedules in the 1958 act and in the bill may be computed in the same
manner as level-premium benefit costs. These are shown in table 1
for income and disbursements after 1959. Figures for the net actuarial
balances are also shown in table 1.

If the bill were to become law in 1960, old-age and survivors insur-
ance benefit disbursements for the calendar year 1960 would not be
increased significantly (perhaps by about $60 million) since the effec-
tive date for the liberalized insured status provisions is the month after
the month of enactment, and that for the increased child survivor
benefits is the third month after the month of enactment. There
would, of course, be virtually no additional income during 1960 since
the coverage extensions are generally effective on January 1, 1961 (or
clse the contributions thercfor are not due until 1961).

In calendar year 1961, old-age and survivors insurance benefit dis-
bursements under the bill would total about $11.4 billion, or an increase
of about $250 million over present law. At the same time, contribu-
tion income for old-age and survivors insurance for 1961—taking into
account the administrative lag in collecting the taxes—would amount
to about $11.1 billion under the bill, or $50 million more than under
present law. Thus, the excess of benefit outgo over contribution in-
come would be increased from an-estimated $50 million under present
law to about $250 million under the bill. The old-age and survivors
insurance trust fund, on the basis of this estimate, would not decrease
as much as this, but rather by about $175 million, because the interest
receipts would exceed outgo for administrative expenses and transfers
to the railroad retirement account.

In 1962, old-age and survivors insurance benefit disbursements under
the bill would, according to the intermediate-cost estimate, be $11.8
billion, or an increase of $300 million over the present law. At the
same time, contribution income for old-age and survivors insurance
for 1962 would be $11.4 billion under the bill, or $50 million more
than under present law. Accordingly, in 1962, there would be an
excess of benefit outgo over contribution income of about $450 million
under the bill, whereas under present law there would be a correspond-
ing figure of $200 million. Under the bill, the situation would reverse
in 1963 (as a result of the scheduled increase in the tax rate), and there
would be an excess of contributions over benefit outgo of $1.1 billion
in 1963 and about $1.3 billion in 1964.

The old-age and survivors insurance trust fund will thus decrease
slightly in 1961-62 from its estimated size of $20.1 billion at the end
of 1960, declining to $20.0 billion at the end of 1961 and $19.6 billion
at the end of 1962. At the end of 1963, however, it is estimated to
rise to $20.8 bhillion and to over $22 billion at the end of 1964.

The foregoing figures are based on the assumption of ihe continua-
tion of the 1959 earnings level. If earnings continue to rise in the
future as they have in the past, then the near-future situation—if
the law remains unchanged—will be that both coniribution income
and benefit outgo will be increased. However, contributions will rise
more rapidly than benefits so that the financial status of the trust
fund will be somewhat more favorable than as is stated above. Thus,
under these assumptions, the balance in the trust fund at the end of
1961 would be about $100 million higher than indicated above (but
still about $75 million lower than the estimate for the end of 1960).
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Similarly, the situation in 1962 would be somewhat more favorable,
but nonetheless the trust fund would probably decline by at least
$300 million that year.

As to the disability insurance system, benefit disbursements for the
calendar ycar 1960 would be increased by about $50 million since the
climination of the age-50 limitation would be effective for benefits for
the second month after the month of enactment. There would be vir-
tually no additional contribution income to the trust fund during the
year. In calendar year 1961, such benefit disbursements under the
bill would total about $800 million, or an increase of about $200 mil-
lion over present law. At the same time, contribution income for the
disability insurance system for 1961 would show only a small increase
over present law. Nonctheless, in 1961 there would be an excess of
contribution income over benefit outgo of about $225 million. Simi-
larly, in 1962 and the years immediateTy following, contribution income
would be well in excess of benefit outgo.

Under an assumption of rising earnings in the near future, the dis-
ability insurance trust fund would increase somewhat more rapidly
than as indicated above. Thus, the growth in 1961 would be about
$260 million instead of $248 million based on a level earnings
assumption.

Table 4 gives the estimated operation of the old-age and survivors
insurance trust fund under the bill for the long-range future, based on
the intermediate-cost estimate. It will, of course, be recognized that
the figures for the next two or three decades are the most reliable (under
the assumption of level-earnings trends in the future) since the popula-
tions concerned—both covered workers and beneficiaries—are already
born. As the estimates proceed further into the future, there is, of
course, much more uncertainty—if for no reason other than the rela-
tive difficulty in predicting future birth trends—but it is desirable and
necessary nonetheless to consider these long-range possibilities under a
social-insurance program that is intended to operate in perpetuity.

In every year after 1962 for almost the next 30 years, contribution
income is estimated to exceed old-age and survivors insurance benefit
disbursements. Even after the benefit-outgo curve rises ahead of the
contribution-income curve, the trust fund will nonetheless continue
to increase because of the effect of interest earnings (which more than
meet the administrative expense disbursements and any financial
interchanges with the railroad retirement program). As a result, this
trust fund is estimated to grow steadily, reaching $43 billion in 1970,
$86 billion in 1980, and $153 billion at the end of this century. In
the very far distant future, namely, in about the year 2030, the trust
fund is estimated to reach a maximum of about $315 billion, and then
decrease slowly. Nevertheless, even 90 years from now, this estimate
would show a trust fund of about $230 billion.

The fact that the old-age and survivors insurance trust fund would
not become exhausted until somewhat more than a century hence,
indicates that the tax schedule contained in the present law (not
changed by the bill) is not quite self-supporting although it is, for all
practical purposes, sufficiently close so that the system may be said
to be actuarially sound. This general situation was also true fcr the
1950 act and for subsequent amendments, according to the estimates
made when they were being considered.
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The disability insurance trust fund grows steadily for the next 10
years and then decreases slowly, according to the intermediate-cost
estimate, as shown by table 5. In 1970, 1t is shown as being $3.4
billion, while in 1980 and 1990, the corresponding figures are $2.6 and
$0.9 billion, respectively. There is an excess of contribution income
over benefit disbursements for every year up to about 1968, and even
thereafter the trust fund continues to grow because of its interest
earnings. This trust fund is shown to decline after 1970, which is to
be expected since the level-premium cost of the disability benefits
accordinz to the intermediate-cost estimate is slightly higher than
the level-premium income, 0.50 percent of payroll. As the experience
develops, 1t will be necessary to study 1t very carefully to determine
whether the actuarial cost factors used are appropriate or if the
financing basis needs to be modified. The use of shightly less conserva-
tive cost factors would result in the cost estimates for the disability
insurance system probably showing it to be completely in actuarial
balance, with a trust fund that would grow steadily and level off
rather than declining.

(6) Results of cost estimates on range basis

Table 6 shows the estimated operations of the old-age and survivors
insurance trust fund for the low- and high-cost estimates, while table 7
gives corresponding figures for the disability insurance trust fund.
Under the low-cost estimate, the old-age and survivors insurance
trust fund builds up quite rapidly and in the year 2000 i1s shown as
being about $270 billion and is then growing at a rate of about $15
billion a year. Likewise, the disability insurance trust fund grows
steadily under the low-cost estimate, reaching about $10 billion in
1980 and $26 billion in the vear 2000, at which time its annual rate
of growth i1s about $1 billion. For both trust funds, under these
estimates, after 1962, benefit disbursements do not exceed contribu-
tion income in any vear in the foreseeable future.

On the other hand, under the high-cost estimate, the old-age and
survivors insurance trust fund builds up to a maximum of about
$72 billion in about 25 years, but decreases thereafter until it is
exhausted in the year 2008. Under this estimate, benefit disburse-
ments from the old-age and survivors insurance trust fund are less
than contribution income during all years after 1962 and before 1980.

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

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

Table 8 shows the estimated costs of the old-age and survivors
insurance benefits and of the disability insurance benefits under the
bill as a percentage of payroll through the year 2050 and also the
level-premium cost of the two programs for the low-, high-, and in-
termediate-cost estimates (as was previously shown in tables 1 and 3
for the intermediate-cost estimate).

(6) Summary of actuarial cost estimates

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

The old-age and survivors insurance system as modified by the bill
1s about as close to actuarial balance, according to the intermediate-
cost estimate, as i1s the present law. The system as modified by the
bill, and the system as it was modified by the previous amendments,
has been shown to be not quite self-supporting under the intermediate-
cost estimate. Nevertheless, there 1s close to an exact balance,
especially considering that a range of variation is necessarily present
in the long-range actuarial cost estimates and that rounded tax rates
are used in actual practice. Accordingly, the old-age and survivors
insurance program, as it would be amended by this bill, is actuarially
sound. The cost of the liberalized benefits is, for all practwal pur-
poses, met by the financing provided.

The separate disability insurance trust fund established under the
1956 act shows a small lack of actuarial balance because the contribu-
tion rate allocated to this fund is slightly less than the cost for the
disability benefits, based on the intermediate-cost estimate. Con-
sidering the variability of cost estimates for disability benefits and
certain elements of conservatism believed to be present in these
estimates, this small actuarial deficit is not significant.

56490—60—4
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TaBLE 1.—Actuarial balance of old-age, survivors, and disability insurance program
under various acts for various estimates on an intermediate-cost basis

[Percent]
Level-premium equivalent !
Date of
Legislation estimate
Bencfit Contribu- | Actuarial
costs 2 tions balance 3
Old-age, survivors, and disability insurance ¢
1950 6.05 5.95 -—0.10
1952 5.85 5.75 ~.10
1954 6. 62 6.05 —.57
1954 7.34 7.12 -.22
1954 7.50 7.12 —.38
1956 7.45 7.29 —.16
1956 7.85 7.72 -.13
1958 8.25 7.83 —.42
1958 8.76 8.52 —.24
1960 8.73 8.68 —.05
1960 8.97 8.68 —.29
Old-age and survivors insurance 4
1956 7.43 7.23 -0.20
1958 7.90 7.33 -.57
1958 8.27 8.02 -—.25
1960 8.38 8.18 —-.20
1960 8.41 8.18 —.23
Disability insurance 4
1956 0.42 0.49 -+0.07
1958 .35 . 50 +.15
1958 .49 .50 +.01
1960 .35 .80 +.15
1960 .56 .50 —.06

1 Expressced as a percentage of taxable payroll.

? Including adjustments (2) to reflect the lower contribution rate for the self-employed as compared with
the combined employer-employee rate, (b) for the interest earnings on the existing trust fund, and (c) for

administrative expensc costs.
¥ A negative figure indicates the extent of lack of actuarial balanee.
sufficient financing, according to the particular estimate.

A positive figure indicates more than

+ The disability insurance program was inaugurated in the 1956 act so that all figures for previous legislar

tion are for the old-age and survivors insurance program only.

TarLE 2.—Changes in estimated level-premium cost of benefit payments as percentage
of taxzable payroll, by type of change, intermediate-cost estimate, 1958 act and

1960 bill
[Percent]
Old-age and | Disability
Item survivors insurance
Insurance

Lack of balance (—) or surplus (+) under 1958 act. _c e oo —0.20 40.15
Elimination of age-50 requirement for disability benefits_ ___.______ . loeo e _. -.20
Otlier disability benefit changes ' _ . . oo e -—.01
Increase in child survivor benefits. . .. ... e e ~ 02 |ocoo L
Liberalization of fully insured st&tus____.._ . oo —.04 |
Extension of COVerage . _ _ e 4.0 fo o
Improved yield of trust fund investments_ ___..____________________.____._.. +.02 | e
Lack of balance (—) or surplus (+) under bill _ ... ___ . . oo -.23 —.06

1 Flimination of 2d waiting period for recurrence of disability and liberalization of trial work period.
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TaBLE 3.— Estimated level-premium cost of benefit payments, adminisirafive expenses,
and interest earnings on exisling trust fund under bill as percentage of tarable
payroll,! by type of benefit, intermediate-cost estimate at 3.02 percent interest

{Percent}
Old-age and | Disability
Item survivors insurance
insurance
Primary benefits_ 5.97 0. 44
Wife's benefits. . . .58 .05
Widow’s benefits 1.25 )
Parcnt’s benefits. v _coee__. .02 )
Child’s benefits. - __«..____._. .45 .07
Mother's benefits__._.____._.__ .11 (®)
Lump-sum death payments .12 ?)
Total henefits . o o e cmm e s 8. 50 .56
Administrative cxpenses.__.____. .10 .02
Interest on existing trust fund 3 —.19 —.02
Net total level-premium €St . - _a o ce e ccecem o cmomeommeee 8.41 .56

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

3 This type of benefit not payable under this program.

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

TasLE 4.—Progress of old-age and survivors tnsurance trust fund under bill, high-
employment assumptions, intermediate cost estimate at 3.02 percent initerest!

[In millions]

Railroad
Contribu- Benefit Adminis- | retirement | Interest on | Balance in
Calendar year tions payments trative financial fund ! fund
expenses inter-
change 2
Actual data
$3, 367 $1, 885 $81 $417 $15, 540
3,819 2,194 88 365 17,442
3,945 3,006 88 . 414 18,707
5,163 3, 670 92 468 20, 576
5,713 4, 968 119 461 21, 663
6,172 5,715 132 531 22,519
6,825 7,347 4162 557 22,393
7, 566 8, 327 4194 549 21, 864
8,052 9,842 184 525 20,141
Estimated data
$10, 747 $10, 770 $203 —$278 $506 $20, 143
11. 096 11, 352 206 -—237 523 19, 967
11,378 11,825 212 ~263 533 19, 578
13,381 12,270 218 ~—247 571 20, 795
14, 046 12,715 224 —223 648 22. 327
14, 356 13,162 230 —236 717 23,772
20,253 16,213 245 —147 1,333 42,699
21,904 19,086 260 —~101 1,922 65, 947
23, 561 22,129 270 ~9 2,494 85, 638
31.759 30, 789 356 76 4,468 152, 767
38,610 42, 236 456 76 8,610 291, 704

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

2 A positive figure indicates payment to the trust fund from the railroad rctirement account, and a
negative figure indicates the reverse. Interest payment adjustments between the 2 systems are included
in the ‘‘Interest’ column.

3 Not including amounts in the railroad retirement account to the credit of the old-age and survivors
insurance trust fund. In millions of dollars, these amounted to $377 for 1953, $284 for 1954, $163 for 1955,
$60 for 1956, and nothing for 1957 and thereafter. -~

4 These figures are artificially high because of the method of reimbursements between this trust fund and
the disability insurance trust fund (and, likewise, the figure for 1959 is too low).
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TasLE 5.—Progress of disability insurance trust fund under bill, high-employment
assumptions, intermediate cost estimate at 3.02 percent inierest !

[Tn millions]

Calendar year Contributions Benefit Administra~ | Interest on Balance in
payments |tive expenses fund ! fund

Actual data

702 $57 283 $7 $649
966 249 212 25 1.379
891 457 50 41 1,825

Estimated data

$1, 007 $590 $47 $53 $2,253
1, 031 799 46 62 2, 501
1,047 872 47 70 - 2,699
1,063 922 48 n 2,871
1,979 972 49 88 3.017
1.093 1,020 50 196 3,136
1, 186 1,230 33 114 3,438
1, 285 1, 404 58 99 3,248
1,383 1, 553 62 81 2, 640
1, 866 2,058 80 ® ®
2,270 2,715 103 @ ®

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

2 These figures are artificially low because of the method of reimbursements between this trust fund and
the old-age and survivors insurance trust fund (and, likewise, the figure for 1959 is too high).

3 Fund exhausted in 1996.

NoTE.—No figures are shown for the railroad retirernent financial interchange provisions since, for this
trust fund, it is estimated that the payments involved (in whichever direction) will be relatively small.

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

[In millions]

Railroad
Contribu- Benefit Adminis- { retirement | Interest on | Balance in
Calendar year tions payments trative financial fund fund
expenses inter-
change 1

‘Low-cost estimate

$14, 393 $12, 892 $220 —$207 $763 $25, 434
20, 308 15, 871 230 —87 1,460 46, 841
22,106 18, 599 240 —46 2,158 74, 278
24,059 21, 202 250 37 2,943 101, 728
34,370 27,871 332 113 7,879 271, 902

High-cost estimate

$14, 319 $13, 435 $240 —$265 $674 $22, 201
20, 198 16, 657 260 —207 1,208 38, 645
21,703 19, 637 280 ~156 1,683 57, 514
23,063 23.054 290 —56 2,036 69, 204
29, 149 33, 709 379 39 1,044 233,151

! A positive figure indicates payment to the trust fund from the railroad retirement account, and a negative
figure indicates the reverse.
2 Fund exhausted {n 2008.
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‘TasLE 7.—Estimated progress of disability insurance trust fund under bill, high-
employment assumptions, low-cost and high-cost esttmates

[In millions]

Calendar year Contributions Benefit Administra- | Interest on Balance in
payments |tive expenses fund fund

Low-cost estimate

$1,096 $820 $47 $116 $3, 909
1,189 935 51 185 5.771
1,297 1,051 55 229 7,818
1,412 1,162 58 203 10, 104
2,020 1. 581 78 766 26, 316

High-cost estimate

$1, 090 $1,231 $52 $78 $2, 436
1,183 1,527 55 45 1,166
1,273 1,756 62 ) 0
1,354 1,947 66 ) 0]

1,713 2,535 82 0 ®

1 Fund exhausted in 1973.

Note.—No figures are shown for the railroad retirement financial interchange provisions since, for this
‘trust fund, it is estimated that the payments involved (in whichever direction) will be relatively small.

TaBLE 8.—Estimated cost of benefits of old-age, survivors, and disability insurance
system as percent of payroll,! under bill

[In percent)

Low-cost High-cost {Intermediate-
Calendar year estimate estimate cost estal-
mate

Old-age and survivors insurance benefits

6. 67 6.99 6.83
7.51 8. 52 8.00
7.69 9.73 8.66
6. 90 9.84 8.25
7.77 12.95 9.92
9. 84 14.78 11.76
7.39 9. 64 8.41

Disability insurance benefits

0.39 0.65 0.52
.41 .72 . 56
.39 .71 .54
.39 .74 .55
.45 .82 .60
.49 .85 .63
.43 .72 . 56
Current au- Recom-

thorization | mended au-

thorization
Maternal and child health ServiCeS oo o on o cccmcicmccmccmcmcccaaoan $21, 500, 000 $25, 000, 000
Crippled children’s services_.....--.. 20, 000, 000 25,000, 000
Child welfare ServiCes. e o oo n o nmemmeccccceceeccmmcemcnccee—n- 17, 000, 000 20, 000, 000

»

1 ’Il‘aking into aceount lower contribution rate for the self-employed, as compared with combined employer-
-employee rate.

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

3 Level-premium contribution rate, at 3.02 percent interest rate, for benefits after 1959, taking into account
interest on the Dec. 31, 1959 trust fund, future administrative expenses, and the lower contribution rates
payable by the self-employed.
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Not to exceed 25 percent of the amounts appropriated under
section 502(b) and section 512(b) are currently reserved each year for
special project grants to State agencies administering grants for
maternal and child health and crippled children’s services. While the
present statute does not permit making grants directly to institutions
of higher learning, State agencies are in some instances contracting
with them for special projects. In order to simplify and improve
the present procedures the committee’s bill authorizes making such
grants directly to public and nonprofit institutions of higher learning
as well as to the State agencies, on such conditions as the Secretary
finds necessary for carrying out the purposes of the grants.

The committee has considered the report of the Advisory Council
on Child Welfare Services, submitted pursuant to the Social Security
Amendments of 1958. One of the recommendations made by the
Council was that—

Federal legislation provide for grants to research organiza-
tions, institutions of higher learning, and public and volun-
tary social agencies for demonstration and research projects
in child welfare.

The committee believes that grants for these projects would
encourage discovery of the fundamental factors that contribute to
the incidence of family disruption, neglect, and emotional instability
of children. These grants would also stimulate experimentation and
research focused on new and improved methods for child welfare
programs, and give direction to the effective use of public and volun-
tary agency resources. Effective demonstration of improved pro-
gram methods will help States to strengthen their child welfare
programs in ways most suited to the changing needs of today’s
society. '

Accordingly, the bill reported by your committee provides for a
new section under the child welfare provisions of the act which would
permit implementation of the recommendation of the Advisory
Council on Child Welfare Services through authorizing grants for
special rescarch or demonstration projects in the field of child welfare
which are of regional or national significance and for special projects
for the demonstration of new methods or facilities which show promise
of substantial contribution to the advancement of child welfare.

VII. EMPLOYMENT SECURITY
A. PURPOSE AND SUMMARY

The purpose of title V of your committee’s bill is to improve and
extend the existing Federal-State program of employment security.

Title V of the bill (1) raises the net Federal unemployment tax (the
tax that may not be offset by a credit for taxes paid under a State pro-
gram) from three-tenths to four-tenths of 1 percent on the first $3,000
of covered wages; (2) provides that the proceeds of this higher Federal
tax after covering the administrative expenses of the employment
security program will be available to build up a larger fund for
advances to States whose reserves have been depleted; (3) makes
additional improvements in the arrangements for administrative
financing; and (4) improves the operation of the Federal unemploy-
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ment account by tightening the conditions pertaining to eligibility for
and repayment of advances.

Title V also extends the coverage of the unemployment compensa-
tion programs to several groups not presently covered. It isestimated
that from 60,000 to 70,000 additional employees would be brought
under the unemployment compensation system by this extension.

Title V, in addition, provides that Puerto Rico will be treated as
a State for the purposes of the unemployment compensation program.

B. GENERAL EXPLANATION

Title V of the bill contains four parts. Part 1 provides that this title
may be cited as the “Employment Security Act of 1960.”” Part 2 deals
with the increased Federal unemployment tax, with provisions for
an increased ‘“‘loan” fund, and for improved administrative financing.
Part 3 extends the coverage of the unemployment compensation pro-
gram to service performed by additional groups of employees. Part 4
extends the Federal-State unemployment compensation program to
Puerto Rico.

Part 2. Employment security administrative financing amendments

Part 2 amends titles IX and XII of the Social Security Act and
chapter 23 of the Internal Revenue Code of 1954. Broadly, the
purpose of these amendments is to provide adequate funds for admin-
wstration and for advances to States whose unemployment reserves
have been depleted by heavy unemployment. The amendments will
improve the operation of the present ‘“loan” fund in several par-
ticulars. The amendments also authorize annual appropriations to
cover the expenses of administration of the State unemployment
insurance programs and the State public employment offices in
amounts more consistent with the current levels of expenditure in
this area.

As under present law, funds collected through the Federal and State
unemployment tax will be held in the Unemployment Trust Fund and
invested in Government securities. Part 2 of title V contains provi-
sions relating to the various accounts within the Unemployment Trust
Fund. State unemployment taxes will, as now, be credited to the
State’s account in the Unemployment Trust Fund. The entire pro-
ceeds of the Federal unemployment tax will be credited initially to a
new account, the employment security administration account. Part
2 authorizes appropriations for transfer from the employment security
administration account of amounts covering the administrative ex-
penses of the employment security program. The amount that may
be appropriated for transfer from the employment security adminis-
tration account to the States for administering their unemployment
compensation laws and for the maintenance of public employment
offices is limited to $350 million a year. The actual expenditure for
these items in fiscal year 1959 was $310 million and the estimated
expenditure for fiscal year 1960 is $324 million.

Part 2 also authorizes payment from the employment security
administration account for expenses incurred by the Departments of
Labor and Treasury in connection with the employment security
program (other than the Temporary Unemployment Compensation
Act of 1958). The Treasury is permitted to charge against the
employment security administration account the expenses of banks
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for servicing unemployment benefit and clearing accounts which are
offset by the maintenance of balances of Treasury funds with such
banks. This latter expense is not now treated as an administrative
expense of the unemployment compensation program. Historically,
the Treasury has maintained deposits in commercial banks, on which
the Treasury obtains no interest, in order to offset the costs incurred
by such banks in handling Government business.

The additional payments by employers through reduction in tax
credits in particular States (1) to repay advances made to the State
under title XII, or (2) to restore to the Treasury amounts expended in
such States under the Temporary Unemployment Compensation Act
of 1958, will also be received in the employment security administration
account. These amounts will be appropriately transferred and will
not be taken into account in the various provisions described below
involving the net balance in the employment security administration
account.

It is expected that as a result of the increase in the Federal tax to
0.4 percent there will be an excess in the employment security admin-
1stration account at the end of fiscal year 1962. This will result from
the tax receipts being 1n larger amounts than necessary to pay for the
administrative expenses connected with the employment security
program.

The new section 902 provides that any excess in the employment
security administration account at the end of any fiscal year will be
transferred to the Federal unemployment account, the account out of
which advances to States are made. These transfers to the Federal
unemployment account will be continued until such account reaches a
level of $550 million or four-tenths of 1 percent of total wages subject
to State unemployment taxes, whichever is higher. The four-tenths
of 1 percent of covered payroll will exceed $550 million when the
covered payroll exceeds $137.5 billion. For fiscal year 1960, it is
expected that the covered payroll will be about $116 billion.

Under present law, any excess of Federal unemployment tax receipts
over administrative expenses is allocated to the Federal unemploy-
ment account to bring the Federal unemployment account up to $200
million in cash, but repayments by the States of advances could
increase the Federal unemployment account to an amount over $200
million. Under part 2, funds may be transferred to the Federal
unemployment account at the end of any fiscal year to bring it up to
1ts statutory limit of $550 million or four-tenths of 1 percent of covered
payroll. If repayment of advances from the Federal unemployment
account causes such account to exceed the statutory limit at the end
of any fiscal year, however, the excess over the statutory limit would
be transferred to the emplovment security administration account.
Any amount so transferred shall be included as part of the employ-
ment security administration account in computing the excess in the
account at the close of that fiscal year.

After the Federal unemployment account is built up to its statutory
limit, the bill provides that any remaining excess of Federal unem-
ployment taxes over the administrative expenses will be retained in
the employment security administration account until that account
shows a nat balance at the close of the fiscal year of $250 million.
The purpose of this net balance in the employment security adminis-
tration account is to provide funds out of which the administrative
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expenses can be paid during each fiscal year prior to the receipt of the
bulk of the Federal unemployment tax in January and February.

Under the present law, the proceeds of the Federal unemployment
tax are covered into the general fund of the Treasury and the adminis-
trative expenses and the transfers of excess collections are paid out
of the general fund. The creation of the employment security ad-
ministration account involves a separate funding of these receipts
and outlays. Ultimately, it is the purpose of part 2 to provide for
financing administrative expenses entirely out of Federal unemploy-
ment tax collections. To take care of periods before this ultimate goal
is reached, part 2 provides for the creation of a revolving fund in the
Treasury for advances to the employment security administration
account to cover administrative expenses during the portion of each
fiscal year before the bulk of the Federal tax receipts come in. These
advances will bear interest equal to the average rate of interest on all
interest-bearing obligations of the United States. Since the tax collec~
tions are placed in the employment security administration account
which, as a part of the Unemployment Trust Fund, will earn interest,
such interest will partially offset the interest paid on advances from:
the revolving fund.

Advances from the revolving fund to the employment sccurity ad-
ministration account are to be repaid from time to time in such
amounts as the Secretary of the Treasury (in consultation with the
Secretary of Labor) determines to be available in the employment
security administration account for such repayment. Itisanticipated
that such advances will be made only in such amounts, and for such
duration, as will be necessary to provide working funds in the employ-
ment security administration account.

Part 2 provides that any excess will be retained in the employment
security administration account beyond the end of a fiscal year only
after the Federal unemployment account has been built up to its
statutory limit. Once an amount has been so retained in the em-
ployment security administration account, however, then future
determinations of the excess available for transfers from this account
may not result in reducing the end-of-the-year net balance below the
highest previous beginning-of-the-year net balance.

Part 2 provides that after the Federal unemployment account is
built up to its statutory limit, a{ter the year-end net balance of the
employment security administration account reaches $250 million,
and after any advances from the general fund of the Treasury to the
Federal unemployment account have been repaid, any remaining
excess in the employment security administration account will be
distributed to the State accounts in the same manner as is provided
under present law. Unlike present law, however, part 2 provides
that if at the time of this distribution of surplus Federal taxes a State
has outstanding advances under title XII that State’s share of the
surplus funds shall first be used to reduce these outstanding advances.

Part 2 also amends title XII of the Social Security Act, the title
that provides for advances to State unemployment funds. Under
present law a State may apply for an advance if its reserve at the
end of a calendar quarter is less than the total compensation paid out
during the preceding four quarters. Your committee found that this
was not a sufficient test of a State’s need for additional funds. Two
States were eligible for and received advances under the present law
which they have never used.
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Part 2, therefore, permits a State’s eligibility for advances to be
determined at any time. Advances will be made in amounts which
the Secretary of Labor estimates will be required to pay com-
pensation during the current or following month, after taking into
account available reserves and income to be received during the month
in the State unemployment fund. In making such estimates, the
Secretary may include an additional amount to cover unexpected
contingencies such as decreases In tax receipts due to delinquencies,
increases in benefit payments due to unusual weather conditions or
an unannounced layoff by a large firm, or other factors. The aggre-
gate amount that the Secretary of Labor may certify in any month
may not exceed the amount in the Federal unemployment account.

Advances made to a State before enactment of your committee’s
bill will, in general, be repaid under the present provisions of law.
Also, any State that has not received the full amount certified by the
Secretary of Labor to the Sccretary of the Treasury before enact-
ment of your committee’s bill may, through its Governor, request the
Secretary of the Treasurv to transfer to the State’s account all or
part of the remainder of such amount. Upon receipt of such a
request the Secretary of the Treasury shall transfer the amount
requested or so much of such amount as is available at the time of
the transfer. No such amount will be transferred, however, after the
1-year period beginning on the date of the enactment of vour com-
mittee’s bill. The present provisions for repayment will apply to any
amount so transferred to a State.

Advances made to a State after the enactment of your committee’s
bill, if not repaid by the State within the specified period of time, will
be repaid under newly added provisions to the section providing for
repayment of an advance through reduction in employers’ credits
against the Federal unemployment tax. Reductions in credit to repay
an advance after the enactment of your committee’s bill will be made
with respect to the taxable year beginning with the second January 1
after the advance i1s made (rather than as now the fourth January 1).
The reduction in credit will also be at a rate double that now provided.
Thus, for the taxable year beginning with the second January after
an advance is made, the credit will be reduced by 10 percent. For
the following taxable year the credit will be reduced by 20 percent,
and soon. Your committee believes that these changes are desirable.
Economic indexes since World War II show that recessions have not
lasted more than about 1}4 years. Thus, earlier repayment is eco-
nomically feasible. Such indexes also show that recessions have re-
curred at approximately 4-vear intervals. Thus, under the present
law, the repayment of advances through reduction in tax credits might
commence during the recession following that in which an advance is
made. The increased rate of repayment proposed will result generally
in the repayment of an advance before another recession occurs. It
will also replenish the Federal unemployment account so that subse-
quent requests for advances can be financed without the necessity of
securing advances from general funds for this purpose.

In the case of the third and fourth consecutive taxable year for
which there has been an outstanding balance of advances as of Janu-
ary 1, if the State has (for the calendar year preceding such taxable
year) collected as contributions from employers on remuneration
subject to the State law less than an amount equal to 2.7 percent of
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the total remuneration subject to contributions under the State law
(as determined by the State by April 30 of the taxable yvear, using a
March 31 cutoff date), the tax credit against the Federal tax due on
wages paid in such taxable year will be further reduced by the amount
(rounded to the nearest 0.1 percent) by which the average employer
contribution rate is less than 2.7 percent.

In the case of the fifth and succeeding consecutive taxable years for
which there has been an outstanding balance of advances as of Janu-
ary 1, if the State has collected (for the calendar year immediately
preceding the taxable year) in employer taxes less than an amount
equal to one-fifth of the aggregate benefits paid in the first 5 of the
last 6 years preceding the taxable year (as determined by the State by
the following April 30, using a March 31 cutoff date) or an amount
equal to 2.7 percent of the State taxable remuneration (for the calen-
dar year immediately preceding the taxable year), whichever is higher,
then the tax credit against the Federal tax will be further reduced.
The reduction will be a rate, rounded to the nearest 0.1 percent, which,
when applied to the State’s taxable wages for such immediately pre-
ceding calendar year, would have produced the revenuc necessary to
make up the difference between the contributions actually paid and
the average benefit cost rate (or 2.7 percent if higher). In deter-
mining the amount collected by the State, employee cortributions
may be included, if employer contributions average 2.7 percent or
more.

Your committee believes that these provisions will encourage a
State that has an outstanding balance of advances to so increase its
contribution rates that these further tax credit reductions will not
become applicable. Such increased rates should strengthen the State’s
benefit financing so that its need for further advances would be
minimized.

The Federal unemployment tax rate will be raised to 3.1 percent
effective with respect to the calendar year 1961 and all calendar years
thereafter. This change in the Federal unemployment tax rate will
not affect the computation of credits allowable against the Federal tax.

Part 3. Extension of coverage under the unemployment compensation
program

Part 3 of title V extends the protection of the unemployment com-
pensation program to several additional categories of employees.

The first extension applies to employees of certain instrumentalities
of the United States. Any instrumentality of the United States which
is neither wholly nor partially owned by the United States will be
subject to the Federal unemployment tax unless it is exempt by virtue
of a provision of law which grants specific exemption from the Federal
unemployment tax. The additional Federal instrumentalities brought
under the unemployment compensation program by this change will
include the Federal Reserve banks, Federal credit unions, Federal land
banks, Federal land bank associations, and Federal home loan banks.
Employees of partially owned instrumentalities will be brought under
the unemployment compensation program for Federal employees.
This will include employees of instrumentalities such as the banks for
cooperatives, Federal intermediate credit banks, and some production
credit associations.

The second extension is to employees serving on or in connection
with- American aircraft outside the United States, which will be de-
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fined as aircraft registered under the laws of the United States. At
present, seamen serving on American vessels are covered when their
vessel is outside the United States if they are employed under a con-
tract made in the United States, or if during the performance of their
services the vessel touches at a port in the United States. The Fed-
eral Unemplovment Tax Act is amended by extending coverage to-
employees of American aircraft under similar circumstances, and will
bring coverage under the act in this respect in line with coverage under
the Federal Insurance Contributions Act.

The third extension is to employees of so-called ‘‘feeder organiza-
tions.” The exclusion of nonprofit organizations under the Federal
Unemployment Tax Act is amended so as to result in the coverage of
feeder organizations, as well as nonprofit organizations which are not
exempt from income tax.

“Feeder organizations’ are establishments operated for the primary
purpose of carrying on a trade or business for profit. All of therr
profits are payable to nonprofit organizations exempt from Federal
income tax under section 501(c) of the Internal Revenue Code of 1954,
but the feeder organizations themselves are subject to the Federal
income tax. In this connection, the term ‘‘trade or business’ does
not include an organization’s rental of its real property.

Such feeder organizations engage in a wide variety of commercial
and industrial activities. They have, however, a common charac-
teristic; they are operated solely for profitmaking purposes which have
no relationship to the nonprofit activities of the parent organization.
They compete on the same terms as private concerns with other
enterprises in the same field of activity. Their employees are sus-
ceptible to the same hazards of unemployment as are the workers in
similar establishments not owned by nonprofit organizations.

The other organizations which would be covered by this amendment
are those denied an income tax exemption because they are engaged
in certain activities, including ‘‘prohibited transactions,”’” which do not
meet the requirements specified in section 503 or 504 of the Internal
Revenue Code of 1954.

The fourth extension is to employees of certain other tax-exempt
organizations. The amendment removes a number of the specific
exclusions of tax-exempt organizations presently contained in paragraph
(10) of section 3306(c) of the Federal Unemployment Tax Act, includ-
ing service performed for agricultural or horticultural organizations,
voluntary employees beneficiary associations, and service performed
in connection with the collection of dues or premiums for a fraternal
beneficiary society or in connection with a ritualistic service of such
a society. Still excluded under such paragraph (10), however, would
be services for any organization exempt from Federal income tax
(other than a trust created or organized under a qualified pension,
profit-sharing, or stock-bonus plan), the remuneration for which is
less than $50 in a quarter, and services by students for the school
which they attend.

_ These extensions of coverage will apply with respect to remunera-
tion paid after 1961 for services performed after 1961.
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Part /. Extension of Federal-State unemployment compensation to Puerto
Rico

Part 4 of title V provides that Puerto Rico will be treated as a
State for purposes of the several provisions of the Social Security Act
dealing with unemployment compensation and the Federal Unem-
ployment Tax Act. At the present time, the Commonwealth of
Puerto Rico has an unemployment compensation program completely
outside of the Federal-State unemployment compensation system.
Employers in Puerto Rico are not subject to the Federal unemploy-
ment tax and Puerto Rico is not entitled to Federal grants to cover
the administrative expenses of its unemployment compensation pro-
gram. By separate legislation enacted in 1950, however, Federal
grants were authorized to cover the costs of the employment service
i Puerto Rico. It is estimated that the Federal unemployment
taxes collected in Puerto Rico will meet all the costs of administering
their unemployment compensation program and part of the costs of
the employment service.

Part 4 includes provisions relating to the operation in Puerto Rico
of title XV of the Social Security Act which deals with payment of
unemployment compensation to Federal employees and ex-servicemen.
At present, title XV provides generally that unemployed Federal
employees and ex-servicemen will receive unemployment compensation
paid for by the Federal Government but determined under the law
of the particular State in which the individual last worked (in the case
of Federal employees) or in which the individual resides (in the case
of ex-servicemen). Title XV presently provides also that unemploy-
ment compensation to Federal employees and ex-servicemen in Puerto
Rico and the Virgin Islands is to be computed under the law of the
District of Columbia. Since Puerto Rico is to be considered a State
for purposes of the unemployment compensation laws, your com-
mittee believes that an indefinite continuation of this use of the
District of Columbia law for Federal employees and ex-servicemen in
Puerto Rico is inappropriate. However, in view of the low level of
Puerto Rican benefits, which (as of June 1 1960) provided a maximum
weekly amount of $1° and a maximum duration of 7 weeks, it does
appear appropriate, for a transition period, to continue to determme
the unemployment compensation payable to Federal employees and
ex-servicemen in Puerto Rico under the law of the District of Columbia,
and part 4 so provides. For weeks of unemployment beginning after
December 31, 1965, Federal civilian employees and ex-servicemen in
Puerto Rico will be paid unemployment compensation under the
unemployment compensation law of Puerto Rico.

VIII. ExTensioNn oF TiMme Wite Respect TO AID-TO-THE-BLIND
ProGraMs IN Mi1ssoURI AND PENNSYLVANIA

Special legislation providing for the approval of certain State plans
under title X that do not meet the requirements of section 1002 (a)(8)
of the Social Security Act would expire June 30, 1961. Your com-
mittee has concluded that this temporary provision should be extended.
It has incorporated in the bill an extension to June 30, 1964.
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IX. SPECIAL STUDIES
A. STUDY OF MEDICAL RESOURCES AVAILABLE TO THE NEEDY

In its consideration of the public assistance programs’ responsibili-
ties for the provision of medical care, the committee noted that there
are other resources that contribute to varying degrees in meeting the
medical needs of public assistance recipients. These resources are
probably uneven in distribution among the States and localities but
nevertheless must be taken into account in any further planning or
evaluation of the extent to which the medical needs of assistance re-
cipients are met. We are, therefore, asking the Department of
Health, Education, and Welfare to make a study of all the medical
resources available to meet the needs of public assistance recipients
and to report their findings to the Congress. The information is of
vital importance to the Congress in considering the problems of med-
ical care needed by the low-income people of the Nation. The com-
mittee expects that the Department will obtain the cooperation and
assistance of the States and various other public and voluntary
agencies and organizations in making the study.

B. STUDY OF PROBLEMS RELATED TO COVERAGE OF FEDERAL EMPLOYEES.

Employees of the Federal Government constitute one of the last
major groups of workers who do not have coverage available to them
under the old-age, survivors, and disability insurance system. Your
committee is aware that in certain cases this creates inequitable treat-
ment and gaps in protection. It is also aware, however, that extension
of coverage to this group will involve substantial policy questions and
commitments by both the workers and the employer—the Federal
Government. Your committee, therefore, urges that the appro-
priate Federal agencies concerned accelerate their efforts in finding a
workable and sound sclution to this problem and report it to the
Congress at the earliest opportunity.

X. SECTION-BY-SECTION ANALYSIS

The first section of the bill contains a short title (the “Social Secu-
rity Amendments of 1960”) and a table of contents. The remainder
of the bill is divided into seven titles as follows:

Title I—Coverage.

Title II—Eligibility for benefits.

Title ITT—Benefit amounts.

Ti;le IV—Disability insurance benefits and the disability
reeze.

Title V—Employment security.

Title VI—Medical services for the aged.

Title VII—Miscellaneous.
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TITLE I—-COVERAGE

SECTION 101. EXTENSION OF TIME FOR MINISTERS TO ELECT COVERAGE

Additional period for filing certificate

Section 101 (a) of the bill amends clause (B) of section 1402 (e) (2)
of the Internal Revenue Code of 1954 to provide an additional period
(somewhat less than 2 years from the date of enactment of the bill)
within which certain ministers, members of religious orders (other
than persons who have taken a vow of poverty as members of such an
order), and Christian Science practitioners may file a certificate elect-
ing to be covered under title IT of the Social Security Act. Under
present law, any member of one of these professions who has had net
earnings from self-employment of $400 or more, any part of which was-
derived from services in such profession, in two or more taxable years
beginning after 1954, but who failed to file a certificate within the time
prescribed by the present section 1402 (e) (2), no longer has an oppor-
tunity to elect the coverage. Under the bill, every such individual is
afforded a further opportunity to make the election. Such election
may be made by filing a certificate on or before the due date of the re-
turn (including any extension thereof) for the individual’s second
taxable year ending after 1959 (generally April 15,1962).

Fifective date of certificate

Section 101 (b) of the bill amends section 1402 (e) (3) of the Internal
Revenue Code of 1954 to eliminate those portions of it which have
ceased to have any effect. As amended by section 101(b) of the bill,
section 1402(e) (3) continues to provide, to the same effect as at pres-
ent, that a certificate filed under section 1402(e) of the code shall be:
effective for the taxable year immediately preceding the earliest tax-
able year for which, at the time the certificate is filed, the period for
filing a return (including any extension thereof) has not expired, and
for all succeeding taxable years. Thus, under present section 1402 (e)
(3) and under such section as amended by section 101(b) of the bill,
where the taxable year is a calendar year and there is no extension of
time for the filing of the tax return, a certificate filed on or before
April 15 of the year following such taxable year is effective for the
2 taxable years preceding the year in which the certificate is filed, and
for all years following such 2 taxable years. If the certificate in such
case is filed after April 15, it is effective only for the immediately
preceding taxable year and for all years thereafter. However, under
the conditions prescribed in section 1402(e) (5) of the code, as added
by section 101 (¢) of the bill (discussed below), a certificate filed under
section 1402(e) of the code by April 15, 1962, may be made effective
for years earlier than those for which the certificate would be effective
under the general rule stated in section 1402(e) (3).

Opti;gal provision for certain certificates filed on or before April
, 1962

Section 101(c) of the bill amends section 1402(e) of the Internal
Revenue Code of 1954 by adding a new paragraph (5). Pursuant
to the new paragraph (5), any individual who has filed a timely re-
turn reporting earnings derived by him in any taxable year ending
after 1954 and before 1960 from the performance of service as a min-
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1ster, a member of a religious order (other than one who has taken
a vow of poverty as a member of such order), or a Christian Science
practitioner, but who does not have self-employment coverage for
the first year for which such a return was filed because a certificate
under section 1402(e) is not in effect with respect to such year, may,
if he wishes, elect to have his self-employment coverage as a minis-
ter, member of a religious order, or Christian Science practitioner be-
gin with such first year. The election (which may be made by the
individual, by a fiduciary acting for him or his estate, or by any sur-
vivor who is or may become entitled to monthly benefits under title IT
of the Social Security Act on his earnings record) may be made in one
of two ways:

(1) If the individual has not filed a valid certificate on or
before the date of the enactment of the bill, he (or such fiduciary
or survivor) may file such a certificate and indicate thereon an
election to have the certificate made effective for the first taxable
vear ending after 1951 and before 1960 for which such individual
filed such a return, and for all succeeding taxable years.

(2) If the individual has filed a valid certificate on or before
the date of the enactment of the bill, he (or such fiduciary or
survivor) may file a supplemental certificate and indicate thereon
an election to have the certificate previously filed by such indi-
vidual made effective for the first taxable year ending after 1954
and before 1959 for which he filed such a return, and for all suc-
ceeding taxable years.

In either case, if the election is to be valid, it must be made on or
before April 15, 1962, and all self-employment tax (whether or not
attributable to earnings as a minister, member of a religious order, or
Christian Science practitioner) due for each taxable year for which
the certificate 1s effective under the new paragraph (5) (but would be
ineffective under par. (3)) must be paid on or before April 15, 1962,
Moreover, any such tax previously refunded as an overpayment be-
cause no valid certificate was then in effect with respect to the year
for which paid must be repaid to the United States, together with
the interest allowed on the refund, on or before such date. However,
any underpayment of the tax which is attributable to an error made in
good faith will not invalidate an election which is otherwise valid.
Any such tax which is paid or repaid for a year with respect to which
the period of limitation on assessment or collection has expired will
not be regarded as an overpayment solely because such period has
expired. It should be noted that April 15, 1962, falls on a Sunday,
and section 7503 of the code provides that an act required to be per-
formed on a Saturday, Sunday, or legal holiday is timely if performed
on the next day which is not a Saturday, Sunday, or legal holiday.
Administrative provisions

Pursuant to section 101(d) of the bill, no interest or penalty will be
imposed in respect of self-employment tax paid on or before April 15,
1962, on earnings derived from the performance of service as a
minister, member of a religious order, or Christian Science practitioner
for taxable years as to which a certificate is effective under the new
paragraph (5) (but would not be effective under par. (3)) of section
1402(e). If such tax is not fully paid (except for underpayments
due to errors made in good faith) on or before April 15, 1962, the
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question of interest does not arise since the certificate in such cases is
effective only for the taxable years prescribed in such paragraph (3)
and not for the earlier years prescribed in such paragraph (5). How-
ever, in the case of an underpayment attributable to an error made in
good faith, the additional tax due for any such earlier year must be
paid with interest accruing from April 15, 1962, to the date of pay-
ment. Moreover, the statutory period for assessing any such under-
payment will expire not earlier than 3 years from April 15, 1962.
Sections 101(¢) and 101(d) of the bill are relief measures for the
benefit of ministers, members of religious orders, and Christian
Science practitioners who filed returns of self-employment tax on
their earnings as such for years with respect to which they have no
self-employment coverage because no certificate under section 1402 (e)
of the code is in effect for such years. However, your committee does
not intend that the amendments made by such section 101(c) should
be regarded as invalidating the effect of Revenue Ruling 57-139
Cumulative Bulletin 1957-1, p. 284) and Revenue Ruling 57401
Cumulative Bulletin 1957-2, p. 604) on any certificate under section
1402 (e) which is filed on or before the date of the enactment of the bill.

Inclusion of earnings in social security records

Section 101(e) of the bill provides that the time limitation relating
to the inclusion of self-employment income in social security records
(sec. 205(c) (5) (F) of the Social Security Act) shall not be appli-
cable to earnings derived in any taxable year ending before 1960
which constitute self-employment income solely by reason of the filing
of a certificate which is effective under section 1402(e) (5).

Effective dates

Section 101(f) of the bill provides that the amendments made by
section 101 of the bill shall be applicable only with respect to certifi-
cates (and supplemental certificates) filed after the date of the enact-
ment of the bill. However, no monthly benefits under title 11 of the
Social Security Act will be increased or payable by reason of such
amendments for any month earlier than the month after the month
of enactment of the bill and no lump-sum death payments under
that title in the case of deaths prior to the date of the enactment of the
bill will be payable or increased by reason of such amendments.

SECTION 102. STATE AND LOCAL GOVERNMENTAL EMPLOYEES

Delegation by governor of certification functions

Under section 218(d) of the Social Security Act, the effectiveness
of certain actions by a State in seeking to secure coverage under the
old-age, survivors, and disability insurance program for employees in
positions covered by a State or local retirement system is contingent
upon certification by the Governor to the Secretary of Health, Educa-
tion, and Welfare as to the use of specified procedures relating to vot-
ing by the members of that system.

Paragraph (1) of section 102(a) of the bill amends section 218(d)
(3) of the Social Security Act to provide that these certifications
(that the referendum procedure has been conducted in accordance
with the requirements of that section) may be made by a person desig-
nated by the Governor, as well as by the Governor himself.
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Paragraph (2) of section 102(a) amends section 218(d)(7) of
the act to provide that the certifications that the specified procedures
required by that section have been followed (when coverage is extend-
ed without an additional referendum under the provisions of the act
permitting a retirement system to be divided, after a vote on the divi-
sion, into two divisions or parts for old-age, survivors, and disability
insurance purposes) may be made by a person designated by the Gov-
ernor as well as by the Governor himself.

Employees transferred from one retirement system to another

Paragraph (1) of section 102(b) of the bill amends the provisions
of the Social Security Act permitting retirement systems in specified
States to be divided into two divisions or parts for coverage purposes,
one division or part consisting of those desiring coverage and the
other consisting of those who do not (sec. 218(d) (6) (C) of the act).
This amendment deals with situations where individuals who are
members of one retirement system group and (under the divided
retirement system provision) have chosen not to be covered become
members of a different retirement system group by reason of action
taken by a political subdivision. It applies only where action under
the divided retirement system provision has also been taken to divide
the second retirement system group. The bill provides that such
individuals will continue to be excluded from coverage, as members of
the division or part of the second retirement system group composed
of positions of members who do not desire such coverage, if (1) on
the day before they become members of such retirement system
group they were in the division or part of -a Tetirement system
group composed of the positions of members who do not desire cov-
erage and if (2) the positions covered by both retirement system
groups are in reality part of a single retirement system which has
under the provisions of section 218(d) (6) (A) of the act, been treated
as separate systems; under existing law they would be compulsorily
covered as “new” employees of the second group. (The provisions of
sec. 218(d) (6) (A) permit positions of employees of a political sub-
division or subdivisions or of the State which are covered by a single
retirement system to be split off and regarded as a separate system
(referred to in this discussion as a “retirement system group”) for
coverage purposes.)

Paragraph (2) provides that this amendment shall be effective for
transfers into a different retirement system group which occur on or
after the date of enactment. Also, upon a request of the Governor (or
other official designated by him for the purpose) filed with the Secre-
tary of Health, Education, and Welfare before July 1, 1961, the
amendment would apply to transfers which occur before the date of
enactment, but only with respect to wages paid on and after the date
on which the request is filed.

fetroactive coverage

Paragraph (1) of section 102(c) of the bill amends section 218(f)
(1) of the Social Security Act to permit State and local coverage pro-
vided under an agreement or modification which is agreed to after
1959 to become effective with respect to services performed on and
after the first day of the fifth calendar year preceding the year in which
the agreement or modification is approved, or on and after any later
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date specified in the agreement or modification. (Par. (3) of this
section of the bill provides, however, that such an agreement or modi-
fication may not be effective earlier than January 1, 1956.) Under
present law, State and local coverage (if agreed to after December 31,
1959) may be retroactive only to the first day of the year in which an
agreement or modification is agreed to.

Paragraph (2) provides that where a retirement system is covered
as a single retirement system, without having been divided or treated
as several retirement systems pursuant to section 218(d)(6) (A),
the State may, if it desires, divide the system into separate retireinent
systems with respect to the employees of any one or more of the politi-
cal subdivisions, or the employees of the State (or of the State and one
- or more political subdivisions), for purposes of selecting the begin-
ning dates for coverage, so that a different beginning date (within
the limits discussed under par. (1)) could be selected for the em-
Eloyees in each of the groups into which the system is so divided.

nder present law, all persons in a retirement system which is not
separated for other reasons must be covered on the same date.

Paragraph (8) provides that the amendment made by paragraph
(1) shall apply in the case of any agreement or modification of an
agreement wEich is agreed to on or after January 1, 1960, except that
an agreement or modification which is agreed to before 1961 may not be
effective with respect to services performed before January 1, 1956.
Paragraph (3) also provides that the amendment made by paragraph
(2) shall apply in the case of any agreement or modification which is
agreed to on or after the date of enactment.

Policemen and firemen

Section 102(d) of the bill amends section 218(p) of the Social
Security Act to add the State of Virginia to the list of States in
which coverage under the old-age, survivors, and disability insurance
program is available (at the request of the State and subject to the
referendum requirements of sec. 218(d) (3) ) to policemen and firemen
In positions covered under retirement systems.

Limitation on States’ liability for employer (and employee) coniri-
butions in certain cases

Paragraph él) of section 102(e) of the bill adds to section 218(e)
of the Social Security Act a new paragraph (2), permitting a social
security coverage agreement between the Secretary and a State to pro-
vide for treating the wages of an individual who is an employee both
of the State and a political subdivision or subdivisions, or of more than
one subdivision, as though paid to him by a single employer. This
provision is significant for purposes of determining whether employer
contributions are due on such an individual’s wages during a year in
excess of the maximum amount otherwise counted for old-age, sur-
vivors, and disability insurance purposes. The amendment provides
this treatment where the State bears the entire cost of the employer
share of the contributions (that is, the amount referred to in sec.
218(e) of the act which is equivalent to the tax imposed by sec. 3111
of the Internal Revenue Code of 1954) and is not reimbursed by any
political subdivision. The provisions of the new paragraph would be
applicable onlgr to the extent that the State complies with such regu-
lations as the Secretary may prescribe to carry out its purposes.
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The provisions of this new paragraph could be made applicable
with respect to wages paid after an effective date specified in the
agreement or modification, but not before the first day of the year
in which the agreement or modification is mailed or by other means
delivered to the Secretary; in no event could the provisions of the
new paragraph be made applicable to wages paid prior to January 1,
1961.

Paragraph (2) of section 102(e) of the bill amends section 218 (f)
of the act to make the general rules governing the retroactivity of
coverage agreement modifications inapplicable to modifications under
the new section 218(e) (2) described above.

Statute of limitations for State and local coverage

Section 102(f) (1) of the bill adds four new subsections ((q), (r),
(s), and (t)) to section 218 of the Social Security Act. The new
subsection (q) provides a time limitation on the period within which
a State may be held liable by the Secretary of Health, Education, and
Welfare for amounts due under its social security coverage agreement.
The new subsection (r) provides a time limitation on the period
within which a State may be allowed a credit (or refund) for amounts
which it has erroneously paid. The new subsections (s) and (t)

rovide a specific procedure under which the States can seek review

y the Secretary of determinations made by him, and judicial review
of such determinations when they result in the assessment of contri-
butions or the denial of a State’s claim for credit (or refund).

Time limitation on assessments—Paragraph (1) of the new sub-
section (q) of section 218 provides that a State shall be liable for
contributions (and interest thereon) due under its coverage agreement
until the Secretary is satisfied that the amount due has been paid to
the Secretary of the Treasury.

Paragraph (2) of the new subsection (q) provides that, notwith-
standing paragraph (1) of the new subsection, a State shall not be
liable for contributions (or interest thereon) after the expiration of
the time limitation established by the paragraph unless an “assess-
ment” of the amount due is made by the Secretary before the expira-
tion of that time limitation. This time limitation would end with
whichever of the following periods expires the latest: 3 years, 3
months, and 15 days after the year in which the wages were paid or
after the year following the year in which this new subsection is
enacted, or 3 years after the date on which the contributions became
due.

Paragraph (3) of the new subsection (q) provides that for purposes
of the subsection an “assessment’ is made when a State is sent a notice
stating the amount of the contributions (or interest) due and the basis
for the determination. ,

Paragraph (4) of the new subsection (q) provides that an assess-
ment of an amount due shall be deemed to have been timely made even
though it is not made until after the expiration of the time limitation
(referred to in the new subsec. (q)(2)), In certain situations which
are described in subparagraphs (A), (B),and (C) of the paragraph.
Under subparagraph (A) the time limitation would be extended if,
before the expiration of the time limitation (or the time limitation
as extended ), the Secretary and the State agree in writing to extend
the time limitation and if, subject to the conditions specified in the
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agreement, the Secretary makes an assessment within the extended
period. Subparagraph (B) provides that where within the 365-day
period ending with the expiration of the time limitation (or the time
limitation as extended), a State pays an amount which is less than the
correct amount of contributions due with respect to the wages paid
to individuals in any calendar quarters as members of a coverage
group, the time limitation relating to the individuals, calendar
quarters, and coverage group for which the contributions were paid
will not expire before the 865th day following the day on which such
contributions are paid. Under subparagraph (C), the time limitation
would be extended for an assessment with respect to wages which
are credited to the Secretary’s records under subparagraphs (A) and
(B) of section 205(c) (5) of the act, but only if the assessment is
made within the period during which such entry may be made pur-
suant to those subparagraphs of existing law. (Subpars. (A) and (B)
of sec. 205 (c) (5) of the act permit crediting of wages to an earnings
record after the expiration of the period for making earnings record
corrections, in situations where final action has not been taken on a
benefit application or earnings record discrepancy action which in-
volves such earnings record and the application or request for such
action is filed before the expiration of the correction period.) .

Paragraph (5) of the new subsection (q) provides that a State will
be liable, after the expiration of the time limitation, for contribu-
tions that become due as a result of an allowance of a claim for credit,
if an assessment of such contributions is made at the time (or before)
the claim for credit is allowed. No interest would be charged in
these cases. This provision applies to situations where an allowance
of a claim for credit would reduce an individual’s wage credits for
a year to less than the maximum (presently $4,800 per year), thereby
opening the way to crediting other wages which were not previously
reported because of such maximum.

Paragraph (6) of the new subsection (q) authorizes the Secretary
to accept wage reports which are filed after the time limitation has
expired where the State pays the amount of contributions due with
respect to the wages so reported and agrees to be liable, until notified
by the Secretary of the acceptance of the report, for any additional
contributions which are due with respect to the coverage group and
calendar quarters for which the report is filed. No interest would
be charged in these cases.

Paragraph (7) of the new subsection (q) provides that a State
will be liable for contributions (and interest thereon) without regard
to the time limitation where there has been a fraudulent attempt by an
officer of the State or of a political subdivision to defeat or evade
payment of the contributions.

Time limitation on credits and refunds.—Paragraph (1) of the new
subsection (r) of section 218 provides that no credit (or refund) for
an overpayment of contributions (or interest thereon) made by a
State with respect to any wages paid an individual as a member of
a coverage group in a calendar quarter, may be allowed after the ex-
piration of the time limitation established by the paragraph unless a
claimm for credit or refund is filed by the State before the time limita-
tion expires. The time limitation provided by the new subsection (r)
would end with whichever of the following periods expires the latest :
(A) 3 years, 3 months, and 15 days after the year in which the wages
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were paid or after the year following the year in which this new
subsection is enacted, (B) 8 years after the due date for the payment
which included the overpayment with respect to the wages paid the
individual as a member of the coverage group in the calendar quarter
involved, or (C) 2 years after the overpayment was made.

Paragraph (2& of the new subsection (r) provides that a claim for
credit (or refund) which is filed after the expiration of the time limi-
tation (referred to in the new subsection (r) (1)) shall, nevertheless, be
deemed to have been filed before such expiration in the situations de-
scribed in subparagraphs (A) and (B) of the paragraph. Subpara-
graph (A) provides that a State and the Secretary could agree in
writing before such expiration to extend (or to further extend) the
time limitation for an agreed upon period, and that a claim for credit
or refund which is filed before the end of the extended period would,
subject to the conditions specified in the agreement, be deemed to have
been filed before the expiration of the time limitation. Under sub-
paragraph (B), claims for credit or refund which relate to wages
which are deleted from the Secretary’s records under subparagraph
(A), (B), or (E) of section 205(c) (5) of the Social Security Act
would be deemed to have been filed before the expiration of the time
limitation. (Subpars. (A) and (B) of sec. 205(c) (5) of the act
permit the deletion of wage entries from an earnings record after the
expiration of the period for making earnings record corrections, in sit-
uations where final action has not been taken on a benefit apphcation
or request for an earnings record discrepancy action involving such
earnings record, if such application or request was filed before the
expiration of that correction period. Sec. 205(c)(5) (E) permits
the deletion of wage entries after the expiration of the correction
period where the entry is erroneous as the result of fraud.)

Review by the Secretary—The new subsection (s) of section 218
provides that the Secretary shall review (and affirm, modify, or
reverse) an assessment, the disallowance of a claim for credit (or
refund), or the allowance of a credit (or refund), if a written request
for such a review is filed with him by a State within 90 days (or within
such further time as he may allow) after the day on which notification
is sent to such State of the assessment, disallowance, or allowance.
The State would be notified of the decision arising out of the Secre-
tary’s review and the basis for the decision.

Review by court—Paragraph (1) of the new subsection (t) of
section 218 provides that a State may file a civil action against the
Secretary, without regard to the amount in controversy, for a
redetermination of the correctness of an assessment, disallowance,
or allowance with respect to which the Secretary has rendered a
decision pursuant to the new subsection (s) if the civil action is
filed within 2 years (or such further time as the Secretary may allow)
after the notification of the decision was mailed to the State. These
civil actions would be brought in the United States district court for
the judicial district in which the State capital is located. Where the
action is brought by an interstate instrumentality, however, it would be
commenced in the judicial district where the instrumentality’s prin-
cipal office is located. Actions under this new paragraph would sur-
vive notwithstanding any change in the person occupying the office
of the Secretary or any vacancy in that office. The judgment of the
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court would be final except that it would be subject to review in the
same manner as judgments of district courts in other civil actions.

Paragraph (2) of the new subsection (t) provides that no interest
shall accrue, after final judgment with respect to a State’s overpay-
ment, pursuant to section 2411 of title 28 of the United States Code.
This section of title 28 provides, in part, for the payment of interest
at the rate of 4 percent per annum from the date of a final judgment
rendered against the United States.

Paragraph (3) of the new subsection (t) provides that the payment
of amounts due to a State pursuant to a final judgment rendered by a
district court in an action brought under the new subsection shall be
adjusted in accordance with the provisions of section 218 of the Social
Security Act and regulations thereunder rather than section 2414 of
title 28 of the United States Code. This section of title 28 provides for
the payment by the General Accounting Office of final judgments
rendered against the United States.

Earnings record corrections—Section 102(f) (2) of the bill amends
subparagraph (F) of section 205(c) (5) of the act to authorize the
Secretary to add, change, or delete any entry of wages in his records
of an individual’s covered earnings after the expiration of the time
limitation which (under that section) is applicable to such addition,
change, or deletion, in order to conform his records to an assessment
or the allowance of a credit or refund pursuant to the new provisions
of section 218 of the act described above.

Effective date—Subparagraph (A) of section 102 (f) (38 of the bill
provides that the effective date of the new subsections (q), (r), (s),and
(t) of section 218 of the act shall be the first day of the second calendar
year after the year of enactment.

Subparagraph (B) of section 102(f) (3) of the bill provides that
where the %ecretary has notified the State of an underpayment, dis-
allowed a State’s claim for credit (or refund), or allowed a State a
credit (or refund) before this effective date, then the Secretary will be
deemed to have made an assessment, or to have notified the State of the
disallowance or allowance on that date. The State could request the
Secretary to review these deemed assessments, disallowances, and
allowances without regard to the 90-day time limitation for request-
ing a review under the new subsection (s). However, these special
transitional provisions would not apply if the Secretary actually
makes the assessment, or sends the State a followup notification of the
disallowance or allowance, within the appropriate time limitation
provided under the new subsections (q) and (r). In these cases, the
90-day period for requesting a review would begin with the day fol-
lowing the day on which the assessment or followup notification is sent
to the State.

Municipal and county hospitals

Section 102(g) of the bill amends subparagraph (B) of section
218(d),(6) of the Social Security Act to provide that, where a hospital
is an 1ntegral part of a political subdivision of a State, positions of
employees of such hospital which are covered under a retirement sys-
tem together with the positions of other State or local employees may
be treated by the State as being under a separate retirement system
for purposes of coverage under old-age, survivors, and disability in-
surance. Subparagraph (B) of section 218(d) (6) now provides for
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the similar treatment of the positions of employees of institutions of
higher learning.

Validation of coverage for certain Mississippi.teachers

Section 102 (h) of the bill provides that, for purposes of section 218
of the Social Security Act, services performed by certain teachers and
other school employees in the State of Mississippi after February 28,
1951, and before October 1, 1959, shall be deemed to have been per-
formed by ‘them as employees of the State. This provision has the
effect of validating old-age, survivors, and disability wage credits of
such teachers and other school employees for the period during which
they were reported as State employees although (as was subsequently
found) they were employees of political subdivisions of the State.

BECTION 103. EXTENSION OF THHE PROGRAM TO GUAM AND AMERICAN SAMOA

This section generally extends coverage under the old-age, sur-
vivors, and disability insurance program to employees and self-em-
ployed individuals in Guam and American Samoa.

Lump-sum payment in the case of reinterments

Section 103(a) of the bill amends section 202(i) of the Social
Security Act, section 101(d) of the Social Security Act Amendments
of 1950, and section 5(e) (2) of the Social Security Act Amendments
of 1952 to permit the filing of an application for a lump-sum death
payment within 2 vears after reinterment in Guam or American
Samoa of an individual who died outside the several States and the
District of Columbia after June 24, 1950, and whose death occurred
while he was in the active military or naval service of the United
States (or, after 1956, was a member of the uniformed services).

Retircment test for aliens in self-employment

Section 103(b) of the bill amends section 203 (k) of the Social Se-
curity Act to provide that, despite the extension of coverage to Guam
and American Samoa, they shall be considered to be outside the
United States for purposes of the application of the retirement test
to net earnings from self-employment in a trade or business con-
ducted in Guam or American Samoa by an alien who is not a resident
of the United States (including Guam and American Samoa).

Social Security Act amendments relating to coverage for purposes of
benefits

Officers and employees of the government.—Section 103(c) of the
bill amends section 210(a) (7) of the Social Security Act to provide,
in general, that services performed by officers and employees of the
Government of Guam, the Government of American Samoa, any po-
litical subdivision thereof, or any wholly owned instrumentality of
any one or more of the foregoing shall not be excepted from “employ-
ment” within the meaning of title IT of the Social Security Act as
services performed in the employ of a State, political subdivision, or
wholly owned instrumentality thereof. In general, this has the effect
of extending coverage under old-age, survivors, and disability insur-
ance to such services on a compulsory basis (subject to the special
effective date provisions contained in section 103 (v) of the bill, dis-
cussed below). Members of the legislature of either government or
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of any political subdivisien of either are specifically included in the
coverage. Where an individual performs services as an officer or
employee of the Government of Guam, the Government of American
Samoa, any political subdivision of either, or an instrumentality
wholly owned by any one or more of the foregoing, and such services
are covered by the Civil Service Retirement Act or by any other re-
tirement system established by a law of the United States, then such
services are not included in the coverage. In any case where such
services are not covered by such a retirement system, the services are
included under the old-age, survivors, and disability insurance pro-
gram. All remuneration paid for such services, including fees paid
to a public official and remuneration paid by the United States or an
agency thereof, will be deemed to have been paid by the Government
of Guam, the Government of American Samoa, a political subdivision
thereof, or a wholly owned instrumentality of any one or more of
the foregoing, whichever is appropriate.

Filipino contract workers in (Guam.—Section 103(d) of the bill
amends section 210(a) of the Social Security Act by adding a new
paragraph (18), which excludes from employment, and thus from
old-age, survivors, and disability insurance coverage, services per-
formed in Guam by any resident of the Republic of the Philippines
who is admitted to Guam on a temporary basis as a nonimmigrant alien
pursuant to section 101(a) (15) (H) (ii) of the Immigration and
Nationality Act.

Definition of “State”.—Section 103(e) of the bill amends section
210(h) of the Social Security Act to include Guam and American
Samoa in the definition of the term “State” for purposes of title II
of the act.

Definition of “United States”.—Section 103 (f) of the bill amends
section 210(1) of the Social Security Act to include Guam and Amer-
ican Samoa 1n the definition of “United States” when that term is
used for purposes of determining the geographical coverage of the
program under such title II. ,

Net earnings from self-employment.—Section 103(g) of the bill
adds a new paragraph (8) to section 211(a) of the Social Security
Act, which deals with net earnings from self-employment. Pursuant
to the new paragraph (8), Guam and American Samoa are not to
be considered as possessions of the United States within the meaning
of section 931 and section 932 of the Internal Revenue Code of 1954,
but only for purposes of determining self-employment coverage.
Section 931 provides, in effect, an exclusion from gross income, for
purposes of the Federal income tax, in respect of certain income de-
rived from sources outside the United States by citizens of the United
States who meet the percentage tests stated in section 931 in respect of
income derived from sources within certain possessions (including
Guam and American Samoa) of the United States. Section 932 pro-
vides, in effect, that gross income, for purposes of the Federal income
tax, means only gross income derived from sources within the United
States (not including the possessions), in the case of certain citizens
of possessions (including Guam and American Samoa) who are not
otherwise citizens of the United States and who are not residents of
the United States.
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To the extent that income does not constitute gross income for Fed-
eral income tax purposes, there can be no self-employment coverage
unless the income tax exclusion is overridden by statute for self-em-
ployment purposes. In general, this is the purpose of the amendment
made by section 103(g) of the bill in respect of sections 931 and 932
of the Internal Revenue Code of 1954, insofar as such sections have
application to Guam and American Samoa. In the area of section
931, the principal effect, in general, is to include in net earnings from
self-employment all income derived by United States citizens which
is excluded from gross income for Federal income tax purposes only
by reason of taking income from Guam or American Samoa into
account in the application of such section. In the area of section 932,
the effect, in general, is to treat Guamanians and American Samoans
the same for self-employment coverage purposes as citizens born in
any State of the Union.

Aliens in Guam and American Samoa.—Section 103 (h) of the bill
amends section 211 (b) of the Social Security Act to provide that indi-
viduals who are not citizens of the United States but who are residents
of Guam or American Samoa shall not be regarded as nonresident
aliens for self-employment purposes. The effect of this amendment
is to accord the same treatment, for self-employment coverage pur-
goses, to nonresident aliens who are residents of Guam or American

amoa as that accorded aliens who are residents of the United States.

Exclusion from coverage under Federal-State agreement.—Section
103(1) of the bill amends section 218(b) (1) of the Social Security
Act to provide that for purposes of Federal-State agreements for the
coverage of State and local employees the term “State” does not in-
clude Guam or American Samoa.

Technical amendments relating to Fuerto Rico.—Section 103(j)
of the bill repeals various provisions of title IT of the Social Security
Act which relate to the beginning date of coverage for Puerto Rico

and which are no longer operative, and makes necessary conforming
changes.

Internal Revenue Code amendments relating to coverage for purposes
of Social Security taxes

Imposition of self-employment tax.~—Section 103(k) of the bill
adds a new paragraph (9) to section 1402(a) of the Internal Revenue
Code of 1954, which deals with net earnings from self-employment.
Pursuant to the new paragraph (9), Guam and American Samoa are
not to be considered as possessions of the United States within the
meaning of section 931 and section 932 of the Internal Revenue Code
of 1954, but only for purposes of determining liability for the self-
employment tax.

Section 931 provides, in effect, an exclusion from gross income, for
purposes of the Federal income tax, in respect of certain income de-
rived from sources outside the United States by citizens of the United
States who meet the percentage tests stated in section 931 in respect of
income derived from sources within certain possessions (including
Guam and American Samoa) of the United States. Section 932 pro-
vides in effect that gross income, for purposes of the Federal income
tax, means only gross income derived from sources within the United
States (not including the possessions), in the case of certain citizens of
possessions (including Guam and American Samoa) who are not other-
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wise citizens of the United States and who are not residents of the
United States. To the extent that income does not constitute gross in-
come for Federal income tax purposes, there can be no self-employment
coverage unless the income tax exclusion is overridden by statute for
self-employment purposes. In general, this is the purpose of the
amendment made by section 103 (k) of the bill in respect of sections
931 and 932 of the Internal Revenue Code of 1954, insofar as such sec-
tions have application to Guam and American Samoa. In the area of
section 931, the principal effect, in general, is to include in net earnings
from self-employment all income derived by United States citizens
which is excluded from gross income for Federal income tax purposes
only by reason of taking income from Guam or American Samoa into
account in the application of such section. In the area of section 932,
the effect, in general, is to treat Guamanians and American Samoans
the same for self-employment tax purposes as citizens born in any
State of the Union.

Aliens in Guam and American Samoa.—Section 103 (1) of the bill
amends section 1402(b) of the Internal Revenue Code of 1954 to pro-
vide that individuals who are not citizens of the United States but who
are residents of Guam or American Samoa shall not be regarded as
nonresident aliens for self-employment tax purposes. The effect of
this amendment is to accord the same self-employment tax treatment
to nonresident aliens who are residents of Guam or American Samoa
as that accorded to aliens who are residents of the United States.

Cross reference.—Section 103 (m) of the bill amends paragraph (2)
of section 1403 (b) of the Internal Revenue Code of 1954 to include a
reference to Guam and American Samoa in the cross-reference to sec-
tion 7651 of the Internal Revenue Code of 1954, relating to the collec-
tion of taxes imposed in a possession of the United States pursuant to
such code.

Officers and employees of the government.—Section 103 (n) of the
bill amends section 3121 (b) (7) of the Internal Revenue Code of 1954
to provide that services performed as an officer or employee of the
Government of Guam, the Government of American Samoa, any
political subdivision thereof, or any wholly owned instrumentality of
any one or more of the foregoing shall not be excepted from “employ-
ment”, within the meaning of the Federal Insurance Contributions
Act, as services performed in the employ of a State, a political sub-
division thereof, or an instrumentality wholly owned by any one or
more of the foregoing. In general, this has the effect of extending
coverage under the Federal Insurance Contributions Act to such serv-
ices. Members of the legislature of the Government of Guam, the
Government of American Samoa, or of any political subdivision of
either are specifically included in the coverage so extended. Where
an individual performs services as an officer or employee of the Gov-
ernment of Guam, the Government of American Samoa, any political
subdivision of either, or an instrumentality wholly owned by any one
or more of the foregoing and such services are covered by the Civil
Service Retirement Act or by any other retirement system established
by a law of the United States, then such services are not included in
the coverage so extended. In any case where such services are not
covered by such a retirement system, the services are included in the
coverage under the Federal Insurance Contributions Act. All re-
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muneration paid for such services, including fees paid to a public
official and remuneration paid by the United States or an agency there-
of, will be deemed to have been paid by the Government of Guam, the
Government of American Samoa, a political subdivision thereof, or
a wholly owned instrumentality of any one or more of the foregoing,
whichever is appropriate.

Filipino contract workers in Guam.—Section 103 (o) of the bill fur-
ther amends section 3121 (b) of the Internal Revenue Code of 1954 by
adding a new paragraph (18), which provides an exception from “em-
ployment” within the meaning of the Federal Insurance Contribu-
tions Act, for services performed in Guam by any resident of the
Republic of the Philippines who is admitted to Guam on a temporary
basis as a nonimmigrant alien pursuant to section 101 (a) (15) (H) (ii)
of the Immigration and Nationality Act.

Definition of “State” and “United States”.—Section 103(p) of the
bill amends section 3121(e) of the Internal Revenue Code of 1954 to
include Guam and American Samoa in the definition of the term
“State,” and in the definition of the term “United States” when used
in a geographical sense, for purposes of the Federal Insurance Con-
tributions Act.

Provisions for tax administration and collection

Section 103(q) of the bill amends subchapter C of chapter 21 of
the Internal Revenue Code of 1954 by redesignating section 3125 as
section 3126 and by inserting a new section 3125. Subsection (a) of
the new section 3125 relates to the employee and employer taxes im-
posed with respect to certain services performed as officers or em-
ployees of the Government of Guam, any political subdivision thereof,
or any instrumentality wholly owned by any one or more of the.fore-
going. The return and payment of such taxes may be made by the
Governor of Guam or by such agents as he may designate. A person
making such return may, for convenience of administration, make
payments of the employer tax imposed under section 3111 without
regard to the $4,800 }iimitation in section 3121(a) (1) (although this
subsection would not authorize such person to disregard the $4,800
limitation as to remuneration includible in returns made by him).
The purpose is to relieve a person making a return on behalf of any
department or agency of the Government of Guam, any political
subdivision therof, or any instrumentality wholly owned by any one or
more of the foregoing of any necessity for ascertaining whether any
wages have been reported for a particular employee by any other
reporting unit of such government, political subdivision, or instru-
mentality.

Subsection (b) of the new section 3125 contains identical provisions
in respect of American Samoa.

Section 103 (r) (1) of the bill amends section 6205(a) of the Internal
Revenue Code of 1954 by adding a new paragraph (3). The new
paragraph (8) provides that each agent designated by the Governor
of Guam or the Governor of American Samoa, pursuant to the new
section 3125 of the code, to make returns of the employee and employer
taxes imposed under the Federal Insurance Contributions Act shall
be deemed to be a separate employer for purposes of section 6205 (a)
of the code, relating to adjustments of underpayments of such taxes.
Thus, adjustments of underpayments will be made by the reporting
unit by which the underpayment was made.
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Section 103 (r) (2) of the bill amends section 6413 (a) of the Internal
Revenune Code of 1954 by adding a new paragraph (3). The new
paragraph (3) provides that each agent designated by the Governor
of Guam or the Governor of American Samoa, pursuant to the new
section 3125 of the code, to make returns of the employee and employer
taxes imposed under the Federal Insurance Contributions Act shall
be deemed to be a separate employer for purposes of section 6413 (a)
of the code, relating to adjustments of overpayments of such taxes.
Thus, adjustments of overpayments will be made by the reporting
unit by which the overpayment was made.

Section 103(r) (3) of the bill amends section 6413(c) (2) of the
Internal Revenue Code of 1954 by adding thereto new subpara-
graphs (D) and (E). The new subparagraph (D) provides that for
purposes of the special credit or refund provisions contained in section
6413 (c) (1), the Governor of Guam and each of the agents he desig-
nates to make returns of the employee tax and employer tax imposed
under the Federal Insurance Contributions Act shall be treated as
separate employers. The new subparagraph (E) contains identical
provisions in respect of American Samoa. The effect of these amend-
ments is to permit a claim for special credit or refund, rather than a
general claim for réfund under section 6402(a), in any case where
an employee receives more than $4,800 of wages in a calendar year
by reason of his having performed services for two or more reporting
units of the government of Guam, the government of American
Samoa, any political subdivision of either, or any instrumentality
wholly owned by one or more of the foregoing.

Section 103(s) of the bill amends section 7213 of the Internal
Revenue Code of 1954 by redesignating subsection (d) as subsection
(e) and by inserting a new subsection (d). Pursuant to the new
subsection (d), all provisions of law relating to the disclosure of
information, and all provisions of law relating to the unauthorized
disclosure of information, which apﬁ)ly to an officer or employee of the
Treasury Department shall also apply to any delegate who is an officer
or employee of another department or agency of the United States,
or of a possession, who is authorized, directly or indirectly, by the Sec-
retary of the Treasury to perform any function in the administration
of the self-employment tax under chapter 2, or the employee and em-
ployer taxes under chapter 21 (the Federal Insurance Contributions
Act), in Guam or American Samoa.

Section 103(t) of the bill amends section 7701(a) (12) of the In-
ternal Revenue Code of 1954 by inserting a new subgaragraph (B)
and by designating the existing provisions of section 7701(a) (12) as
subparagraph (A§. The new subparagraph (B) defines the term
“delegate” to include any officer or employee of a department of the
United States other than the Treasury Department, or of any agency
of the United States not a part of the Treasury Department, or of
any possession of the United States, who is authorized, directly or
ingirectly, by the Secretary of the Treasury to perform any func-
tion in Guam or American Samoa with respect to the self-employ-
ment tax under chapter 2 or the employee and employer taxes under
chapter 21. Since the Treasury Department does not now maintain
tax-collection offices in Guam or American Samoa, the Secretary of
the Treasury may find it desirable and expedient that the perform-
ance of functions in respect of such taxes be delegated, directly or
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indirectly, to an officer or employee of another department or agency
of the United States, or of Guam or American Samoa. The new
subparagraph (B) of section 7701(a) (12) provides authority for such
a delegation.

Section 103 (u) of the bill amends section 30 of the Organic Act of
Guam so as to exclude the self-employment tax under chapter 2 of
the Internal Revenue Code of 1954, and the employee and employer
taxes under chapter 21 of such code, from the taxes which, pursuant
g: section 30 of the organic act, are to be covered into the treasury of

uam.

Efective dates

Section 103 (v) (1) of the bill provides effective dates for the amend-
ments made by section 103 of the bill.

The amendments relating to reinterments (subsec. (a) of sec. 103)
a}}l)plg7 1Ivith respect to reinterments after the date of enactment of
the bill.

The amendments relating to noncovered remunerative activity out-
side the United States for purposes of the old-age, survivors, and
disability insurance “retirement test” (subsec. (bé of sec. 103) and
the amendments defining “State” and “United States” to include
Guam and American Samoa for purposes of title IT of the Social
Security Act (subsecs. (e) and (f) of sec. 103) are effective with
respect to service performed after 1960, except that, in the case of a
trage or business (other than the performance of service as an em-

loyee), such amendments are effective with respect to taxable years

ginning after 1960.

The amendments relating to the exclusion from coverage of resi-
dents of the Republic of the Philippines admitted to Guam on a
temporary basis, excluding Guam and American Samoa from the
definition of State for purposes of coverage under a State agreement
entered into pursuant to section 218 of the Social Security Act, and
defining “State” and “United States” for purposes of the Federal
Insurance Contributions Act (subsecs. (d), (i), (o), and (p) of sec.
103) are effective with respect to service performed after 1960.

The amendments relating to the extension of self-employment cov-
erage to Guam and American Samoa (subsecs. (g), (h), (k), and (1)
of sec. 103) are effective with respect to taxable years beginning after
1960. Insofar as subsections (g) and (k) relate to the Virgin Islands,
the amendments made by such subsections are merely technical and
clarifying, and such amendments are effective with respect to the
Virgin Islands for taxable years beginning after 1950.

The amendments relating to the coverage of officers and employees
of the Government of Guam, the Government of American Samoa,
any political subdivision of either, or any instrumentality wholly
owned by any one or more of the foregoing (subsecs. (¢), (n), (q),
and (r) of sec. 103) are effective, in the case of Guam, with respect to
service performed on or after the first day of the calendar quarter
following the calendar quarter in which the Secretary of the Treasury
receives a certification by the Governor of Guam that the Legislature
of Guam has expressed its desire for the coverage and, in the case of
American Samoa, with respect to service performed on or after the
first day of the calendar quarter following the calendar quarter in
which the Secretary of the Treasury receives a certification from the
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Governor of American Samoa that its Government desires the cov-
erage; but, in the case of both Guam and American Samoa, not earlier
than 1961. Thus, if the coverage is to commence with reference to
the earliest possible effective date (Jan. 1, 1961), the certification must
be received prior to 1961.

The amendments relating to the delegation of functions in Guam
or American Samoa to an officer or employee of a department of the
United States Government other than the Treasury Department, an
officer or employee of an agency of the United Igta.tes outside the
Treasury Department, or an officer or employee of Guam or American
Samoa (subsecs. (s) and (t) of sec. 103) are effective on the date of
the enactment of the bill, and authority is provided for appropriating
such sums as may be necessary for the pergorma.nce of such functions
by such officer or employee. Such sums are to be appropriated directly
to the delegate, or to the agency which normally receives appropria-
tions for such delegate, rather than to the Treasury, in order to avoid
any need for charges to and reimbursements by the Treasury.

Section 103(v) (2) of the bill provides that the amendments made
by sections 103(c) and (n) shall not affect the determination of
whether an officer or employee of the Government of Guam, the Gov-
ernment of American Samoa, any political subdivision of either, or
any wholly owned instrumentality thereof is an employee of an agency
or instrumentality of the United States for any purpose other than
the old-age, survivors, and disability insurance program.

Section 103(v) (3) of the bill provides that the repeal of the pro-
visions concerning the beginning date of coverage in Puerto Rico,
and the related conforming amendments, shall not affect the date on
which this coverage extension became effective, the manner or con-
sequences of the extension, or the status of any individual with respect
to whom the eliminated provisions are applicable,

SECTION 104. DOCTORS OF MEDICINE

Amendments to title I1 of the Social Security Act

Removal of exclusion for doctors of medicine~—Under existing law,
services performed by a self-employed person in the exercise of his
profession as a doctor of medicine, or as a member of a partnership
engaged in the practice of medicine, are excepted from the term “trade
or business” and thus from self-employment coverage under section
211(c) (5) of the Social Security Act. Section 104(a) (1) of the bill
amends section 211(c) (5) of the act by removing this exception pro-
vided for services performed as a doctor of medicine or as a member
of a partnership engaged in the practice of medicine. In general, the
effect of this amendment is to extend old-age, survivors, and dis-
ability insurance coverage on a compulsory basis to net earnings de-
rived by an individual from the practice of medicine on his own
account or by a partnership of which he is a member. )

Section 104(a) (2) of the bill merely conforms the provisions of
the last two sentences of section 211(c) of the Social Security Act to
the amendment made by section 104(a) (1) of the bill. The changes
made in such provisions of section 211(c) are technical changes and
have no substantive effect. _

Removal of exclusion for interns in Federal hospitals—Present sec-
tion 210(a) (6) (C) (iv) of the Social Security Act excludes from
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“employment,” and thus from old-age, survivors, and disability insur-
ance coverage, services performed by certain interns, student nurses,
and other student employees of hospitals of the Federal Government.
Section 104 (b) of the bill amends such section 210(a) (6) (C) (iv) so
as to remove the exclusion insofar as it pertains to medical or dental
interns and medical or dental residents-in-training. The effect of
this amendment is to extend old-age, survivors, and disability in-
surance coverage to such individuals with respect to services per-
formed by them as interns or residents-in-training in the employ of
hospitals of the Federal Government.

Removal of exclusion for student interns.—Present section 210(a)
(18) of the Social Security Act excludes from employment, and thus
from old-age, survivors, and disability insurance coverage, services
performed by certain student nurses in the employ of a privately
operated hospital or nurses’ training school, and services performed
as an intern in the employ of a privately operated hospital by an
individual who has completed a 4-year course in a medical school
chartered or approved pursuant to State law. Section 104(c¢) of
the bill amends such section 210(a) (13) so as to remove the exclusion
insofar as it pertains to interns. The effect of this amendment is to
extend old-age, survivors, and disability insurance coverage to such
individuals unless their services are excluded under provisions other
than section 210(a) (18). Thus the services of an intern are covered
if he is employed by a hospital which is no¢ exempt from income tax
as an organization described in section 501(c)(3) of the Internal
Revenue Code of 1954. If the intern is employed by a hospital which
is exempt from income tax and which has a waiver certificate in
effect under section 3121(k) of the code, he is not excluded from
coverage by section 210(a) (8) (B) of the Social Security Act if (1)
he was an employee of the hospital at the time the waiver certificate
was filed and continuously thereafter, and he elects to be covered
within the 24-month period prescribed in section 3121 (k), or (2) he
became an employee of the hospital after the calendar quarter in
which the certificate was filed.

Conforming amendments in the Internal Revenue Code of 195}

Removal of exclusion for doctors of medicine.—Under existing law,
services performed by a self-employed person in the exercise of his
profession as a doctor of medicine, or as a member of a partnership
engaged in the practice of medicine, are excepted from the term “trade
or business” under section 1402 (¢) (5) of the Internal Revenue Code
of 1954. Section 104 (d) (1) of the bill amends section 1402 (¢) (5)
of the code by removing the exception provided for services performed
as a doctor of medicine or as a member of a partnership engaged in the
practice of medicine. In general, the effect of this amendment is to
subject the net earnings derived by an individual from the practice of
medicine on his own account or by a partnership of which he is a
member to the self-employment tax.

Section 104 (d) (2) of the bill merely conforms the provisions of
the last two sentences of section 1402 (c) of the Internal Revenue Code
of 1954 to the amendment made by section 104 (d) (1). The changes
made in such provisions of section 1402 (c) are technical changes and
have no substantive effect.
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Technical amendments—Section 104 (e) of the bill merely conforms
the language of sections 1402(e) (1) and 1402(e) (2) of the code to
the amendment made by section 104 (d) (1). The changes made are
technical changes and have no substantive effect.

Remowal of exclusion for interns in Federal hospitals—Present sec-
tion 3121 (b) (6) (C) (iv) of the Internal Revenue Code of 1954
excludes from “employment,” and thus from coverage under the Fed-
eral Insurance Contributions Act, services performed by certain in-
terns, student nurses, and other student employees of hospitals of the
Federal Government. Section 104 (f) of the bill amends such sec-
tion 3121 (b) (6) (C) (iv) so as to remove the exclusion insofar as
it pertains to medical or dental interns and medical or dental residents-
in-training. The effect of this amendment is to make the remunera-
tion of such individuals for services performed by them as such interns
or residents-in-training in the employ of hospitals of the Federal Gov-
ernment subject to the Federal Insurance Contributions Act.

Removal of exclusion for student interns.—Present section 3121 (b)
(13) of the Internal Revenue Code of 1954 excludes from employ-
ment, and thus from coverage under the Federal Insurance Contribu-
tions Act, services performed by certain student nurses in the employ
of a privately operated hospital or nurses’ training school, and services
performed as an intern in the employ of a privately operated hospital
by an individual who has completed a 4-year course in a medical school
chartered or approved pursuant to State law. Section 104(g) of the
bill amends such section 3121 (b) (13) so as to remove the exclusion
insofar as it pertains to interns. The effect of this amendment is to
extend coverage under the Federal Insurance Contributions Act to
such individuals unless their services are excluded under provisions
other than section 3121 (b) (13). Thus, the services of an intern are
covered if he is employed by a hospital which is no¢ exempt from in-
come tax as an organization described in section 501(c) (3) of the
Internal Revenue Code of 1954. If the intern is employed by a hos-
pital which is exempt from income tax and which has a waiver certifi-
cate in effect under section 3121 (k) of the code, he is not excluded
from coverage by section 3121(b) (8) (B) of the code if (1) he was
an employee of the hospital at the time the waiver certificate was filed
and continuously thereafter, and he elects to be covered within the
24-month period prescribed 1n section 3121 (k), or (2) he became an
employee of the hospital after the calendar quarter in which the cer-
tificate was filed.

Efective date

Section 104 (h) of the bill provides that the amendments made by
subsections (a), (d), and (e), relating to the self-employment cover-
age of doctors of medicine, are effective for taxable years ending on
or after December 31, 1960, This will provide coverage for most self-
employed doctors of medicine beginning January 1,1960. The amend-
ments made by subsections (b), (¢), (1), and (g), relating to social
security coverage of interns and residents-in-training, are effective
with respect to services performed after 1960.

56490—60——6
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SECTION 105. SERVICE OF PARENT FOR SON OR DAUGHTER

Removal of exclusion for services performed by a parent for his child

Present section 210(a) (3) of the Social Security Act excludes from
“employment,” and thus from old-age, survivors, and disability insur-
ance coverage, service performed by an individual in the employ of
his son, daughter, or spouse, and service performed by a child under
the age of 21 in the employ of his father or mother. Section 105(a)
of the bill amends such section 210(a) (8) so as to remove from the
exclusion service (other than service not in the course of the employ-
er’s trade or business, or domestic service in a private home of the
employer) performed by an individual in the employ of his son
or daughter. The effect of this amendment is to extend coverage to
most services performed by a parent in the employ of his child. Only
service by a parent for a child which is not in the course of the
child’s trade or business, or which is domestic service in the child’s
private home, will continue to be excluded. Service not in the course
of the child’s trade or business, and domestic service in the child’s
private home, which constitutes agricultural labor pursuant to section
210(f) of the Social Security Act because performed on a farm oper-
ated for profit, would continue to be excluded under section 210(a) (3)
of the act.

Section 105(b) of the bill makes identical changes in section 8121
(b) (3) of the Internal Revenue Code of 1954.

E'ffective date

Section 105(c) of the bill provides that the amendments made by
subsections (a) and (b) shall apply with respect to services performed
after 1960. ,

SECTION 106. EMPLOYEES OF NONPROFIT ORGANIZATIONS

Llimination of requirement that religious, charitable, etc., organiza-
tion may file waiver certificate only if two-thirds of its employees
coneur

Section 106(a) of the bill amends section 3121 (k) (1) (A) of the
Internal Revenue Code of 1954, relating to waivers of tax exemption
which may be filed by certain religious, charitable, etc., organizations.
Pursuant to present law, such an organization may file a certificate
electing to have old-age, survivors, and disability insurance coverage
extended to services performed in its employ only if two-thirds or more
of its employees concur in the filing of such certificate, and such cer-
tificate is accompanied by a list containing the signature, address, and
social security account number (if any) of each employee who con-
curs, Section 106(a) of the bill eliminates the requirement that two-
thirds or more of such employees must concur before the certificate
can be filed. This amendment has the effect of permitting the organ-
1zation to elect coverage in respect of all employees of the organiza~
tion hired after the quarter in which a certificate is filed by the or-
ganization even thou}%h less than two-thirds, or none, of the employees
In 1ts employ in such quarter concur in the filing of the certificate.
As under present law, a list showing the names, addresses, and social
security account numbers of all concurring employees must accompany
the certificate, and, in general, only the services of those employees
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(if any) whose names appear on such list will be covered when the
certificate takes effect. However, the 24-month period prescribed
in present law for signing a supplemental list of concurring employ-
ees 1s continued, and employees who decline the coverage at the time
the certificate is filed but later desire to have it may acquire such cov-
crage prospectively by signing a supplemental list within the pre-
scribed period.

Section 106 (a) of the bill also amends section 3121 (k) (1) (E) of the
code, relating to the filing of waiver certificates by organizations some
of whose employees are In positions covered by a pension, annunity,
retirement, or similar fund or system established by a State or polit-
ical subdivision thereof and some of whose employees are not in such
positions. Under present law such organization must divide its em-
ployees who are in such positions and its employees who are not
In such positions into separate coverage groups, and a waiver certi-
ficate in respect of either group may be filed only if two-thirds of the
employees in the group concur in the filing of the certificate. Section
" 106(a) of the bill eliminates the requirement that two-thirds or more
of the employees in such group must concur before a certificate can
be filed in respect of such group. Under the amendment made by
section 106(a), a certificate may be filed in respect of either group, or
separate certificates may be filed in respect of each group, even
though less than two-thirds, or none, of the employees in the group
concur in the filing of the certificate.

Validation of remuneration erroneously reported as wages by non-
profit organizations

Section 106(b) of the bill relates to service performed after 1950
which is excepted from covered “employment” solely because the
service is performed for an organization, described in section 501
(c) (3) of the Internal Revenue Code of 1954 (or sec. 101(6) of the
Internal Revenue Code of 1939) and exempt from income tax, which
does not have a waiver certificate under section 3121 (k) of the Internal
Revenue Code of 1954 (or sec. 1426(1) of the Internal Revenue Code
of 1939) in effect with respect to such service. The service may be
excepted from employment because no such certificate was filed by
the organization or, if a certificate was filed, because the person
performing the service could acquire coverage only by signing the
list of employees concurring in the filing of the certificate and he
failed to do so.

_Section 106(b) of the bill makes provision whereby the remunera-
tion paid by an organization to an individual before July 1, 1960,
for such service may be deemed to constitute remuneration for employ-
ment for purposes of title IT of the Social Security Act, to the extent
that an amount has been paid before August 11, 1960, as taxes under
the Federal Insurance Contributions Act with respect to such re-
muneration. Such remuneration will be deemed to constitute re-
muneration for employment for purposes of such title IT if the follow-
ing conditions are met :

(1) The person who performed the service (or a fiduciary acting
for him or his estate, or a survivor of such individual who is or may
become entitled to monthly benefits under title II of the Social Se-
curity Act on his earnings record) makes a request (in such form and
manner, and with such official as the Secretary of Health, Education,
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and Welfare may by regulations prescribe) that such remuneration
be deemed to constitute remuneration for employment for purposes:
of title IT of the Social Security Act.

(2) If any part of the amount paid as taxes before August 11,
1960, with respect to such remuneration paid to an individual is
credited or refunded, the amount credited or refunded, plus any
interest allowed, is repaid before January 1,1963.

(3) A certificate under section 3121(k) of the Internal Revenue:
Code of 1954 is filed by the organization not later than the date on
which the request is made, unless the organization has previously filed
a certificate under that section or section 1426 (1) of the Internal
Revenue Code of 1939, or the organization no longer has any indi-
vidual in its employ for remuneration at the time the request is made.

(4) In the case of an organization which has filed a certificate on or-
before the date on which the individual’s request is made, amounts.
are paid as taxes with respect to some portion of the remuneration
¥aid by the organization to the individual during the 24-month period

ollowing the calendar quarter in which the certificate is filed, if the -

individual is in the employ of the organization at any time during such
24-month period.

Pursuant to section 106 (b) (5) of the bill, an organization’s certifi-
cate is made applicable in the future to an individual if remuneration
paid by such organization to the individual before July 1, 1960, is
deemed, pursuant to a request made under section 106 (b), to constitute
remuneration for employment, and if the individual performs service
in the employ of the organization on or after the date on which the
request is made. If the certificate is not effective with respect to-
service performed by such individual before the first day of the
calendar quarter following the quarter in which the request is made,
the effect of paragraph (5) is to make the certificate applicable to
service performed by the individual on and after such first day.

After the date of enactment of the bill, section 106(b) will super-
sede provisions of section 403(a) of the Social Security Amendments
of 1954 which permit certain remuneration paid for service performed
before 1957 to be deemed remuneration for employment. Section 403
(a) will continue to apply to requests made pursuant to such section
on or before the enactment of this bill, but not to requests made after:
the date of enactment.

Remuneration erroneously reported as self-employment income by
certain employees of charitable, religious, etc., organizations

Section 106(c) (1) of the bill amends section 1402 of the Internal
Revenue Code of 1954 by adding a new subsection (g). Pursuant to
the new subsection (g), any individual who, for any taxable year end-
ing after 1954 and before 1962, erroneously reported as self-employ-
ment income (and paid self-employment tax on) remuneration re-
ceived by him for services performed in the employ of an organiza-
tion which is exempt from income tax as an organization described in
section 501(c) (3) may request (or a fiduciary acting for such indi-
vidual or for his estate, or a survivor of such individual who is or may
become entitled to monthly benefits under title II of the Social Secu-
rity Act on his wage record may request) that such remuneration
reported for such taxable year (other than remuneration for services
performed by the individual as a duly ordained, commissioned, or

e
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licensed minister of a church or as a member of a religious order)
be deemed to constitute net earnings from self-employment. The
request will be effective 1f—
(1) it is made after the date of enactment of the new section
1402(g) of the code and on or before April 15, 1962;
(2) the return on which the remuneration was reported was
timely filed ;
(8) a certificate under section 3121 (k) of the code is filed by
the organization on or before the date the request is made; and
(4) no credit or refund of any part of the amount erroneously
paid for such taxable year as self-employment tax on such remu-
neration is obtained before the date on which the request is filed,
or, if obtained, is repaid on or before the date of the request;
but only to the extent that such remuneration was paid to the individ-
ual before the calendar quarter in which the request was filed (or,
in some cases, before the next calendar quarter), and no employment
tax under chapter 21 has been paid on such remuneration.

In any case where remuneration paid to an individual by a religious,
charitable, etc., organization is deemed to be net earnings from self-
employment by reason of a request filed pursuant to the new section
1402(g), the certificate filed by the organization, if it is not effective
with respect to services performed by the individual on or before the
first day of the calendar quarter in which the request is filed, shall be
effective with respect to services (if any) performed by the individual
for the organization on and after the first day of the next calendar
quarter.

Section 106(c¢) (2) of the bill contains complementary provisions for
purposes of title IT of the Social Security Act.

United States citizen employees of certain labor organizations in the
Panama Canal Zone '

Services performed outside the geographical limits of the United
States (as defined in title II of the Social Security Act and in the
Federal Insurance Contributions Act) by citizens of the United States
are covered under such acts if they are performed for an “American
employer.” Under existing law, labor organizations created or or-
ganized in the Canal Zone or elsewhere outside the United States do
not meet the definition of “American employer” and the services of
their United States citizen employees performed outside the United
States are excluded from coverage. Paragraphs (1) and (2) of section
106 (d) of the bill amend section 3121 (h) of the Internal Revenue Code
of 1954 and section 210(e) of the Social Security Act, respectively, to
include in the definition of “American employer” labor organizations
created or organized in the Canal Zone, if they are chartered by labor
organizations created or organized in the United States which are de-
scribed in section 501(c) (5) and exempt from income tax under sec-
tion 501(a) of the Internal Revenue gode. In effect, these amend-
ments extend coverage compulsorily to service performed after 1960
outside the United States by United States citizens in the employ of
such labor organizations.

Section 106(d) (3) of the bill permits the validation as wages of
certain remuneration which was erroneously reported as wages by any
labor organization which qualifies as an “American employer” under
the amendments made by section 106(d) (1) and (2) of the bill. For
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purposes of title IT of the Social Security Act, remuneration paid in
any calendar quarter by such an organization to a citizen of the United
States for services performed after 1954 and before 1961 is
deemed to constitute remuneration for employment, if amounts repre-
senting the social security taxes with respect to such remuneration
were timely paid, no claim for credit or refund of any part of such
amounts paid with respect to such calendar quarter is filed before the
expiration of the period prescribed for filing claim for credit or re-
fund, and (in effect) there was a timely payment before the date of
the enactment of the bill of an amount representing the social security
taxes for a period before the enactment of the bill.

E'ffective dates

Section 106(e) of the bill provides effective dates for the amend-
ments relating to employees of nonprofit organizations.

Paragraph (1) provides that the amendments made by subsection
(a) shall be effective with respect to certificates filed under section
3121 (k) (1) of the Internal Revenue Code of 1954 after the date of
the enactment of the bill.

Paragraph (2) provides that the amendments made by paragraphs
(1) and (2) of subsection (d), relating to coverage of service per-
formed by United States citizen emiployees of certain labor organiza-
tions in the Canal Zone, shall be effective with respect to service per-
formed after December 31, 1960.

Paragraph (3) provides that no monthly benefits shall be payable
or increased for the month of enactment or prior months by reason
of the provisions of or amendments made by subsections (b), (c),
and (d), relating to validation of remuneration erroneously reported
as wages by nonprofit organizations, as net earnings from self-em-
ployment by certain employees of nonprofit organizations, and as
wages by certain labor organizations in the Canal Zone. No lump-
sum death payment under such title IT would be payable or increased
by reason of such provisions or amendments in the case of any indi-
vidual who died prior to the date of enactment of the bill.

SECTION 107. AMERICAN CITIZEN EMPLOYEES OF FOREIGN GOVERNMENTS
AND INTERNATIONAL ORGANIZATIONS

Self-employment coverage for benefit purposes

Section 211(c) (2) of the Social Security Act now provides three
exceptions to the general rule that services performed as an employee
are excluded from the definition of “trade or business,” and thus from
self-employment coverage. The effect of these exceptions is to include
the services excepted in the definition of “trade or business,” and thus
to extend self-employment coverage to such services. These services
are (1) services performed by certain news vendors, (2) certain serv-
ices performed by an individual under share-farming arrangements,
and (3) services performed by an individual in the exercise of his
ministry or as a member of a religious order. Section 107(a) of the
bill amends section 211(c) (2) so as to include a fourth category of
employee services in the term “trade or business.” The services thus
included under the amendment are those performed in the United
States (including the Virgin Islands, Puerto Rico, and, effective Jan-
uary 1, 1961, Guam and American Samoa) by a citizen of the United
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States in the employ -of a foreign government, in the employ of an
instrumentality wholly owned by a foreign government, or in the
employ of an international organization entitled to enjoy privileges,
exemptions, and immunities under the International Organizations
Immunities Act, to the extent that such services are excluded from
“employment” by section 210(a) (11), 210(a) (12), or 210(a) (15) of
the Social Security Act. In effect, this change extends self-employ-
ment coverage under title IT of the Act to such services.

Coverage for self-employment tax purposes

Section 107(b) of the bill makes corresponding amendments to sec-
tion 1402(c) (2) of the Internal Revenue Code of 1954. The effect
of these amendments is to require that income derived by a United
States citizen from service performed in the United States (including
the Virgin Islands, Puerto Rico, and, effective January 1, 1961, Guam
and American Samoa) as an employee of a foreign government, an
instrumentality wholly owned by a foreign government, or an interna-
tional organization, must be taken into account in determining lia-
bility for the self-employment tax, to the extent that such service is
excepted from the definition of “employment” by section 3121 (b) (11),
3121 (b) (12), or 3121(b) (15) of the code.

Effective dates

Section 107(c) of the bill provides that the amendments made by
section 107 with respect to services in the employ of foreign govern-
ments, instrumentalities wholly owned by foreign governments, and
international organizations shall be effective for taxable years ending
on or after December 31, 1960. (It should be noted, however, that
such services performed in Guam or American Samoa will not be
covered for taxable years ending before 1961 since the inclusion of
Guam and American Samoa in the definition of United States for
old-age, survivors, and disability insurance purposes is not effective
until January 1, 1961; see discussion of sec. 103 of the bill, above.)
For purposes of section 203(b) of the Social Security Act, relating to
the “retirement test” under the old-age, survivors, and disability insur-
ance program, earnings derived by an individual which are covered
as net earnings from self-employment pursuant to the amendments
made by section 107 of the bill will be treated as “wages” for taxable
years beginning on or before the date of enactment of the bill, but
as “net earnings from self-employment” for taxable years beginning
after the date of enactment.

SECTION 108. DOMESTIC SERVICE AND CASUAL LABOR

Reduction in qualifying amount of wages

Section 108(a) of the bill amends paragraph (2) (relating to do-
mestic service in a private home) and paragraph (3) (relating to
service not in the course of the employer’s trade or business) of section
209 (g) of the Social Security Act. These paragraphs now provide for
the exclusion from wages, for purposes of old-age, survivors, and dis-
ability insurance, of cash remuneration paid by an employer to an
employee in a calendar quarter for domestic service in a private home
of the employer, or for service not in the course of the employer’s trade
or business, unless such remuneration paid in such quarter is $50 or
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more. The amendments made by section 108(a) would reduce from
the present- $50 to $25 the amount of cash remuneration which is re-
quired to be paid by an employer to an employee in a calendar quarter
for service in these types of employment in order to have such remun-
eration constitute “wages.”

Exclusion of service performed by individual under 16

Section 108(b) of the bill amends section 210(a) of the Social
Security Act by adding a new paragraph (19) to provide for the
exclusion from employment for purposes of old-age, survivors, and
disability insurance of service not in the course of the employer’s trade
or business, or domestic service in a private home of the employer,
performed by an individual under the age of 16. Under present law
such service is not excluded from employment and the definition of
wages determines whether remuneration for the employment is covered
by old-age, survivors, and disability insurance.

Conforming amendments in Internal Revenue Code of 1954

Section 108(c) (relating to the definition of wages) and section
108(d) (relating to the definition of employment) of the bill make
conforming amendments in the Internal Revenue Code of 1954.

Effective dates

Section 108(e) of the bill provides that the amendments made by
subsections (a) and (c), relating to the definition of wages, are effec-
tive with respect to remuneration paid after 1960, and that the
amendments made by subsections (b) and (d), relating to the defini-

tion of employment, are effective with respect to service performed
after 1960.

TITLE II—ELIGIBILITY FOR BENEFITS

SECTION 201. CHILDREN BORN OR ADOPTED AFTER ONSET OF PARENT’S
DISABILITY

Section 201(a) of the bill amends section 202(d) of the Social Se-
curity Act to provide for the payment of child’s insurance benefits to
a child who is adopted by or born to an individual, or a stepchild
of an individual by a marriage which is contracted, after the in-
dividual becomes entitled to disability insurance benefits. Under
present law such a child cannot become entitled to child’s
insurance benefits because the law provides that such benefits
may be paid only to a child who is dependent on the insured in-
dividual at one of a number of times specified in the law, and those
times do not include a time for establishing the dependency of a child
who is born to, or who becomes the adopted child or stepchild of, a
person after that person becomes entitled to disability insurance
benefits. This amendment provides that these children could establish
their dependency as of the time at which an application for child’s in-
surance benefits is filed. The provision, except as specified in sub-
section (b), is similar to the provision in present law that applies to
the child of an old-age insurance beneficiary.

_ Section 201(b) of the bill provides an exception to the amendment
included in subsection (a). Under this exception, a child who is
adopted after the inndividual becomes disabled cannot become entitled
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to child’s benefits unless he is the natural child or stepchild of the
individual or is adopted within 2 years after the month in which
the individual becomes entitled to disability insurance benefits.

Section 201(c) of the bill makes these amendments effective as
though they had been enacted on August 28, 1958 (the date when the
Social Security Amendments of 1958 were enacted), and with respect
to monthly benefits for months after August 1958 based on applica-
tions filed on or after August 28, 1958.

SECTION 202. CONTINTUED DEPENDENCY OF STEPCHILD ON NATURAL FATHER

Section 202(a) of the bill amends section 202(d) of the Social Se-
curity Act to provide for the payment of child’s insurance benefits
based on the earnings of the child’s father even though the child was
living with and recelving more than one-half of his support from his
stepfatlher.

ection 202(b) of the bill makes section 202(a) effective for month-
ly benefits for months beginning with the month in which the bill is
enacted based on applications filed in or after the month of enact-
ment,
SECTION 203. PAYMENT OF BURIAL EXPENSES

Section 203 (a) of the bill amends section 202(i) of the Social Se-
curity Act to change the provisions governing the payment of the
lump-sum death payment in cases where the insured individual is not
survived by a spouse who was living in the same household with him
at the time of his death (or where such a spouse dies before receiving
the payment). In such a case the amended provisions provide for the
lump-sum death payment to be made as follows:

(1) The lump sum would first be applied to all or any part of
the unpaid burial expenses of the insured individual that were
incurred by or through a funeral home. The payment would be
made directly to the funeral home if an application, requesting
payment to the home, is filed within 2 years after the date of
death of the insured individual by a person who assumes respon-
sibility for the payment of all or a part of the burial expenses,
or if no one assumes that responsibility within 90 days after the
date of the insured individual’s death.

(2) If all of the expenses incurred through the funeral home
have been paid (including payments made as provided above),
any of the lump sum that remains would be paid to any person
or persons equitably entitled thereto to the extent and in the pro-
portion that he or they shall have paid the funeral-home ex-

enses. :

P (3) After all payments provided by (1) and (2) above have
been made, any of the lump sum that remains would be paid to
anyone equitably entitled thereto, to the extent and in the pro-
portion that he has paid any burial expenses not incurred through
the funeral home, in the following order of priority: The ex-
penses of opening and closing of the grave, the expense of the
burial plot, and any remaining expenses.

The amendment also continues the provision in present law that no
payment will be made to any person unless an application for the pay-
ment is filed by or on behalf of such person within 2 years after the:
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date of the death of the insured individual unless such person was
entitled to wife’s or husband’s benefits on the earnings record of the
insured individual for the month preceding the month in which such
individual died.

Section 203 (b) of the bill provides that the amendment made by
subsection (a) shall be applicable in the case of deaths on or after
the date of enactment of the bill, and in the case of deaths prior to
enactment but only if no application for the lump-sum death pay-
ment (on the basis of the earnings record involved) is filed before the
third month after the month of enactment.

SECTION 204. FULLY INSURED STATUS

Section 204(a) of the bill amends section 214(a) of the Social
Security Act to provide that to be fully insured a person will need one
quarter of coverage (no matter when acquired) for every four calendar
quarters elapsing after 1950, or after the calendar year in which he
attained the age of 21 if that was later, and up to the beginning of the
calendar year in which he attained retirement age (65 for men, 62 for
women) or died, whichever occurred first. To be fully insured under
present law, a person must have one quarter of coverage for every two
quarters elapsing after 1950, or after the calendar quarter in which
he attained the age of 21, if that was later, and up to the beginning
of the calendar quarter in which he attained retirement age or died,
whichever first occurred. Under the amendment, as under present law,
the minimum requirement for a person to be fully insured would be 6
quarters of coverage and the maximum requirement would be 40
quarters of coverage.

As under present law, any calendar quarter any part of which was
included in a period of disability would not count as an elapsed quar-
ter unless it was a quarter of coverage. If after subtraction of quar-
ters occurring in a period of disability from the number of elapsed
quarters the remainder is not a multiple of 4, the number would be
reduced to the next lower multiple of 4 for the purpose of determining
whether the individual met the requirement for fully insured status.

Under the amendment, any person who died or attained retirement
age before 1951 and had at least six quarters of coverage would be
fully insured. Under the present law, people who died before Sep-
tember 1950 could not be fully insured unless at least one-half of the
quarters elapsing after 1936 were quarters of coverage. People who
did not meet this requirement and who died after 1939 and before
September 1950 but had at least six quarters of coverage were given
a limited “deemed” fully insured status by the Social Security Amend-
ments of 1954. The deemed fully insured status was limited in that it
did not permit payments to a former wife divorced; in such cases the
worker must have been fully insured under the regular provisions.
The amendment would make that deemed insured status provision
unnecessary, and it would be made inoperative, as indicated below.

The following table illustrates the number of quarters of coverage a
person would need to be fully insured under the new provisions:
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XNumber of quarters of coverage required for fully insured status under present
law and under proposed change

Required quarters
Year of death, disability, or attainment of retirement age
Presentlaw!| Proposal
6 [}
6~ 7 6
8~ 9 [:]
10-11 6
12~13 6
14-15 7
16~17 8
18~19 9
20-21 10
30-31 15
40 20
40 25
40 30
40 35
40 40

1This column represents the requirement under the basic insured status formula in
-existing law; for those individuals who meet the ‘special (continuous coverage) insured
status’ test established by the Social Security Amendments of 1954, the requirement would
‘be somewhat less for persons dying or rcaching retirement age before October 1960.

Section 204(b) of the bill provides that the average monthly wage
-of an individual who died after 1939 and before 1951 shall be com-
puted in the same general manner as is provided in present law for
‘people whose benefits are computed on the basis of earnings after
1936. Where a primary insurance benefit had already been computed
for a deceased individual who was currently insured but not fully
1nsured at the time of his death (a lump-sum death payment, monthly
benefits for his children under age 18, and monthly benefits for his
‘widow with children in her care would have been payable if he had
been only currently insured) that amount would be converted, through
the benefit table in the law, to the appropriate primary insurance
amount being paid at the present time.

Section 204(c) of the bill amends section 109(b) of the Social
Security Amendments of 1954, which provides a “deemed” fully in-
sured status for certain individuals who died before September 1950,
to make the section inapplicable in the case of applications filed after
the month of enactment of the bill (except for purposes of benefits
for the month of enactment and earlier months—see description of sec.
204(d) (2) of the bill, below). The provisions of section 109 (b) will
no longer be needed, since people who now are deemed to be fully
insured under that section will be fully insured under the amendment
made by 204(a) of the bill. Section 109(b) of the 1954 amendments
specifically excludes former wives divorced from entitlement to benefits
in cases involving the “deemed” fully insured status provided by that
section. Thus, under present law, monthly benefits are provided for
the other survivors of an individual who died before September 1950 if
he had at least six quarters of coverage even if he had not been insured
at the time he died, but the former wife divorced can qualify only if the
deceased individual was insured under the regular provisions of the
law when he died. The amendment to section 109, together with the
other changes made by this section of the bill, will provide benefits
for the former wife divorced of an individual who died after 1939
and before September 1950, who was not insured at the time he died,
but who had at least six quarters of coverage.
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Section 204 (d) (1) of the bill provides that the amendments made by
subsections (a) and (b) shall be effective for (1) monthly benefits for
months after the month in which the bill is enacted on the basis of
applications filed in or after the month of enactment; (2) lump-sum
death payments in the case of deaths occurring after the month of
enactment; and (3) disability determinations with respect to periods
of disability based on applications filed after the month of enactment.

Section 204(d) (2) of the bill provides that the requirements for
fully insured status, as contained 1n section 214 (a) of the present law
and section 109 of the Social Security Amendments of 1954, will govern
in determining whether an individual was entitled, on the basis of an
application filed in or after the month in which the bill was enacted,
to retroactive payment of benefits for the month of enactment and
for prior months. He could not get benefits for any prior month
unless he met the requirements for receipt of a benefit for that
month under existing provisions of law. The present provisions
would also govern the determination of the individual’s “first eligi-
bility closing date” (one of the points as of which the average
monthly wage is computed under the present law) in years before 1960.
This closing date would be the first day of the first year in which he
both was fully insured under the present provisions of the law and
had attained retirement age.

Where an application is filed in or after the month of enactment by
a surviving dependent of an individual who died before September 1,
1950, and who was given a “deemed” insured status under section
109 of the Social Security Amendments of 1954 (as in effect prior to
enactment of the bill) and an actual insured status by subsection
(a) (3) of section 214 of the Social Security Act as amended by the
bill, the entitlement of such surviving dependent to monthly benefits
for the month of enactment and prior months would be determined
under the provisions of section 109 of the Social Security Amendments
of 1954 as in effect prior to enactment of the bill.

SECTION 205. SURVIVORS OF INDIVIDUALS WHO DIED PRIOR TO 1940 AND
CERTAIN OTHER INDIVIDUALS

Section 205(a) of the bill amends subsections (d)(1), (e)(1),
(g) (1), and (h) (1) of section 202 of the Social Security Act to pro-
vide for the payment of child’s, widow’s, mother’s, and parent’s in-
surance benefits to survivors of workers who died prior to 1940. Un-
der present law monthly benefits are provided only for the survivors
of workers who died after 1939.

Section 205 (b) of the bill amends section 202(f) (1) of the act to
provide for the payment of benefits to the widower of a fully and cur-
rently insured worker who died before September 1950. Under pres-
ent law monthly benefits are provided only for the widowers of work-
ing women who died after August 1950.

Section 205 (¢) of the bill provides a method of computing the pri-
mary insurance amount of individuals who died before January 1940
and who had not less than six quarters of coverage. Benefits for
survivors of these people would be computed under the ptrovisions of
the law in effect before 1950 and converted to current amounts through
the benefit table contained in the present law.
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Section 205(d) of the bill provides that the amendments made by
this section will be effective with respect to monthly benefits for
months after the month in which the bill is enacted if an application
for benefits is filed in or after such month.

SECTION 206. CREDITING OF QUARTERS OF COVERAGE FOR YEARS BEFORE 1951

Section 206(a) of the bill amends section 213(a) (2) of the Social
Security Act so that in any case where an individual had wages of
$3,000 or more in a year before 1951, he will be credited with four
quarters of coverage for that year (subject to exceptions already in
the law) regardless of when in the year he earned his first quarter of
coverage.

Under present law, where a person had the maximum amount of
creditable wages in any year before 1951, each quarter of the year fol-
lowing his first quarter of coverage is credited as a quarter of coverage.
For example, a person who had wages of $3,000 in 1949, all paid in
the fourth calendar quarter, is credited with only one quarter of cov-
erage for that year. For years after 1950, on the other hand, a person
whose earnings are at the maximum creditable amount is credited with
four quarters of coverage for the year regardless of when he received
his first quarter of coverage for that year. The bill would put the
provisions for crediting quarters of coverage in the case of maximum
creditable earnings before 1951 on the same basis as those for crediting
quarters of coverage in such cases after 1950.

Section 206(b) (1) of the bill provides that the changes made by
subsection (a) shall be effective generally in cases where people quali-
fy, in or after the month of enactment, for benefits, for specified bene-
fit recomputations, and for disability determinations. Specifically,
the changes would be effective with respect to old-age, survivors, and
disability insurance benefits and lump-sum death payments based on
the wages and self-employment income of an individual who—

(1) becomes entitled to old-age or disability insurance benefits
on the basis of an application filed in or after the month in which
the bill is enacted ; or

(2) becomes entitled to a work recomputation under section
215(f) (2) (A) of the Act based on an application filed in or after
the month of enactment (or would be entitled to such a recom-
putation but for the provision in section 215(f) (6) that a higher
primary insurance amount must result therefrom) ; or

(3) dies without becoming entitled to old-age or disability in-
surance benefits and, unless the person dies currently insured but
not fully insured (in the absence of this exception people who
happened to be currently insured at death could not become fully
insured as a result of the change, but people who are uninsured
could become fully insured), there is no one entitled to survivors’
benefits or a lump-sum death payment based on an application
filed prior to the month of enactment; or

(4) dies in or after the month of enactment, and whose sur-
vivors are (or, but for the provisions of section 215 (f) (6), would
be) entitled to a survivor’s work recomputation under section
215(f) (4) (A); or

(5) dies before the month of enactment, and whose survivors
are (or, but for the provisions of section 215(f) (6), would be)
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entitled to a survivor’s work recomputation under section 215
(f) (4) (A) and did not become entitled to monthly benefits or a.
lump-sum death payment on the basis of an application filed prior-
to the month of enactment; or

(6) becomes entitled (or would be entitled if it resulted in a.
higher primary insurance amount) to a “dropout” recomputation
under section 102(f) (2) (B) of the 1954 amendments to the So-
cial Security Act on the basis of an application filed in or after
the month of enactment ; or

(7) dies,and whose survivors are entitled (or would be entitled
if it resulted in a higher primary insurance amount) to a “drop-
out” recomputation under section 102(f)(2) (B) of the 1954
amendments on the basis of an application filed in or after the
month of enactment.

Section 205(b) (2) of the bill provides that the change made by sub-
section (a) shall also apply in the case of disability determinations.
under section 216 (i) of the Social Security Act where the application
for disability determination was filed in or after the month of
enactment.

Section 206 (b) (3) of the bill provides that where a person would
not be fully insured except for the enactment of thissection of the bill,
benefits will not be payable on his earnings record for any month be-
fore the month of enactment.

SECTION 207. TIME NEEDED TO ACQUIRE STATUS OF WIFE, CHILD, OR HUS~
BAND IN CERTAIN CASES

Section 207 of the bill amends section 216 of the Social Security Act:
so as to make the duration-of-relationship requirements for entitle-
ment to dependents’ benefits in cases where the worker is alive the:
same as the requirements for entitlement to survivors’ benefits that
apply when the worker is deceased.

ection 207 (a) of the bill amends section 216(b) of the Social Secu-
rity Act (relating te the definition of “wife”) by reducing from 3
years to 1 year the length of time a woman who cannot qualify as a
‘wife” under the other provisions (e.g., as the mother of his son or
daughter) must have been married to an insured individual before she
can be considered his “wife” for purposes of becoming entitled to
wife’s insurance benefits.

Section 207 (b) of the bill amends section 216(e) of the Social Secu-
rity Act (relating to the definition of ‘“child”) by reducing from 3
years to 1 year the length of time a stepchild must have been a step-
child before he can meet the definition of “child” for purposes of be-
coming entitled to benefits based on the earnings of a living person.

Section 207(c) of the bill amends section 216(f) of the Social
Security Act (relating to the definition of “husband”) by reducirg
from 3 years to 1 year the length of time a man who cannot qualify
as a “husband” under the other provisions must have been married
to an insured individual before he can be considered her “husband”
for purposes of becoming entitled to husband’s insurance benefits.

Section 207(d) of the bill provides that the amendments made by
this section will be effective with respect to monthly benefits for
months beginning with the month in which the bill is enacted on the
basis of applications filed in or after that month.
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SECTION 208. MARRIAGES SUBJECT TO LEGAL IMPEDIMENT

Section 208(a) of the bill amends section 216(h) of the Social
Security Act (relating to family status) by adding a new subpara-
graph (B) to paragraph (1). The new subparagraph provides that
an applicant who went through a marriage ceremony with an insured
individual shall be deemed togi)e the wife, husband, widow, or widower
of that individual, even though there was a legal impediment to the
marriage, if it is established to the satisfaction of the Secretary that
the apé)licant went through the marriage ceremony with the insured
individual in good faith, 1f the existence of the legal impediment was
unknowu to the applicant at the time of the ceremony, and if (where
the insured individual is alive) he and the applicant are living in the
same household at the time an application is made for spouse’s bene-
fits or (where the insured individual is dead) they were living in the
same household at the time the insured individual died. An applicant
who went through a marriage ceremony with an insured individual
will not be deemed to be the wife, husband, widow, or widower of
that individual if another person is or has been entitled to wife’s,
husband’s, mother’s, widow’s, or widower’s benefits based on the in-
sured individual’s earnings and the other person has the status of
wife, husband, widow or widower of the insured individual at the
time the application for benefits is filed ; or 1f the Secretary determines
on the basis of information brought to his attention, that the appli-
cant entered into the marriage knowing that it was not valid. The
benefits of a person who has been deemed to be a wife, husband, widow,
or widower under the provisions of the new subparagraph will end
if (and with the payment for the month before the month in which)
the Secretary certifies that benefits are payable to a person who was
validly married to the insured individual. Benefits to a person who
has been deemed to be a wife or husband under the new subparagraph
will also end in the month before the month in which such person enters
into a valid marriage with some other person. The subparagraph
defines a legal impediment to the validity of a ceremonial marriage to
include only an impediment that results from the lack of dissolution of
a previous marriage or that otherwise arises out of a previous marriage
or its dissolution, or results from a defect in the procedure followed in
connection with the ceremonial marriage such as failure to comply in
one or more respects with any provision of State law relating to the
performance of a marriage ceremony or to the kind of ceremony
required.

%ection 208(b) of the bill amends section 216(h) (2) of the Social
Security Act to include in the definition of “child” the child of an
individual (so that the child will qualify for benefits on the latter’s
earnings record) if the child is that individual’s son or daughter and
the child’s parents entered into a ceremonial marriage which, but for
a legal impediment of the type described above, would have been valid.

Section 208(c) of the bill amends section 216(e) of the Social Se-
curity Act to include as the stepchild of an individual, for benefit
purposes, a child whose parent entered into a ceremonial marriage
with that individual which, but for a legal impediment of the type
described above, would have been valid.

Section 208(d) of the bill amends section 202(d) (8) of the Social
Security Act (relating to the payment of child’s insurance benefits)
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to provide that a child deemed pursuant to section 216(h) (2) of the
act (as amended by section 208(b) of the bill) to be the insured indi-
vidual’s child shall be deemed to be his legitimate child. Under the
law as amended by section 202(a) of the bill, a legitimate or adopted
child would be deemed dependent on his father unless the father was
not living with nor contributing to the support of the child and the
child had been adopted by some other person. By providing that
the child will be deemed to be the legitimate child of the insured indi-
vidual, the section has the result of treating the child as dependent
on the insured individual unless the child had been adopted by some
other person and the insured individual was neither living with nor
contributing to the support of the child.

Section 208(e) of the bill is a saving clause providing that the bene-
fits of any person on the old-age, survivors, and disability insurance
benefit rolls for the month before the bill is enacted will not be reduced
because of the benefits paid to a person who, under the amendments
made by this section of the bill, is deemed to be the wife, husband,
widow, widower, child, or stepchild of an insured individual, If
there were no saving clause, because of the limitation on the total
of the benefits that may be paid to a family on the basis of the earn-
ings of one individual, the benefits payable to a person on the rolls
when the bill is enacted might be reduced because of the payments
made to some other person who would get benefits as a result of en-
actment of thissection of the bill.

Section 208(f) of the bill provides that the amendments made by
section 208 of the bill shall be effective with respect to monthly bene-
fits for months beginning with the month in which the bill is enacted,
on the basis of an application filed in or after that month. In the
case of a lump-sum death payment the amendments would be effective
based on the application of any person filed in or after the month in
which the bill is enacted but only if no other person has filed an ap-
plication for a lump-sum death payment before the date of enactment.

SECTION 209. PENALTY DEDUCTIONS UNDER FOREIGN WORK TEST

Section 209 (a) of the bill amends section 203 (f) of the Social Secu-
rity Act to eliminate the imposition of a penalty in certain cases.
Under present law, a month’s benefit must be withheld from an old-
age insurance beneficiary and from each of his dependents for any
month in which he works in noncovered work outside the United
States on more than 6 days. If the old-age insurance beneficiary fails
to report such employment within a specified time, he may be penalized
by the loss of an additional month’s benefit, but in general his depend-
ents will not be subject to the loss of an additional benefit. The only
dependent beneficiary so penalized is the person who is the spouse of
an old-age insurance beneficiary and who is getting childhood dis-
ability benefits or mother’s insurance benefits. The imposition of the
penalty in this sort of case is an unintended result of the Social Security
Amendments of 1958. Section 209(a) of the bill amends section 208 (f)
of the Social Security Act to remove this additional penalty.

Section 209(b) of the bill provides that the amendment made by
section 209(a) shall be effective on enactment and for penalties
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imposed under section 203 (f) of the Social Security Act but not col-
lected prior to enactment.

SECTION 210. EXTENSION OF FILING PERIOD FOR HUSBAND’S, WIDOWER’S,
AND PARENT’S BENEFITS IN CERTAIN CASES

Section 210 of the bill extends for 2 years after the month of en-
actment the period in which proof of support (required under the
existing law) may be filed by persons who become entitled to hus-
band’s, widower’s, or parent’s insurance benefits as a result of the en-
actment of the bill.

TITLE III-BENEFIT AMOUNTS

SECTION 301. INCREASE IN INSURANCE BENEFITS OF CHILDREN OF
DECEASED WORKERS

Section 301(2) of the bill amends section 202(d) of the Social
Security Act to make the benefit payable to each child of a deceased
insured individual equal to three-fourths of the latter’s primary in-
surance amount. The present law provides that the benefit payable
to each child of a deceased insured individual shall be one-half of such
individual’s primary insurance amount plus one-fourth of his primary
insurance amount divided by the number of children.

Section 301(b) provides that the amendments made by section
301(a) shall apply to monthly benefits for months after the second
month following the month of enactment.

Section 301 (c) provides a saving clause, in cases where the family
maximum applies, for beneficiaries on the old-age, survivors, and dis-
ability insurance benefit rolls for the second month after the month of
enactment (which is the month before the amendment in the bill be-
comes effective). It provides that the benefits of a widow, widower, or
parent (except for persons who become entitled to benefits because of
the amendment (sec. 208 of the bill) relating to marriages subject to
a legal impediment) who is entitled to benefits when the amendment
is effective will not be decreased, under the family maximum pro-
visions of section 203(a) of the act, because of the increased benefits
payable under the amendment to the children in the family. When
the family maximum applies, a child’s benefits will be increased un-
der the amendment only to the extent possible within the limits of
that maximum and without reducing the benefits of the widow, wid-
ower, or parent. If, in or after the month in which the amendment be-
comes effective, another person in the family (other than a person who
becomes entitled to benefits because of the amendment (sec. 208 of
the bill) relating to marriages subject to a legal impediment) be-
comes entitled to benefits based on the earnings record of the same
individual, the saving clause will cease to operate. This latter pro-
vision is included so that the saving clause will “wash out,” and the
amounts of benefits based on the earninﬁs record of the same individ-
ual will be redetermined at any time when the family benefits would
under present law be redetermined in any event.
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SECTION 302. MAXIMUM FAMILY BENEFITS IN CERTAIN CASES

Section 302 of the bill corrects a technical flaw in section 203 (a) (3)
of the Social Security Act, which is a “saving clause” that is intended
to put the family of an insured individual who has a period of disa-
bility that started before 1959 in the same general position, with re-
spect to figuring the maximum family benefits payable on the earnings
record of one individual, as the family of an insured individual who
died before 1959. Because of the technical flaw, families of the dis-
abled individuals whose average monthly wage is at certain levels get
amounts different from ( and in most cases larger than) those that are
payable on the same average monthly wage to survivor families.

Section 303 (a) (1) of the bill corrects the provisions relating to the
maximum amount of benefits payable to families of disabled individ-
uals where the primary insurance amount is $66, $67, or $68 so that
the maxium limitations on family benefits for such disabled indivi-
duals will be the same as those applicable to survivor families on the
basis of the same primary insurance amounts.

Section 302(a) (2) of the bill corrects the provisions relating to
the maximum amount of benefits payable to families of disabled indi-
viduals based on primary insurance amounts above $96 so that the
maximum limitations on family benefits will be generally comparable
to those applicable to survivor families on the basis of the same pri-
mary insurance amounts.

Section 302(b) of this bill makes these amendments applicable with
respect to monthly benefits beginning with the second month after
the month in which the bill is enacted, but only if the family came
on the benefit rolls no earlier than such second month. The geneﬁts
of families who are already on the benefit rolls prior to such second
month would not be reduced by reason of enactment of the bill; such
benefits would continue to be determined under the present provisions
of section 203(a) (3) of the act.

SECTION 303. COMPUTATIONS AND RECOMPUTATIONS OF PRIMARY
INSURANCE AMOUNTS

Section 303(a) of the bill amends section 215(b) of the Social Se-
curity Act to provide a new method of determining an individual’s
average monthly wage, on which his primary insurance amount is
based. Under the amendment, the period on the basis of which
an individual’s average monthly wage will be computed will be a
constant number of calendar years. For retirement cases, and for
cases of death after attaining retirement age, such constant number
of calendar years will (in the absence of a period of disability) de-
pend solely on the year of attaining retirement age if the individual
1s then fully insured (or if not so insured, then on the first year in
which he is fully insured) regardless of whether the individual started
to work before age 22 and regardless of when, after first becoming
eligible for old-age insurance benefits, he filed his application for them.
Likewise, for survivor benefits in the case of a person dying before
retirement age, the constant number of years will (in the absence
of a period of disability) depend solely on his age in the year of
death or on the year in which he died if he was over age 22 in 1950,
regardless of whether he started to work before age 22. Also, for
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disability insurance benefits, the constant number of years will (in
the absence of a previous period of disability) depend solely on the
insured individual’s age in the year of becoming so disabled or on the
year in which he became disabled if he was over age 22 in 1950.

The new provisions will be applicable, in general, to people who
qualify for benefits, or for specified kinds of benefit recomputations,
after 1960.

Paragraph (1) of the amended section 215(b) defines an individ-
ual’s “average monthly wage” as the quotient obtained by dividin
the total of his wages paid in, and self-employment income credite
to, his “benefit computation years”, by the number of months in those
years.

Paragraph (2) (A) of the amended section 215 (b) defines the num-
ber of an individual’s “benefit computation years” as five less than the
number of his “elapsed years” (as defined In par. (3) of the subsec-
tion), but with a minimum of 2 years. (Reducing the “elapsed years”
by five is equivalent to the dropout of the 5 years of lowest earnings
under existing law.)

Subparagraph (B) provides that an individual’s “benefit computa-
tion years” shall be the appropriate number of calendar years (deter-
mined under subpar. (A)), selected from his “computation base years”,
for which the total of his wages and self-employment income 1s largest.

Subparagraph (C) defines an individual’s “computation base years”
as calendar years occurring after December 31, 1950 (except that, as
provided in section 215(d) of the law, as amended by the bill, 1936
would be used instead of 1950 for a person whose most favorable benefit
computation would be that determined over the period from 1937 on),
and prior to the calendar year in which he became entitled to old-age
insurance benefits or died, whichever first occurred (except that the
year of death or entitlement may be used as a computation base year
if evidence of earnings in that year available when the benefit is com-
puted indicates that use of the year would raise the primary insurance
amount). No calendar year all of which is included in a period of
disability may be a computation base year. However, where only a
part of a year is included in a period of disability, such year may be
a computation base year. (Under the provisions of sec. 220 of the
act, though, periods of disability may be disregarded in the benefit
computation if a higher primary insurance amount will result.)

Paragraph (3) defines the number of an individual’s elapsed vears
as the number of calendar years in the period (a) after December
31, 1950 (this would be December 31, 1936, for those people whose
most favorable benefit computation is that determined over the period
from 1937 on) or, if later, after December 31 of the year in which he
attained the age of 21, and (b) prior to the year in which he died, ov if
earlier the first year after 1960 in which he both was fully insured and
had attained retirement age. Because of the use of the 1960 date, the
minimum number of elapsed years in determining an individual’s
average monthly wage in any case will be 10 (in the absence of periods
of disability). Since the number of benefit computation years is five
less than the number of elapsed years, no benefit will be computed on
earnings of less than 5 years (in the absence of periods of disability).
Even though an individual was fully insured and had attained retire-
ment age before 1961, his average monthly wage will be determined
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over his best 5 years, since the “elapsed years” will be the 10 years after
1950 and before 1961. (It should be noted that under existing law
people who first qualify for retirement benefits in 1961, or who die in
such year before qualifying for retirement benefits, would have to
include 5 years in the benefit computation.) Any year any part of
which was included in a period of disability will not be included in
determining the number of elapsed years.

Paragraph -(4) provides an effective date for the changes made
by the amended section 215(b). These changes will be effective
in the case of individuals with respect to whom not less than six
quarters elapsing after 1950 are quarters of coverage and who become
entitled to benefits after December 1960, or who die after that month
without having been entitled to benefits, or who qualify for work
recomputations under section 215(f) (2) of the act on the basis of
applications filed after December 1960, or who die after 1960 and
whose survivors are entitled to work recomputations (including re-
calculations involving railroad compensation) under section 215 (f) (4)
of the act.

Paragraph (5) preserves the present method of computing the
average monthly wage for people who do not qualify for the new
method because they became entitled to old-age insurance benefits,
or died, or filed applications for work recomputations, before 1961,
or who qualify, either before 1961 or after 1960, for dropout recom-
putations under section 102(f)(2)(B) of the 1954 amendments.
The provisions of paragraph (5) will not apply, though, if such people
become entitled to work recomputations under section 215 (f) %);) of
the act on the basis of applications filed after 1960, or to survivors”
work recomputations (including railroad compensation recalculations)
under section 215(f) (4) of the act on the basis of deaths after 1960;
subparagraphs (C) and (D) of paragraph (4) of the amended sec-
tion 215(b) specifically make the amended section 215(b) applicable
to such cases.

Section 303(b) of the bill amends section 215(c) (2) of the Social
Security Act (relating to the computation of the primary insurance
- amount under the provisions of the law as in effect prior to the Social
Security Amendments of 1958) to limit its effect specifically to people
who became entitled to benefits, or died, before 1959 and who do not
meet the requirements of paragraph (4) or (5) of section 215(b)
as amended by the bill, so that neither the benefit computation pro-
visions in existing law that are generally applicable after 1958, nor the
provisions of the bill that will generally be applicable after 1960,
can apply to them.

Section 303(c) of the bill amends section 215(d) of the Social
Security Act to conform the provisions for computing the average
monthly wage of people who become entitled, after 1960, to a benefit
based on an average monthly wage computed over the period from
1937 on, to the amendments made by the bill in section 215(b). As
in existing law, to the average monthly wage thus obtained will
be applied the benefit formula in effect prior to the Social Security
Amendments of 1950, and the resulting “primary insurance benefit”
will be converted to the appropriate “primary insurance amount”
by use of the benefit table in section 215 (aI)).
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Paragraph (1) of section 303(c) amends subparagraph (A) of
section 215(d) (1) of the act to provide that, for purposes of the aver-
age monthly wage computation in the cases to which section 215(d)
applies, an individual’s “computation base years” shall include cal-
endar years after 1936 and that his “elapsed years” shall be the
calendar years after December 31, 1936 (or attainment of age 21, if
later), rather than the calendar years after December 31, 1950 (or
attainment of age 21, if later), and up to the year in which the-indi-
vidual died or, if earlier, the first year after December 31, 1960, in
which he both was fully insured and had attained retirement age.
Thus, in any case involving a computation based on earnings after
1936 which does not involve periods of disability, the elapsed period
will be a minimum of 24 years and the benefit computation years will
be a minimum of 19 years (i.e., the elapsed years reduced by five).

Paragraph (2) of section 303(c) of the bill amends subparagraph

(C) of section 215(d) (1) of the act (relating to the crediting of “in-
crements” for years prior to 1951 in which an insured individual was
paid wages of $200 or more), to make it clear that an increment will
not be credited for any year all of which is included in a period of
disability. If an individual had wages of $200 or more in a year only
a part of which is included in a period of disability, such year will
provide an increment even though it may not be a benefit computation
year.
Paragraph (3) of section 303(c) of the bill amends subparagraph
(B) of section 215(d) (2) of the act to make the amended provisions
relating to average monthly wage computations using earnings after
1936 applicable to people who meet the conditions of any of the
subparagraphs of subsection (b)(4) of the amended section 215.
The amended section 215(d) (like the amended provisions of section
215(b) which provide the new method of computation on the basis of
earnings after 1950 only) will be applicable only to people who become
entitled to old-age or disability insurance benefits or to specified benefit.
recomputations after 1960, or who die after 1960 without becoming
entitled to benefits. _

Paragraph (4) of section 303(c) of the bill adds a new paragraph -
(3) to section 215(d) of the act. The new paragraph (3) makes the
provisions of subsection 215(b) (5) of the act as amended by the bill
(but without regard to the provision that makes par. (5) applicable
only to people who have six quarters of coverage after 1950) appli-
cable to section 215(d), to preserve the present method of computing
the average monthly wage under section 215(d) for people who do
not qualify for the new method because, before 1961, they became en-
titled to old-age insurance benefits, or died, or filed applications for
work recomputations; or who qualified for dropout recomputations,
under the 1954 amendments, to which only the present method of com-
puting the average monthly wage is applicable. Only the amended
provisions, though, will apply in any case where such an individual
becomes entitled to a work recomputation based on an application
filed after 1960 or based on a death occurring after 1960 ; the amended
section 215(d) (2) (B) specifically makes the new method applicable
in such cases.

"Section 303(d) (1) of the bill amends subsection 215(e) (3) of the
act (relating to the automatic recomputation of an individual’s bene-



98 SOCIAL SECURITY AMENDMENTS OF 1960

it amount to include self-employment income in a taxable year that
begins prior to the year in which the individual becomes entitled to
benefits and ends in or after the month of entitlement) to conform this
provision to the change made in the method of computing the aver-
age monthly wage. This amendment will apply to people ‘who be-
come entitled to old-age insurance benefits after 1960; the taxable
years involved will be those ending in or after 1961. .

Section 303(d) (2) of the bill strikes out paragraph (4) of section
215(e) (relating to the use in the computation of the average monthly
wage of vears any part of which were included in periods of disa-
bility). The amendment will apply only to cases in which the new
method of computing the average monthly wage will apply. For
these people the provisions in paragraph (4) are not needed because
equivalent language is included in the amended section 215(b) (2) (C)
setting forth the revised method of computing the average monthly
wage.

Section 303(e)(1) of the bill amends clause (iii) of section
215 (f) (2) (A) of the act by removing the requirement that a bene-
ficiary must wait at least 6 months, after the close of the year in which
he had the earnings that qualified him for a work recomputation,
to file an application for the recomputation. Consequently, an appli-
cation for a work recomputation can be filed at any time after the
close of the year in which he had the qualifying earnings. The
amendment will be effective with respect to applications filed after
1960 for work recomputations.

Section 303 (e) (2) of the bill amends subparagraph (B) of section
215(£) (2) of the act (relating to recomputations of benefit amounts
to take account of earnings aig'ter entitlement to benefits) to conform
the provisions to the changes made by the bill in the method of com-
puting the average monthly wage. Under the provision as amended,
1f the last previous computation or recomputation of the individual’s
primary insurance amount was made under the provisions of section
215(b) of the law as amended by this bill, the “elapsed years” and
“computation base years” will include only years after 1950 and before
the year in which the application for the recomputation is filed. This
parallels the present provision relating to people whose last previous
cﬁmlputation or recomputation was made under the latest provisions of
the law.

If the last previous computation or recomputation of the indi-
vidual’s benefit amount was made under the law in effect prior to the
enactment of the bill, the individual’s benefit will be computed as
though he were applying for benefits for the first time; that is, with
consideration given to elapsed periods starting with January 1937
and with January 1951. This provision parallels that in the present
section 215(f) (2) (B) which permits consideration of all applicable
starting dates and benefit formulas when an individual applies for a
work recomputation for the first time after the enactment of the Social
Security Amendments of 1954.

Section 303(e) (3) of the bill amends section 215(f) (3) of the act,
relating to recomputations to include earnings in the year in which the
individual became entitled to benefits or died, to conform the provisions
to the amendments made by the bill in the method of computing the
average monthly wage. The amended provisions will be applicable
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only to people who first become entitled to old-age insurance benefits
or to a work recomputation on the basis of an application filed after
December 1960 or who die after December 1960.

Section 303 (e) (4) of the bill amends section 215(f) (4) of tlie act,
relating to the recomputation of benefits of deceased individuals who
were eligible, at the time of death, for a recomputation to take ac-
count of earnings after entitlement to benefits or to include railroad
compensation as ‘“wages” for old-age and survivors insurance pur-
poses, so that, where the death occurs after 1960, such recomputations
‘will always be made under the amended provisions for determining
the average monthly wage. Where the purpose of the recomputation
is to take account of earnings after entitlement, it will be made as
though the worker had filed application for a work recomputation in
the month in which he died.

Where the sole purpose of the recomputation is to include railroad
compensation in the computation of the average monthly wage, limita-
tions are placed on the years which may be used as computation
base years. (Comparable limitations are contained in the present
law.) If the last previous computation of the individual’s benefit
amount was made under the provisions of section 215 as amended by
the bill, only those years will be considered as computation base years
that were so considered in the last previous computation. If the last
previous computation was made under the provisions of the act as in
effect prior to the enactment of the bill, only those years which oc-
curred prior to the latest closing date considered in such previous com-
putation may be considered as computation base years. Section 303
() (4) also deletes a reference in section 215 () (4) to the requirement,
in section 215(f) (2) (A) (1i), relating to the time of filing an appli-
cation for a work recomputation, which is repealed by section 303 (e)
(1) of the bill.

Section 303(f) of the bill amends section 223(a)(2) of the act
(relating to the computation of disability insurance benefits) as
amended by section 402 (b) of the bill, to conform its provisions to the
change made by the bill, in section 215 (b), in the method of computing
the average monthly wage. Under section 223 (a) (2) as amended, the
primary msurance amount of an individual who becomes entitled to
disability insurance benefits after 1960 will be computed as in section
215(a) as though the individual had attained retirement age in the
first month of his waiting period or (b) if he becomes entitled to a
disability benefit without the requirement that he serve a waiting pe-
riod (under the provisions of section 223(a) (1) (ii) of the act as
amended by the bill), as though he had attained retirement age in
the first month in which he becomes entitled to such benefits, and as
though he had become entitled to an old-age insurance benefit in the
mont%'t in which he files his application for disability insurance bene-
fits. In the case of a woman who had already attained retirement age
(62) and was fully insured before the beginning of her waiting period
or her subsequent entitlement to a disability insurance benefit as the
case may be, her elapsed years will not include the first year in which
she both was fully insured and had attained retirement age or any
subsequent year. This provision will preclude counting against a
woman, in a disability benefit computation, years that would not be
counted against her in computing her old-age insurance benefit.
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Section 303(g) (1) of the bill is a saving clause which provides that,
in the case of any individual who was first eligible for old-age insur-
ance benefits before 1961 and who (a) files an application for benefits
after 1960, or (b) dies after 1960 without being entitled to old-age
insurance benefits, the benefit computation may be made under the pro-
visions of existing law, using as a closing date the first day of the first
year in which the individual was both fully insured and had attained
retirement age, 1f he could have used such a closing date under
existing law and if it will result in a higher primary insurance
amount. This provision will permit the use of the benefit computation
provisions of existing law in any case in which those provisions,
using a closing date prior to 1961 for which an individual 1s now eli-
gible, could increase his benefit amount.

Section 303(g) (2) of the bill provides that an individual who was
entitled to a disability insurance benefit computed under the provisions
of the law as in effect prior to the enactment of the bill and who attains
age 65 after 1960 will have his average monthly wage, for the pur-
pose of determining his old-age insurance benefit amount, computed
under the present provisions of section 215(b) rather than under the
amended provisions in the bill, unless he qualifies, after 1960, for a
work recomputation. In the absence of such a provision, a person who
1s now receiving a disability insurance benefit and who attains age 65
after 1960 might receive a larger old-age insurance benefit when he
reaches age 65 solely because of the change made in the method of
computing the average monthly wage, and not because of any addi-
tional earnings on his part.

Section 303 (h) of the bill is a saving clause to retain the present
provisions of section 215(f) (3) (relating to a recomputation to in-
clude earnings in the year of entitlement to old-age insurance benefits,
or the year of death, in the benefit computation) in those cases where
the recomputation is made on the basis of an application filed on or
after the date of enactment of the bill, to take account of earnings in
the year of entitlement or death of an individual who became entitled
t(g)) (l;oeneﬁts or to a work recomputation before 1961, or who died before
1961.

Paragraph (1) of section 303 (h) provides that any recomputation
described in the preceding paragraph shall be made as if the individual
had first become entitled to old-age insurance benefits in the month in
which he filed the application for the recomputation or the month in
which he died, whichever is applicable. This change has the effect of
removing the requirement in existing law that only the starting dates
and benefit formulas for which the individual qualified at the time of
the original benefit computation can be used in the recomputation.
The effect of removing this requirement in the recomputation will be to
permit the consideration of all starting dates and benefit formulas for
which the beneficiary could qualify, under other applicable provisions
of law, on the basis of his earnings through the year of entitlement to
benefits or the year of death, whichever is applicable.

Paragraph X‘z) of section 303 (h) precludes the use of the provisions
of section 215(b) (4) (relating to the dropout of up to 5 years in which
earnings were lowest) in such’ recomputations unless the worker other-
wise meets the requirements for the dropout. Without this provision,
any individual who became entitled to benefits after August 1954 and
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did not meet the qualifications for the dropout could have a dropout
merely by filing an application for this recomputation.

Section 303 (h) also provides for a special recomputation, based on
an application filed on or after the date of enactment of the bill,
of benefits based on the primary insurance amount of an individual who
was disadvantaged by the present provisions of section 215(f) (3) In
that the recomputation had to be made using the same starting date
and benefit formula as his original computation, even though at the
time he applied for the recomputation he had met the requirements
for a more favorable method. A recomputation under this subsection
will be effective for and after the first month for which the last pre-
vious recomputation of such worker’s primary insurance amount
under section 215 was effective, but not more than 24 months before
the month in which the application for the recomputation is filed.

Paragraph (1) of section 303(i) of the bill provides that, in the
case of an application for a work recomputation under section 215 (f)
(2) of the Social Security Act which is ﬁ{)ed after 1954 and before 1961,
the provisions of section 215 (f) (2) of such act as in effect before the
enactment of this bill are to apply. Paragraph (2) of subsection (i)
provides that in any case where an individual who died after 1954 and
prior to 1961 was entitled to an old-age insurance benefit at the time
of his death, the special work recomputations (including recalcula-
tions involving railroad compensation) for the purpose of survivors’
benefits provided under section 215(f)(4) of the act will be made
under the present provisions of section 215 of the law rather than
under the amendments made by the bill.

Section 303(j) of the bill provides that in any case where an in-
dividual whose bensfits were computed under the revised-me =
vided by the bill was entitled, under the provisions in the law relating
to the retroactive payment of benefits, to a benefit for any month prior
to January 1961, the average monthly wage as determined under
the amendments, rather than an average monthly wage determined
under the present provisions of the law, will be used in determining
his primary insurance amount for such prior month.

ection 303(k) of the bill amends section 102(f)(2) (B) of the
Social Security Amendments of 1954 (relating to the recomputation
provided by those amendments for people then already on the benefit
rolls who acquire six quarters of coverage after June 30,1953, to permit
the dropout of up to 5 years of low earnings) to provide that the re-
computation shall be made only under existing provisions of the law.
Section 303 (k) also corrects a typographical error in existing law.

SECTION 304. ELIMINATION OF CERTAIN OBSOLETE RECOMPUTATIONS

Section 304 of the bill provides that certain recomputations (de-
scribed below) provided in existing law that have served their primary
purpose and are now seldom used are not to apply in the case of
insured individuals who are alive on January 1, 1961, unless appli-
cation for the recomputation was filed.before that date. Survivors
of an insured individual who died before 1961 will not be affected by
these amendments and hence will be able to get any recomputation
to which the insured individual would have been entitled had he
applied during his lifetime.



102 SOCIAL SECURITY AMENDMENTS OF 1960

Section 304 (a) of the bill amends section 215(f) (5) of the Social
Security Act, which is a provision for recomputation to include 1952
self-employment income where an individual became entitled to an
old-age insurance benefit or died in 1952. This recomputation was
provided in order to include in the benefit computation of a person
who retired or died in 1952 his self-employment income in a taxable
year beginning or ending in 1952.

Section 304 (b) of the bill amends section 102(e) (5) of the Social
Security Amendments of 1954, which provides a ‘“work recomputa-
tion” under the law in effect prior to those amendments for insured
individuals who qualified for the recomputation before September
1954 but did not file application for it.

Section 304(c) of the bill amends section 102(e) (8) of the Social
Security Amendments of 1954, which makes possible the use, after
August 1954, of the recomputation, provided in the law in effect before
those amendments, to include in the benefit computation earnings in
the two calendar quarters before entitlement or death where entitle-
ment or death occurred before September 1954. This recomputation
was provided because, as a result of the time lag in reporting and
recording earnings, records of such earnings were not available at
the time of initial computation. The recomputation cannot apply in
any case where entitlement or death occurred after August 1954, when
the computation of the average monthly wage was changed so as to be
based on full calendar years rather than calendar quarters.

Section 304(d) of the bill amends section 5(c) (1) of the Social
Security Act Amendments of 1952, which provides a recomputation to
include post-World War II military service wage credits for insured
individuals or survivors on the benefit rolls in August 1952. This
recomputation was provided in order to include such credits where
they could not have been used at the time of the insured individual’s
original computation.

TITLE IV—DISABILITY INSURANCE BENEFITS AND THE
DISABILITY FREEZE

SECTION 401. ELIMINATION OF REQUIREMENT OF ATTAINMENT O’F AGE
50 FOR DISABILITY INSURANCE BENEFITS

Age requirement

Section 401(a) of the bill amends section 223(a) (1) (B) of the
Social Security Act so as to eliminate the requirement that an indi-
vidual must have attained the age of 50 in order to be eligible for
disability insurance benefits.

Conforming amendment A

Section 401 (b) of the bill amends section 223(c) (8) of the act. to
make a conforming change by removing the provision restricting the
beginning of a person’s waiting period to no earlier than the first day
of the sixth month before the month he attains the age of 50.
Effective date

Section 401(c) of the bill provides that the amendments made by
section 401 of the bill shall apply only with respect to monthly benefits
for months after the month following the month in which the bill is
enacted, based on applications filed in or after the month of enactment.

e v e
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SECTION 402, ELIMINATION OF THE WAITING PERIOD FOR DISABILITY
INSURANCE BENEFITS IN CERTAIN CASES

No waiting period in second disabilities

Section 402(a) of the bill amends section 223(a) (1) of the Social
Security Act to provide that-an individual may become entitled to dis-
ability insurance benefits for the first month throughout which he
is under a disability and is insured, provided he was entitled to dis-
ability insurance benefits which terminated, or had a prior period of
disability which ceased, not more than 60 months before such first
month. For such an in&ividual, this provision in the bill would elimi-
nate the waiting period requirement and make an exception to the gen-
eral rule that a person must be disabled for at least 6 full months before
he may receive benefits.

Computation of disability insurance benefits in cases of second dis-
ability

Section 402 (b) of the bill amends section 223 (a) (2) of the Social
Security Act to provide that the amount of the disability insurance
benefits payable to an individual who is disabled a second time within
60 months will be equal to his primary insurance amount computed as
though he became entitled to an old-age insurance benefit in the first
month for which he becomes entitled to such disability insurance bene-
fits. (For a further amendment to sec. 223(a) (2) to bring it into
conformity with the new computation procedures provided under the
bill, see sec. 303 (f) (discussed above).) '
Advance filing of applications

Section 402(c) of the bill amends section 223(b) of the Social
Security Act to permit the filing of a valid application for disability
insurance benefits as early as 9 months before the applicant is entitled
to benefits (as under present law), or 6 months if the applicant is
disabled a second time within 60 months, and to provide that any appli-
cation filed within such 9-month period or such 6-month period shall
be deemed to have been filed in the first month for which the appli-
cant is entitled to benefits. Thus, if an individual is not under a dis-
ability (as defined in sec. 223 (c) (2) of the act) when he files applica-
tion for disability insurance benefits but is determined to be under such
disability within such 9-month period or such 6-month period, his ap-

lication would be deemed to have been filed in the first month in which

e is under such disability. Under present law an individual is re-
quired to be under a disability at the time of filing. This provision
eliminates the need for a new application from an individual who is
determined not to be under a disability when he files if he is under a
disability which begins within the period throughout which the
application is otherwise valid.

Requirement of continuous disability for retroactive payment
Section 402(d) of the bill further amends section 223(b) of the
Social Security Act to provide that an individual entitled to disability
insurance benefits without serving a waiting period because he is dis-
abled a second time within 60 months would (like all other applicants
for disability insurance benefits under present law) have to be con-
tinuously disabled from the first month for which such benefits are
retroactively payable until he files application therefor. Such an
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individual could thus be entitled to benefits for as many as 12 months
before the month in which he files.application (but in no case for any
month before the month of enactment of this provision).

Period of disability of less than 6 months

Section 402 (e) (1) of the bill amends section 216 (i) (2) of the Social
Security Act to provide that a period of disability of less than 6
months’ duration may be established for an individual who becomes
entitled to disability insurance benefits without serving a waiting
period because he is disabled a second time within 60 months. Under
present law, no period of disability may be established until an in-
dividual has been under a disability for at least 6 full calendar months.

Section 402(e) (2) further amends section 216(i) (2) of the act to

rovide that the application for a determination of disability of an
individual who becomes entitled to disability insurance benefits with-
out serving a waiting period because he is disabled a second time within
60 months may be filed up to 6 months before he becomes entitled to such
benefits. Other applicants for determinations of disability, as under

resent law, may file valid applications no earlier than 3 months be-
ore a period of disability may begin. Any application filed for a
determination of disability by an individual who is not under a
disability (as defined in sec. 223(c) (2) of the act) at the time of
filing would be deemed to have been filed in the first month in which he
is under such disability if he is determined to be disabled within the
3-month period (of 6-month period if the individual is disabled and
becomes entitled to disability insurance benefits a second time within
60 months) for which his application is otherwise valid.

Effective dates

Section 402(f) of the bill provides effective dates for the amend-
ments made by section 402. The amendments made by subsections (a)
and (b), relating to the payment of disability insurance benefits in the
case of an individual who becomes disabled a second time within 60
months, would be applicable only with respect to monthly benefits for
the month in which the bill is enacted and subsequent months. The
amendment made by subsection (c), relating to the time for filing
valid applications for disability insurance benefits, would be applica-
ble only with respect to applications filed no earlier than 6 months
before the month in which the bill is enacted. The amendment made
by subsection (d), relating to the payment of disability insurance
benefits retroactively, would be applicable only with respect to ap-
plications for benefits under section 223 of the Social Security Act
filed in or after the month in which the bill is enacted. The amend-
ments made by subsection (e), relating to periods of disability of less
than 6 months’ duration, would be applicable only in the case of
individuals who became entitled to benefits under such section 223
in or after the month in which the bill is enacted.

SECTION 403. PERIOD OF TRIAL WORK BY DISABLED INDIVIDUAL

Section 403 (a) of the bill deletes the existing section 222(c) of the
Social Security Act relating to services performed pursuant to a State-
approved rehabilitation program and substitutes therefor a new
section 222(c). Under present law an individual entitled to benefits
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on account of his disability or to a period of disability is not regarded
as able to engage in substantial gainful activity solely by reason of
services of this nature rendered in a period not to exceed 12 calendar

months.

Trial work provision

Paragraph (1) of the new section 222(c) defines a period of trial
work for gisability insurance beneficiaries and childhood disability
beneficiaries as a period which begins and ends as provided in subse-
quent provisions of the subsection.

Work disregarded during period of trial work

Paragraph (2) of the new section 222(c) provides that services
rendered during a trial-work period by an individual are not to be
considered in determining whether his disability has ceased during
such period. “Services” are defined as activity which is performed
for remuneration or gain or is determined by the Secretary to be of
a type normally performed for remuneration or gain.

W hen period of trial work begins

Paragraph (3) of the new section 222(c) provides that a period of
trial work will begin with the month in which an individual becomes
entitled to disability insurance benefits or childhood disability bene-
fits, or the month after the month in which the bill is enacted, if
later (or, in the case of childhood disability benefits, the month in
which the individual attains age 18, if that is later). This paragraph
also provides that an individual may have no more than one period
of trial work during any one period of disability. No period of trial
work would begin for a person for whom a period of disability is
established but who is not entitled to disability insurance benefits.

When period of trial work ends

Paragraph (4) of the new section 222(c) provides that a period
of trial work (beginning as provided above) shall end with the ninth
month in which the individual renders services (whether or not such
9 months are consecutive) or the month in which his physical or
mental impairment improves to a point where by reason of such
improvement he is able to engage in substantial gainful activity,
whichever is earlier.
No trial-work period in certain reentitlement cases

Paragraph (5) of the new section 222(c) provides that any person
entitled to disability insurance benefits without serving a waiting
period (because he has had a prior period of disability which ceased
within the 60 months preceding the onset of the current disability)
may not have a period of trial work while so entitled.

Extension of disability insurance benefits

Section 403(b) of the bill amends paragraph (1) of section 223 (a)
of the Social Security Act to provide that disability insurance benefits
shall be payable for the month in which the disability ceases and
for the 2 succeeding months. Under present law such benefits are
not payable for the month in which the disability ceases or for any
month thereafter. This provision would permit time for previously
disabled persons to find jobs and adjust to work routines. This 3-
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month extension of benefits would be in addition to the period of trial
work where such a period occurs.
Extension of period of disability

Section 403(c) of the bill amends section 216(i) (2) of the Social
Security Act to provide that a period of disability shall end with the
second month after the month in which disability ceases. Present law
provides that a period of disability shall end with the month in which
the disability ceases. This provision would make the period of dis-
ability coextensive with the period for which disability insurance
benefits are payable—i.e., in most cases, such benefit period plus the
6-month waiting period before benefits become ﬁ)ayable. In present
law disability insurance benefits are not payable for the month in
which the disability ceases, whereas the period of disability ends with
the end of such month and therefore always extends 1 month beyond
the last month for which benefits are payable.

Extension of childhood disability benefits

Section 403(d) of the bill amends section 202(d) (1) of the Social
Security Act to provide that (as in the case of the amendment to the
disability insurance benefit provisions described above), childhood
disability benefits will be payable for the month in which the dis-
ability ceases and for the 2 succeeding months. Under present law
such {eneﬁts are not payable for the month in which the disability
ceases or for any montﬁ thereafter.

Effective dates

Paragraph (1) of section 403 (e) of the bill provides that the amend-
ment made by section 403 (a), relating to the provision of a trial-work
period, shall be effective only with respect to months beginning after
the month in which the bill is enacted.

Paragraph (2) of section 403(e) provides that the amendments
made by sections 403 (b) and (d), relating to benefit payments for the
month in which the disability ceases and the 2 succeeding months,
shall be applicable only with respect to benefits under section 223 (a)
or 202(d) of the Social Security Act for months after the month in
which the bill is enacted in the case of individuals who, without regard
to such amendments, would have been entitled to such benefits for the
month in which the bill is enacted or for any succeeding month.

Paragraph (3) of section 403 (e) provides that the amendment made
by section 403(c), relating to the extension of a period of disability
for 2 months after the month in which disability ceases, shall be ap-
plicable only in the case of individuals who have a period of disability
(as defined in section 216(i) of the Social Security Act) beginning on
or after the date of the enactment of the bill, or beginning before such
date and continuing, without regard to such amendment, beyond the
end of the month in which the billis enacted.

SECTION 404. SPECIAL INSURED STATUS TEST IN CERTAIN CASES FOR
DISABILITY PURPOSES

Alternative work requirement

. Section 404 (a) of the bill provides an alternative requirement for an
individual who cannot meet the work requirements for disability pro-
tectlon as provided under sections 216(1) (3) and 223 (c) (1) of the
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Social Security Act. Such sections presently require that, in order for
a period of disability to begin for an individual with respect to a day in
any quarter, or in order for an individual to be insured for disability
insurance benefits for a month in any quarter, an individual must
be fully insured and have not less than 20 quarters of coverage out
of the 40-quarter period ending with such quarter. Under the alterna-
tive requirement provided by the amendment, an individual who
could not meet the existing requirements with respect to any quarter
would be deemed to have met them if hé had not less than a total of 20
quarters of coverage and if all quarters elapsing after 1950 and up to
such quarter (which in no event may be less than 6) were quarters of
coverage for him.

E'ffective date

Section 404 (b) of the bill provides that section 404 (a) shall be effec-
tive only with respect to applications for disability insurance benefits
or for disability determinations under sections 223 and 216(i), respec-
tively, of the Social Security Act (and applications for monthly bene
fits under section 202 of such Act based on the earnings record of the
disability insurance beneficiary) filed in or after the month of enact-
ment of the bill, and only in the case of a person who but for such
subsection could not meet the requirements for such benefits or such
determination in the quarter in which the bill is enacted or any prior
quarter. No benefits for the month in which the bill is enacted or any
prior month will be payable or increased by reason of section 404 (a).

TITLE V-EMPLOYMENT SECURITY

Part 1 of title V of the bill provides that title V may be cited as
the “Employment Security Act of 1960.”” The remainder of title V
is divided into three parts as follows:

Part 2 (secs. 521 to 524, inclusive) revises the provisions relating to
the financing of the administration of the employment security pro-
gram, advances out of the Federal unemployment account to States
whose reserves are inadequate to pay unemployment compensation,
and the repayment of such advances. Part 2 also increases the Fed-
eral unemployment tax from 3 percent of wages to 3.1 percent of
wages.

Part 3 (secs. 531 to 535, inclusive) provides for extension of coverage
under the unemployment compensation program.

Part 4 (secs. 541 to 543, inclusive) provides for extension of the
Federal-State unemployment compensation program to Puerto Rico.

PART 2—EMPLOYMENT SECURITY ADMINISTRATIVE
FINANCING AMENDMENTS

SECTION 521. TITLE IX OF SOCIAL SECURITY ACT

Section 521 of the bill amends title IX of the Social Security Act
(which contains miscellaneous provisions relating to employment
security) to substitute a new text therefor, consisting of sections 901
to 904, inclusive.



108 SOCIAL SECURITY AMENDMENTS OF 1960

TITLE IX—MISCELLANEOUS PROVISIONS RELATING TO
EMPLOYMENT SECURITY

SECTION 901. EMPLOYMENT SECURITY ADMINISTRATION ACCOUNT

(a) Establishment of account.—Subsection (a) of the new section 901
establishes in the Unemployment Trust Fund an employment secu-
ritv administration account.

(b) Appropriations to account.—Subsection (b) (1) of the new section
901 appropriates to the Unemployment Trust Fund, for credit to the
employment security administration account, an amount equal to 100
percent of the tax received under the Federal Unemployment Tax Act
and covered into the Treasury during the fiscal year ending June 30,
1961, and each fiscal year thereafter. This appropriation includes addi-
tional taxes received by reason of the reduced credits provisions of
sections 3302(c) (2) and (3) of the Federal Unemployment Tax Act
and section 104 of the Temporary Unemployment Compensation Act
of 1958, and interest, penalties, and additions to the tax.

Subsection (b)(2) provides that the amounts appropriated by sub-
section (b)(1) are to be transferred at least monthly from the general
fund of the Treasury to the Unemployment Trust Fund and credited
to the employment security administration account. KEach transfer
is to be made on the basis of estimates made by the Secretary of the
Treasury of the amounts received in the Treasury, with proper
adjustments made in amounts subsequently transferred where prior
estimates, including estimates for the fiscal year 1960 under prior
law, were too high or too low.

Subsection (b)(3) of the new section 901 directs the Secretary of
the Treasury to pay from time to time from the employment security
administration account into the Treasury, as repayments to the
account for refunding internal revenue collections, amounts equal to
all refunds made after June 30, 1960. of amounts received as tax
under the Federal Unemployment Tax Act (including interest on such
refunds).

(¢) Administrative expendifures.—Subsection (c) of the new section
901 authorizes certain amounts to be made available for expenditures
for administration by transfer from the employment security admin-
istration account.

Paragraph (1)(A) of the new subsection (c¢) authorizes the making
available, out of the employment security administration account, for
the fiscal year ending June 30, 1961, and for each fiscal year thereafter,
such afmounts as the Congress may deem appropriate for the pur-
pose of:

(1) Assisting the States in the administration of their unem-
ployment compensation law as provided in title ITT of the Social
Security Act, including administration pursuant to agreements
with the Secretary of Labor under IFederal unemployment com-
pensation laws, such as title XV of the Social Security Act.
Administration pursuant to the Temporary Unemployment
Compensation Act of 1958 is specifically excluded because of the
special provisions of that act.

(2) The establishment and maintenance of systems of public
employment offices in accordance with the act of June 6, 1933
(known as the Wagner-Peyser Act).
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(3) Carrying into effect section 2012 of title 38 of the United
tates Code (relating to the assignment of employees on the
stafls of local employment service offices to discharge the duties
prescribed for veterans’ employment representatives by sec. 2011
of title 38).

Paragraph (1)(A) limits to $350 million the total amount which may
be made available for expenditure out of the employment security
administration account for any fiscal year for the three purposes set

forth above. :

Paragraph (1) (B) authorizes to be made available for expenditure
out of the the employment security administration account for the
fiscal year ending June 30, 1961, and for each fiscal year thereafter,
such amounts as the Congress may deem appropriate for the necessary
expenses of the Department of Labor for the performance of its func-
tions under the listed provisions of law. .

Paragraph (2) of the new subsection (c) directs the Secretary of the
Treasury to pay from the employment security administration account
into the Treasury as miscellaneous receipts the amount which he
estimates will be expended during a 3-month period by the Treasury
Department under the listed provisions of law, with appropriate ad-
justments in future payments to the extent that prior estimates were
too high or too low. The amounts so paid will include payments to
reimburse the general fund of the Treasury for the expenses of banks
in servicing unemployment benefit payment and clearing accounts,
which expenses are offset by the maintenance of balances of Treasury
funds with such banks.

(@) Additional tax attributable to reduced credits.—Subsection (d)(1)
of the new section 901 deals with the additional tax received by reason
of section 3302(c) (2) and (3) of the Federal Unemployment Tax
Act (which provides for a reduction in the total credits allowable to
employers in a State against the Federal unemployment tax when
such State has received an advance from the Federal unemployment
account and has not repaid it within the time provided by law). The
additional tax is to be applied to repay to the Federal unemployment
account the advances to the State with respect to which the employers
paid such additional tax, and any amount not needed for such purpose
1s to be transferred to the account of such State in the Unemploy-
ment Trust Fund. If for any taxable year, there are balances out-
standing to which both paragraphs (2) and (3) of section 3302(c)
apply, then, in determining under subsection (d)(1) the amount to be
transferred to the Federal unemployment account and the amount
to be transferred to the State’s account, subsection (d)(1) is to be
applied separately with respect to the additional taxes received by
reason of section 3302(c)(2) and the additional taxes received by
reason of section 3302(c)(3). For example, if the amount of the
reductions for a taxable year i1s 10 percent under section 3302(c)(2)
and is 20 percent under section 3302(c)(3), then one-third of the
additional taxes received shall be applied under subsection (d)(1) to
the balance of advances to which section 3302(c)(2) applies and the
remaining two-thirds of the additional taxes received shall be applied
to the balance of advances to which section 3302(c)(3) applies. Also,
if the amount of additional taxes applied to the balance of advances
described in section 3302(c)(2) is greater than the amount of such
balance, the excess shall be transferred to the account of the State in

56490—60——8
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the Unemployvment Trust Fund. It shall not be applied to the
balance of advances described in section 3302(c)(3). The same prin-
ciple would apply to any excess additional taxes received by reason of
section 3302(c)(3).

Subsection (d)(2) deals with the additional tax received by reason
of section 104 of the Temporary Unemployment Compensation Act
of 1958 (which provides for a reduction in the manner provided in
sec. 3302(c)(2) of the Federal Unemployment Tax Act in the total
credits allowable against the Federal unemployment tax to employers
in a State when such State entered into an agreement under the
Temporary Unemployment Compensation Act of 1958 and has not
restored to the Treasury the necessary amounts within the time
prescribed by law). The additional tax is to be applied to restore
to the general fund of the Treasury the costs of the temporary unem-
ployment compensation program attributable to the State with respect
to which the employers paid such additional tax, and any amount
not needed for such purpose is to be transferred to the account of such
State in the Unemployment Trust Fund.

In determining under subsection (d)(2) the amount to be restored
by any such State, there is to be taken into account the limitation
contained in Public Law 85-457. Such public law provides that no
part of the funds appropriated by such law and expended for admin-
1strative costs in the payvment of benefits pursuant to the Temporary
Unemployment Compensation Act of 1958 to persons who exhausted
their rights to benefits under title XV (Federal employees and ex-serv-
icemen) of the Social Security Act, or under title IV of the Veterans’
Readjustment Assistance Act of 1952 (now subch. I of ch. 41 of
38 U.S.C.), 1s to be included in any computations of the amount to
be restored by the States under section 104 of the Temporary Unem-
ployment Compensation Act of 1958, as amended. Any reduction
in total credits by reason of section 104 of the Temporary Unemploy-
ment Compensation Act of 1958 is in addition to any such reduction
under sections 3302(c) (2) and (3) resulting from any advance to a
State from the Federal unemployment account.

Paragraph (3) of the new subsection (d) provides that the transfers
provided for in paragraphs (1) and (2) thereof are to be made as of
the beginning of the month following the month in which the moneys
were credited to the employment security administration account.
In other words, in the case of the additional tax attributable to these
reduced credits, the employment security administration account is
merely a conduit, and such additional tax, which may be used for
no other purpose, must be transferred to the appropriate account,
and is not included in the computation under subsection (f)(4) of
the net balance in the employment security administration account,
and therefore could not be included in the excess in such account as
of the close of the fiscal year.

(e) Revolving fund.—Paragraph (1) of the new subsection (e) estab-
lishes a revolving fund in the Treasury for the purpose of providing
a fund from which to make advances to the employment security
administration account, and authorizes the appropriation to the fund
(without fiscal vear limitation), of such amounts as may be necessary
to carry out the purposes of the new section 901. Advances to the
employment security administration account are authorized by this
paragraph for the purpose of making the payments from the account
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which are authorized by subsections (b)(3) and (c) of section 901
(which relate to refurids of amounts received as tax, grants to the
States for administrative expenditures, and amounts requn'ed by the
Departments of Labor and Treasury for the employment security
administrative expenses).

Paragraph (2) of the new subsection (e) directs the Secretary of
the Treasury to advance from time to time from the revolving fund
to the employment security administration account such amounts as
may be necessary for the purposes of the new section 901. However,
no such advance may be made during any fiscal year if the net balance
in the employment security administration account as of the beginning
of that fiscal year was $250 million.

Paragraph (3) of the new subsection (e) provides that all advances
from the revolving fund to the employment security administration
account are to bear interest, and the paragraph sets forth the appli-
cable rate of interest.

Paragraph (4) of the new subsection (e) provides for the repayment
to the revolving fund of the advances which have been made from it
to the employment security administration account (including the
payment of interest on such advances). The repayment is to be
made from time to time in such amounts as the Secretary of the
Treasury (in consultation with the Secretary of Labor) determines
are availlable in the employment security administration account for
such repayment. Normally, this would occur about March 1, of
each year, after the bulk of the Federal unemployment tax has been
collected. Additional taxes received pursuant to section 3302(c)
(2) and (3) and section 104 of the Temporary Unemployment Com-
pensation Act of 1958 are to be excluded from the balance in the
employment security administration account in determining whether
the amount therein is sufficient for repayment of the advances from
the revolving fund, since these additional taxes are required to be
transferred either to the Federal unemployment account or a State’s
account as provided in subsection (d) of new section 901.

(f) Determination of excess and amount to be retained in employment
security admainistration account.—Paragraph (1) of the new subsection
(f) requires the Secretary of the Treasury to determine as of the close
-of each fiscal year the excess in the employment security administra-
tion account. The first such determination is to be made as of the
.close of the fiscal year ending June 30, 1961.

Paragraph (2) sets forth the method for determining the excess in
the employment security administration account as of the close of
any fiscal year. The excess is the amount by which the net balance
in such account as of such time exceeds the net balance as of the
beginning of that fiscal year for which such net balance was higher
than as of the beglnnmg of any other fiscal year (hereafter in this
report referred to as the ‘‘previous high-level opening net balance’).

For example, if at the beginning of fiscal year 1966 there was for
the first time a net balance in the employment security administration
account, and that balance was $25 million, and at the end of the
fiscal year there was a net balance in such account of $100 million,
‘the excess in such account as of the close of fiscal year 1966 would be
$75 million, the excess of the closing net balance over the previous
high-level opening net balance. This example also illustrates that
“:in determining the previous high-level opening net balance, the net



112 SOCIAL SECURITY AMENDMENTS OF 19060

balance as of the beginning of the fiscal year for which the excess is
being computed shall be considered, as required by the provisions of
paragraph (2).

It should be noted that under paragraph (2) the net balance as of
the close of any fiscal year is to be determined after the application of
section 902(b). Section 902(b) provides that any amount in the
Federal unemplovment account as of the close of any fiscal year which
exceeds the ceiling on such account provided in section 902(a) is to be
transferred to the employment security administration account as of
the close of such fiscal year.

Paragraph (3) of the new subsection (f) provides that if the entire
amount of the excess in the employment security administration
account as of the close of any fiscal year is not transferred to the
Federal unemployment account (by reason of the fact that the latter
account has been increased to the ceiling provided in sec. 902(a)) the
remainder is to be retained in the employment security administration
account as of the beginning of the succeeding fiscal year, but only to
the extent that the amount so retained does not increase the net
balance in the employment security administration account (as of the
beginning of the succeeding fiscal year) above $250 million.

Paragraph (4) of the new subsection (f) defines the term ‘‘net
balance’’ for the purpose of section 901. The “net balance’” as of
any time is the amount in the employment security administration
account as of such time, but reduced by the sum of—

(1) the amounts then subject to transfer pursuant to the new
section 901(d) (that is, the amounts temporarily in the employ-
ment security administration account by reason of the additional
tax resulting from reduced credits), and

(2) the balance of outstanding advances (with interest accrued
thereon) from the revolving fund in the Treasury established by
the new section 901(e).

The second sentence of paragraph (4) makes it clear that the net
balance in the employment security administration account as of the
beginning of any fiscal year is to be determined after the disposition
of the excess in such account as of the close of the preceding fiscal
year. For example, if the excess in the employment security adminis-
tration account as of the close of a fiscal year is—

(1) transferred to the Federal unemployment account pursuant
to the new section 902(a),

(2) retained in the employment security administration account
pursuant to the new section 901(f)(3), :

(3) transferred to the general fund of the Treasury pursuant
to the new section 1203 of the Social Security Act to repay
advances made from the Treasury to the Federal unemployment
account, or

(4) transferred to the accounts of the States in the Unemploy-
ment Trust Fund pursuant to the new section 903,

the net balance in the employment security administration account
as of the beginning of the succeeding fiscal year is to be determined
after taking into account the effect of such transfers or such retention,
as the case may be. Also, the net balance in the employment security
administration account as of the close of any fiscal year is to be
determined after the application of section 902(b), as provided in new
section 901(f)(2).



SOCIAL SECURITY AMENDMENTS OF 1960 113

The general principles involved in the determination of the excess
in the employment security administration account as of the close of
any fiscal year, and the order for applying such excess, are indicated
in the following table. In order to reduce this portion of the bill to
tabular form, certain of the detailed provisions which may affect the
application of the bill in a particular year have been simplified or

omitted.

I. EXCESS IN EMPLOYMENT SECU-
RITY ADMINISTRATION AC-
COUNT EQUALS

II. EXCESS IS TO BE DISPOSED OF
IN THIS ORDER OF PRIORITY

1. Amount in account (includ-
ing any excess transferred from
the Federal unemployment ac-
count), reduced by

2. The sum of —

1. Transferred to Federal un-
employment account (see sec.
902(a)) until such account reaches
whichever of following is greater:

A. $550 million or

B. four-tenths of 1 percent
of total wages subject to con-
tribution under all State unem-
ployment compensation laws.
2. Retained in employment se-

curity administration account (see
sec. 901(f)(3)) until such account
reaches $250 million.

3. Used to repay Treasury ad-
vances to Federal unemployment
account (see sec. 1203).

4. Transferred to accounts of
States in Unemployment Trust
Fund (see sec. 903).

It should be noted that if the net balance in the employment
security administration account as of the beginning of any fiscal year
is $250 million, item 2 in column II above will cease to apply, and no
further amounts will be retained in such account pursuant to section
901(f)(3). The excess in the employment security administration
account as of the close of such fiscal year or any year thereafter will
be the amount by which the net balance in such account as of such
time exceeds $250 million.

(A) previous high-level open-
ing net balance in account (see
sec. 901 (f) (2));

(B) amounts held for trans-
fer under reduced credit pro-
visions (see sec. 901(f)(4)), and

(C) advances (plus interest)
repayable to revolving fund (see
sec. 901(f) (4)).

SEC. 902. TRANSFERS BETWEEN FEDERAL UNEMPLOYMENT ACCOUNT
AND EMPLOYMENT SECURITY ADMINISTRATION ACCOUNT

() Transfers to Federal unemployment account.—Subsection (a) of
the new section 902 provides that whenever the Secretary of the
Treasury determines, pursuant to the new section 901(f), that there
is an excess in the employment security administration account as of
the close of any fiscal year, so much of such excess shall be transferred
to the Federal unemployment account (as of the beginning of the
succeeding fiscal year) as will not cause the amount i the Federal
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unemployment account to exceed the ceiling provided by this sub-
section, which is the greater of the following amounts:
(1) $550 million or
(2) the amount (determined by the Secretary of Labor and
certified by him to the Secretary of the Treasury) equal to four-
tenths of 1 percent of the total remuneration subject to contribu-
tions under all State unemployment compensation laws (usually
referred to as ‘“State taxable wages’’) for the calendar year
ending during the fiscal year for which the excess in the employ-
ment security administration account is determined.

In computing the amount of the excess transferable to the Federal
unemployment account under section 902(a), amounts transferred to
the Federal unemployment account under section 901(d)(1) as of
July 1 are to be taken into account, but amounts transferred to such
account under sections 903(b)(1) and 903(b)(2) as of July 1 are not
to be taken into account.

(b) Transfers to employment security administration account.—Sub-
section (b) of the new section 902 provides that the amount, if any,
by which the amount in the Federal unemployment account as of
the close of any fiscal year exceeds the greater of—

(1) $550 million, or
(2) the amount (based on a percentage of total remuneration
subject to contributions) described in the new section 902(a)(2),
is to be transferred to the employment security administration account
as of the close of such fiscal year. Since such transfer takes place as
of the close of the fiscal year, the amount so transferred will be taken
into account in determining under the néw section 901(f) the amount
of the excess in the employment security administration account as of
the close of such fiscal year.

It should be noted that the amount in the Federal unemployment
account may from time to time within a fiscal year be above the
ceiling set forth in section 902(a). For example, if the amount in the
Federal unemployment account as of the beginning of a fiscal year is
$550 million (in a period when the alternative amount based on total
wages 1s less than $550 million) and if during such fiscal year no new
advances are made to the States from such account, but State X
repays $50 million which has been advanced to it from such account,
the amount in the account as of that time will be $600 million. Simi-
larly amounts transferred to or retained in (as the case may be) the
Federal unemployment account pursuant to new sections 901(d)(1),
903(b)(1), and 903(b)(2) may also increase the amount in the account
above the prescribed ceiling. However, at the close of such fiscal year,
the new section 902(b) will apply and will require any excess in the
Federal unemployment account to be transferred to the employment
security administration account.

SECTION 903. AMOUNTS TRANSFERRED TO STATE ACCOUNTS

_ The new section 903 relates to the transfer of part or all of an excess
mn the employment security administration account to the accounts of
the States in the Unemployment Trust Fund.

(a) In general.—Paragraph (1) of the new section 903(a) provides
that whenever, after the application of section 1203 (relating to the
repayment of advances which have been made from the Treasury to
the Federal unemployment account), there remains any portion of the
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excess in the employment security administration account as of the
close of any fiscal year, the remainder of such excess is to be trans-
ferred (as of the beginning of the succeeding fiscal year) to the accounts
of the States in the Unemployment Trust Fund. It is to be noted
that sections 902(a) and 901(f)(3) are applied before section 1203 is
applied. '

pf’aragraph (2) sets forth the method of determining each State’s
share ‘of the funds to be transferred to the State accounts. The
method is the same as is provided in existing section 903(a). In
general terms, the allocation ratio for any State i1s the ratio which the
amount of remuneration subject to contributions under the unemploy-
ment compensation law of such State bears to the total amount of
remuneration subject to contributions under the unemployment
compensation laws of all of the States.

(b) Limitatrons on transfers.—The new subsection (b) deals with
States which are not eligible for certification under section 303 of the
Social Security Act or which have laws which are not approvable
under section 3304 of the Federal Unemployment Tax Act. The sub-
stance of the new subsection (b) is the same as the substance of existing
section 903(b). In general terms, the share of any such State is held
for 1 year in the Federal unemployment account. If, during that
vear, the Secretary of Labor finds and certifies to the Secretary of the
Treasury that the requirements of section 303 of the Social Security
Act and of section 3304 of the Federal Unemployment Tax Act are
now satisfied in the case of such State, the Secretary of the Treasury
transfers such State’s share (with no interest) to the account of such
State in the Unemployment Trust Fund. If, however, the Secretary
of Labor does not so find and certify during the 1-year period, then
the amount which was available for transfer to the account of such
State ceases to be available for such purpose and instead becomes.
unrestricted as to use as part of the Federal unemployment account.
Any such amount will become unrestricted as to use as of the close
of a fiscal year, and therefore will be taken into account in computing
the amount in the Federal unemployment account as of the close of
such fiscal year for the purposes of the new section 902(b).

Paragraph (2) of section 903(b) is a new provision. It requires
that any amount which would otherwise be transferred to the account
of a State by reason of section 903(a) or section 903(b)(1) is to be
reduced by the balance of advances made from the Federal unemploy--
ment account to such State under section 1201. The amount of this
reduction, instead of being credited to the account of the State under
section 903(a), will be transferred to the Federal unemployment
account and will be credited against, and operate to reduce, the
balance of advances made to the State under section 1201. Similarly,
any amount otherwise transferable to the State’s account from the
Federal unemployment account, as provided in section 903(b)(1)
(because the State law is then approvable under sec. 3304 and certifiable
under sec. 303) will be retained in the Federal unemployment account
at such time becoming unrestricted as to use as part of the Federal
unemployment account, and will be credited against, and operate to
reduce, the balance of advances made to the State under section 1201.
Transfer to or retention in the Federal unemployment account, as
the case may be, will be made as of the date the sums would otherwise
have been transferred to the State’s account. Any balance of ad--
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vances made before the enactment of this bill will first be reduced,
and any balance of advances made thereafter will next be reduced.

(¢) Use of transferred amounts.—Subsection (c) of section 903 relates
to the use which a State may make of amounts transferred to the
account of the State pursuant to subsections (a) and (b)(1) of section
903. The provisions of the new subsection (c) are the same in sub-
stance as the provisions of existing section 903(c), except that certain
changes of a technical nature have been made in section 903(c)(2).

SECTION 904, UNEMPLOYMENT TRUST FUND

Section 904 is a continuation of existing section 904, with necessary
technical and conforming amendments. The balance of advances
referred to in section 904(e)(1) means balances of advances made
under section 1201 both before and after the enactment of this bill.

SECTION 522. TITLE XII OF THE SOCIAL SECURITY ACT

Section 522 of the bill amends title XII of the Social Security Act
to substitute a new text therefor, consisting of sections 1201 to 1204,
inclusive. This title of the Social Security Act provides for advancing
funds to State unemployment funds from the Federal unemployment
account in the Unemployment Trust Fund.

TITLE XII—ADVANCES TO STATE UNEMPLOYMENT FUNDS
SECTION 1201. ADVANCES TO STATE UNEMPLOYMENT FUNDS

(a) Advances.—Subsection (a) of section 1201 provides that
advances shall be made to the States from the Federal unemployment
account in the Unemployment Trust Fund under the conditions
specified and shall be repayable (without interest) in the manner
provided in the following provisions of the Social Security Act:

(1) Section 901(d) (1) relating to repayment by the transfer to
the Federal unemployment account of the additional tax received
by reason of the reduced credits provisions of section 3302(c) (2)
or (3) of the Federal Unemployment Tax Act, and the crediting
of the amount so transferred against the balance of outstanding
advances made to the State.

(2) Section 903(b) (2) relating to repayment by the transfer to
the Federal unemployment account of the amount that otherwise
would be transferred to the account of a State to be credited
agf(ziinst the balance of outstanding advances made to the State;
an
_ (3) Section 1202 relating to repayment by a State of outstand-
ing advances by transfers from the State account.

_An advance may be made to a State for the payment of compensa-
tion in any month if (A) the Governor of the State applies for such
advance no earlier than the lst day of the preceding month, and
(B) he furnishes to the Secretary of Labor his estimate of the amount
of an advance which will be required by the State for the payment of
unemployment compensation in such month. A State may make
more than one application with respect to a month.

After receiving an application, the Secretary of Labor is required
to (A) determine the amount (if any) which he finds will be required
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by the State for the payment of unemployment compensation in such
month, making due allowance for contingencies that may occur
during the month and taking into account all other amounts that will
be available in the State’s fund; and (B) certify to the Secretary of the
Treasury the amount so determined (which may not be greater than
the amount requested by the Governor of the State). The aggregate
amount so certified by the Secretary of Labor with respect to any
month shall not exceed the amount which the Secretary of the
Treasury reports to him is available in the Federal unemployment
account for such advances.

Subsection (a) of section 1201 continues the existing provision of
law that for purposes of the subsection—

(1) the application for an advance shall be made on such forms,
and shall contain such information and data (fiscal and otherwise)
concerning the operation and administration of the State unem-
ployment compensation law, as the Secretary of Labor deems
necessary or relevant to the performance of his duties under
title XII, and

(2) the term ‘‘compensation” means cash benefits payable to
individuals with respect to their unemployment, exclusive of
expenses of administration.

(b) Transfer of amount certified.—Subsection (b) of section 1201
continues the requirement of existing law that the Secretary of the
Treasury shall, prior to audit or settlement by the General Accounting
Office, transfer from the Federal unemployment account to the account
of the State in the Unemployment Trust Fund, the amount certified
for advance by the Secretary of Labor (but not exceeding the amount
in the Federal unemployment account at the time of the transfer which
is not restricted as to use pursuant to section 903(b)(1)).

SECTION 1202. REPAYMENT BY STATES OF ADVANCES TO STATE
UNEMPLOYMENT FUNDS

This section, as does section 1202(a) of existing law, provides that
the Governor of any State may at any time request that funds be
transferred from the State’s account to the Federal unemployment ac-
count in repayment of part or all of the balance of advances made to
such State. If there are outstanding balances of advances made
both before and after the enactment of this bill, the Governor may
specify against which balance the payment shall be applied. The
Secretary of Labor is required to certify to the Secretary of the
Treasury the amount and balance stated in the request against which
the payment shall apply; and the Secretary of the Treasury is required
to promptly transfer such amount in reduction of such balance.

SECTION 1203. ADVANCES TO FEDERAL UNEMPLOYMENT ACCOUNT

The first sentence of this section is the same as section 1202(c) of
existing law, and authorizes the appropriation to the Federal unem-
ployment account, as repayable advances (without interest), of such
sums as may be necessary to carry out the purposes of title XII of
the Social Security Act.

The second sentence of this section is new. It provides when the
repayment of advances appropriated to the Federal unemployment
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account under section 1203 is to be made. Whenever there is an
excess in the employment security administration account as of the
close of any fiscal year after the application of section 901(f)(3)
(which is preceded by the application of section 902(a) of the Social
Security Act), such excess, or as much thereof as may be necessary,
shall be applied to the repayment of the balance of such advances to
the Federal unemployment account. The amount to be applied shall
be transferred to the general fund of the Treasury and shall be
credited against, and shall operate to reduce, such balance of advances.

SECTION 1204. DEFINITION OF GOVERNOR

Section 1204 is the same as section 1203 of existing law. It provides
that for purposes of title XII, the term ‘‘Governor’ includes the
Commissioners of the District of Columbia.

Section 522(b) of title V is a new transitional provision. This sub-
section provides that no advance shall be made on or after the effective
.date of this bill on the basis of an application made under section
1201(a) of the Social Security Act as in effect before such date.
An exception, however, is made if (A) some but not all of an advance
.certified by the Secretary of Labor to the Secretary of the Treasury was
transferred to a State’s account, and (B) the Governor of such State,
after the enactment of this bill, requests the Secretary of the Treasury
to transfer all or any part of the remainder to the State’s account.
In this situation, the amount so requested or (if smaller) the amount
available in the Federal unemployment account shall be transferred
to the State’s account. Even though all of the remainder is not
transferred pursuant to such request, there will be no further transfer
unless and until there is another request from the Governor. It is
provided that any amount so transferred will be treated as an ad-
vance made before the date of the enactment of this bill. No transfer
may be made, however, after the 1-year period beginning on the date
this bill is enacted.

SECTION 623. FEDERAL UNEMPLOYMENT TAX ACT

(a) Increase in tax rate.—Section 3301 of the Internal Revenue Code
of 1954 (relating to rate of tax under the Federal Unemployment Tax
Act) is amended by subsection (a) to increase the excise tax imposed
on each employer (as defined in sec. 3306(a) of such code). The rate
18 increased from 3 percent of total wages (as defined in sec. 3306(b)
of fguch code) to 3.1 percent, effective with respect to wages paid after
1960.

(b) Computation of credits against tax. —Subsection (b) of section 523
of the bill amends section 3302 of the Internal Revenue Code of 1954,
by striking out subsection (c¢) and inserting in lieu thereof new sub-
sections (¢) and. (d).

_Section 3302(a) permits credit against the Federal tax for contribu-
tions with respect to the taxable year paid into a State unemploy-
ment fund on or before the due date of the Federal return for such
year. Credit is also permitted under existing law for contributions
paid after the due date of the Federal return but this credit is not to
exceed 90 percent of the amount which would have been allowable
as credit on account of such contributions had they been paid on or
before the due date of the Federal return. An additional credit is
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allowable under section 3302(b) with respect to the amount of con-
tributions which a taxpayer is relieved from paying to an unemploy-
ment fund under the experience rating provisions of a State law which
has been certified for the taxable year as provided in section 3303
of the code. Section 3302(c)(1) provides that the total credits allowed
" to a taxpayer shall not exceed 90 percent of the tax against which
such credits are allowable. i

The amendment to section 3302 makes no change in the credits
allowable under subsections (a), (b), and (¢)(1) of section 3302 of
existing law. As provided in subsection (d)(1), the credits will con-
tinue to be calculated as a percentage of a 3 percent tax rate, even
though the total Federal unemployment tax has been increased to 3.1
percent. Subsection (¢)(2) of existing law, which provides for a re-
duction in the amount of total credits allowable under certain cir-
cumstances, appears as a new subsection (¢)(2) with no substantive
change (other than changing the December 1 date to November 10,
and placing such date in new subsection (d)(3)), but is limited in
application to an advance or advances made before the date of enact-
ment of your committee’s bill. If an advance or advances made
under title XII of the Social Security Act before the date of the
enactment of this bill remain unreturned on January 1 of each of 4
consecutive taxable years, the total credits allowable to a taxpayer
subject to the unemployment compensation law of such State are
reduced (by 5 percent of 3 percent or 0.15 percent with respect to
wages paid by such taxpayer during such taxable year which are
attributable to such State) for the taxable year beginning with the
fourth such January 1, unless prior to November 10 of that taxable
year the aggregate amount of all such advances theretofore made to
the account of such State has been fully returned. The total credits
otherwise allowable will be further reduced (by an additional 5 per-
cent of 3 percent for each such succeeding taxable vear with respect
to wages paid by such taxpayer during each such taxable year which
are attributable to -such State) in the case of any succeeding taxable
year beginning with a consecutive January 1 on which a balance of an
unreturned advance or advances exists, unless prior to November 10
of that taxable year the aggregate amount of all such advances there-
tofore made to the account of the State prior to such date is fully
returned.

Section 3302 is further amended by providing a new subsection
(¢)(3). New subsection (¢)(3)(A) provides that if an advance or
advances made under title XII of the Social Security Act on or after
the date of the enactment of this bill remain unreturned on January 1
of each of 2 consecutive taxable years, the total credits (after applying
subsecs. (a), (b), and (¢) (1) and (2) of sec 3302) allowable to a tax-
payer subject to the unemployment compensation law of such State
are reduced (by 10 percent of 3 percent or 0.3 percent with respect
to wages paid by such taxpayer during such taxable year which are
attributable to such State) for the taxable year beginning with the
second such January 1, unless prior to November 10 of that taxable
year the aggregate amount of all such advances theretofore made to
the account of such State has been fully returned. Thus, if there is
a balance outstanding as of the beginning of November 10, the reduced
credit provisions will apply to the State even though there may have
been no balance outstanding for some period between January 1 and



120 SOCIAL SECURITY AMENDMENTS OF 1960

November 10 of the taxable year. The total credits will be further
reduced (by an additional 10 percent of 3 percent for each such suc-
ceeding taxable year with respect to wages paid by such taxpayer dur-
ing such taxable year which are attributable to such State) in the case
of any succeeding taxable year beginning with a consecutive January 1
on which a balance of unreturned advances exists unless prior to -
November 10 of that taxable year the aggregate amount of all such
advances theretofore made to the account of the State prior to such
date is fully returned.

New subsection (¢)(3)(B) provides that the total credits otherwise
allowable to the taxpayver for the taxable year will be further reduced
(in addition to the reduction provided in subsec. (¢)(3)(A)) in the
case of a taxable year beginning with the third or fourth consecutive
January 1 as of the beginning of which there is such a balance of
advances, unless prior to November 10 of the taxable year the aggre-
gate amount of all such advances theretofore made to the account of
such State has been fully returned, or unless the average emplover
contribution rate for such State for the calendar vear preceding such
taxable year is at least 2.7 percent. The additional reduction, if any,
for each such taxable year shall be an amount determined by multi-
plying wages paid by such taxpayer during such taxable vear which
are attributable to such State by the percentage by which 2.7 percent
exceeds the average emplover contribution rate for such State for the
calendar year immediately preceding such taxable yvear. The average
emplover contribution rate is defined in new subsection (d)(4) as
the percentage obtained by dividing the total of the contributions
paid into the State unemployment fund with respect to such cal-
endar year, by the total of the remuneration subject to contribu-
tions under the State unemplovment compensation law (State
taxable wages) with respect to such calendar year. New subsection
()(3)(C) provides that the total credits otherwise allowable to the
taxpayer for the taxable year will be further reduced (in addition to
the reduction provided in subsec. (¢)(3)(A)) in the case of a taxable
year beginning with the fifth or any succeeding consecutive January
1 as of the beginning of which there is such a balance of advances,
unless prior to November 10 of the taxable year the aggregate
amount of all such advances theretofore made to the account of
such State has been fully returned, or unless the average employer
contribution rate for such State for the calendar year preceding such
taxable year was equal to the 5-vear benefit-cost rate applicable to
such State or 2.7 percent, whichever is higher. The additional reduc-
tion, if any, for each such taxable year shall be an amount determined
by multiplying the wages paid by such taxpayer during such taxable
vear which are attributable to such State by the percentage by which
the 5-year benefit-cost rate applicable to such State for such taxable
vear, or (if higher) 2.7 percent, exceeds the average employer contri-
bution rate for such State for the calendar year preceding such taxable
yvear. The 5-year benefit-cost rate is defined in new subsection (d)(5)
as the percentage obtained by dividing one-fifth ‘of the total of
the compensation paid under the State unemployment compensa-
tion law during the 5-year period ending at the close of the second
calendar year preceding such taxable year by the total of the remuner-
ation subject to contributions under the State unemployment com-
pensation law (State taxable wages) with respect to the first calendar
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year preceding such taxable year. If the average employer contribu-
tion rate for purposes of reductions described in section 3302(c)(3) (OC),
i$ 2.7 percent or higher, such rate shall be recomputed and determined
by dividing the sum of employer contributions paid into the unem-
ployment fund of such State and employee payments into the fund
which are to be used solely in payment of unemployment compensa-
tion by the total of the remuneration subject to contributions under
the State unemployment compensation law (State taxable wages)
with respect to such calendar year.

The amendments of section 3302(c) contemplate that the reduced
credit provisions are to apply separately for old advances and for
new advances. Thus, if the additional tax collected by reason of
section 3302(c)(2) exceeds the balance of advances described in that
paragraph, the excess goes to the State account and not to reduce
the balance of advances described in section 3302(c)(3). The same
principle would apply to excess collections under section 3302 (c)(3)
where a balance of advances described in section 3302(c)(2) continued
to exast.

A new subsection (d) is added to section 3302, providing definitions
and special rules relating to subsection (¢). Paragraph (1) of subsec-
tion (d) provides that in applying the reduced credits prescribed in
subsection (c) the tax imposed by section 3301 shall be computed at
the rate of 3 percent in lieu of 3.1 percent. Paragraph (2) provides,
as does the present law, that the wages attributable to a particular
State are those subject to the unemployment compensation law of
the State, or if not covered by any State law, as determined under
rules and regulatlons prescribed by the Secretary of the Treasury or
his delegate. Paragraph (3) provides that reductions in credits under
paragraph (2) or (3) of section 3302(c) with respect to any State shall
not apply for a taxable year if as of the beginning of November 10
of such year there is no balance of advances referred to in such para-
graph (2) or (3) of subsection (c). Paragraph (4) defines average em-
ployer contribution rate. Paragraph (5) defines the 5-year benefit-
cost rate. Paragraph (6) provides that if any percentage referred
to in either subparagraph (B) or (C) of subsection (¢)(3) is not a
multiple of 0.1 percent, it shall be rounded to the nearest multiple
of 0.1 percent. Thus, if a percentage is 2.57 percent, it shall be rounded
to 2.6 percent; if it is 2.53 percent, it shall be rounded to 2.5 percent;
or if it is 2.96 percent, it shall be rounded to 3.0 percent. In the case
of subparagraph (C) of section 3302(c)(3), the two rates referred to
shall not be rounded until the difference is determined. For example,
if the 5-year benefit-cost rate is 3.26 and the average employer con-
tribution rate is 3.14, the difference is 0.12 and the reduction in credit
would be 0.1 percent of wages. If these two rates were rounded sepa-
rately, 3.26 would be increased to 3.3 percent and 3.14 would be de-
creased to 3.1 percent, and the difference would be 0.2 percent.
Paragraph (7) provides that the percentages referred to in subsection
(¢)(3) (B) or (C) shall be determined by the Secretary of Labor and
certified to the Secretary of the Treasury before June 1 of a taxable
year on the basis of a report furnished to the Secretary of Labor by
the State before May 1 of such year. Any State-report shall be as of
the close of March 31 of the taxable year. Paragraph (8) is a cross
reference to section 104 of the Temporary Unemployment Compensa-
tion Act of 1958 which relates to the reduction of total credits allowable
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under subsection (c). Subsection (c¢) of section 523 of the bill provides
that the amendments made by subsection (a) shall apply only with
respect to the calendar year 1961 and calendar years thereafter.
The application of section 3302(c) as amended by section 523 of
your committee’s bill may be illustrated by the following example:
Example—Assume that State Z received an advance of $30 million

on July 10, 1957, and that after the enactment of the bill State Z re-~
ceives advances in July, August, September, October, and November
of 1960 totaling $170 million, and additional advances in May, June,
July, August, September, and October of 1964 totaling $260 million.
The 1960 loan balance is repaid on March 5, 1964. The following
tables will show the application of the reduction of credit provisions
of section 3302(c).

TaBLE A.—Reduction of credits

Percentage | Percentage| Percentage Percentage Date of addi- | Reduction
of credit of credit reduction reduction tional tax attributable
Federal taxable | reduction | reduction attributahle attributabhle paid by to effect of
year under under 3302 to effect of to effect of reason of 3302(c) based
3302(c)(2) | (©B)(A) [ 3302(c)(3)(B) | 3302(c)(3)(C) reduction on wages
provisions paid in
19610 . ________. JRD U T U PR U PR SRR Jan, 31,1962 1961
19623 _____.._ .3 JO: J U Jan. 31,1963 1962
1983 3. e al|eemmeiaaos .6 6.4 (2.7-2.3) |oeomooe . Jan, 31,1954 1963
1964 ¢ 5 el .9 6.3(2.7—241)|came . Jan. 31,1985 1964
1966, .o fecomaaiooC ) 2 PO 7.2 (2.88--2.7) | Jan, 31,1966 1965
1966 0 c o oo ) OO N 7.1 (2.82—-2.71)| Jan, 31,1967 1966

1 4th consecutive Jan. 1 has passed and the 1957 advance has not been repaid by Nov, 10.

12 2d consecutive Jan. 1 has passed and the new advances have not been repaid by Nov. 10,
consecutive Jan. 1 has passed for the 1957 advance without repayment.

33d consecutive Jan. 1 has passed and the new advances have not been repaid by Nov, 10.
reductions under sec. 3302(c)(2) have discharged the 1857 advance.

4 4th consccutive Jan. 1 has passed and the new advances have not been repaid by Nov. 10.

5 (Note: There is still a balance of advances made after the enactment of the Employment Security Act
of 1960, since all such new advances are aggregated and only a portion of the aggregate has been repaid.)

6 See tables B and D.

7 See tables B, C, and D.

Also, the 5th
The credit

TasLE B.—State Z’s financial experience

[Amounts in millions of dollars]

Employer
Benefits paid| Employer | State taxable | contribution | Federal tax-
Year by 8tate |contributions wages as percent able wages
of State tax-
able wages
1959 oo e eaes $260 $186 $7,950 2.34 $7,150
1960 - e ccccceiccccceaan 180 14 8,150 1.77 7,350
IR i) DI 160 157 8, 500 1.85 7,650
1962, e e ccamccree 195 198 8, 600 2.30 7,750
IR SN 385 195 8,100 2.41 7, 300-
1964 oo m o cccccecmecaen 263 221 8,200 2,70 7,380
1965. ccaeee 185 228 8, 400 2.7 7, 550
1966. ... ———— 190 225 8, 500 2.65 7,650
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TasLs C.—Determination of 5-year benefii-cost rate

[Amounts in millions of dollars]
Average Benefit-
Taxable year 5-year period Total benefit annual State taxable cost rate
payments benefit wages (percent)
payments
1965. . oo eeececeeeen 1959 t0 1963._.____. $1, 180 $236 1 $8, 200 2.88
1966. - vececemeccmemaee 1960 to 1964........ 1,183 237 18,400 2.82
! For 1964.
2 For 1965.

TasLE D.—Automatic repayment of advances through reduced tax credits under
sec. 3302(c) (2) and (3)(A)

[Amounts in millions of dollars)

Amount of | To be paid Percent of Additional Percent of Additional
Federal taxable federally by Jan. 31 | eredit reduc- | taxes under { credit reduc- | taxes under
year taxable of— tion under 3302(c) (2 tion under |3302(¢)(3)(A)
wages 3302(¢)(2) 3302(e)(3)(A)
7, 650 1962 .16 811,475 [ o eeemmeeeo] oo cm e
7,750 1963 .3 23.25 .3 $23.25
7,300 1964 .6 43.8
7, 380 1965 .9 66. 42
7, 550 1966 1.2 90. 6
7,650 1967 1.5 114.76

TasLe E.—Additional tazes resuliing from provisions pertaining to State tax yields
(sec. 3302(c) (3) (B) and (C))

Actually | Based on
Federal taxable year paid by State tax Amount of tax equal to (in millions of dollars)—
Jan. 31— rate in—

1963 _ .. 1964 1962 1963 Federal wages (from table B)X(2.7--1962 actual
average State employer contribution rate).t $7,300X
(2.7—2.30) =$7,300X0.4=$29.2,

1964 . - . 1965 1963 1964 Federal wages (from table B)X(2.7-1963 actual
average State employer oontrlbutlon rate). $7,380X
(2.7—2.41) =$7,380X0.3=$22.14

1965. e e 1966 1964 1965 Federal wages (from table B) X (higher of 2.7 or
195963 cost rate minus 1964 actual average State
employer contribution rate). $7,550X(2.88—2.7)=
$7,550X0.2=$15.1.

19660 — oo 1967 1965 1966 Federal wages (from table B)X (higher of 2.7 or
1960-64 cost rate minus 1965 actual average State
employer contribution rate). $7,650X(2.82—2.71)=
$7,650X0.1=87.65.

t No employee contributions in State Z.

TasLe F.—Summary of repayment of advances

[Amounts in millions of dollars]

Reduced 1957 out-
Date on which | Additional | Additfonal |[credit when| standing 1960 loan | 1964 loan | To State
paid taxes under | taxes under | tax yield | loan bal- balance balance | trust fund
3302(c)(2) 13302(c)(3)(A)| is inade- ance
quate
Jan. 31, 1962___ .. $10.475 | .. $18. 525
Jan, 31, 1963___._ 23.25 0
Jan. 31, 1964
Jan. 31, 1965__
Jan. 31, 1966.
Jan. 31, 1967

1 On Nov. 10, 1963, the balance of the advance of $30,000,000 made in July 1957 is zero.
3 On Mar. 5, 1964, the balance of the 1960 advances totalmg $170,000,000 is repaid by a payment of $73,-
750,000. Addmonal 1964 advances totaling $260,000,000 are made between May 1 and Oct. 31, 1964.
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(c) Effective date.—Subsection (c) of section 523 of the bill provides
that the amendments made by subsection (a) shall apply only with
respect to the calendar year 1961 and calendar years thereafter.

SECTION 524. CONFORMING AMENDMENTS

(@) Section 301 of Social Security Act.—Section 301 of the Social
Security Act authorizes appropriations for each fiscal year for grants
to States for unemployment compensation administration. Under
the bill, the authorization for expenditures for this purpose will be
contained in section 901(c)(1)(A) of the Social Security Act. Sub-
section (a) of section 524 of the bill makes the necessary changes to
conform section 301 of the Social Security Act to this action.

(b) Section 104 of Temporary Unemployment Compensation Act of
19568.—Subsection (b) of section 524 of the bill strikes out subsection
(b) of section 104 of the Temporary Unemployment Compensation
Act of 1958, which relates to the transfer to a State unemployment
account of amounts of additional tax received in excess of amounts
restorable by the State under such act. Under the amendment made
by section 521 of the bill, these transfers are to be provided for by
section 901(d)(2) of the Social Security Act. Subsection (b) also
amends section 104(a) of the Temporary Unemployment Compensa-
tion Act of 1958 by striking out the words “by December 1" and sub-
stituting therefor “before November 10” to conform to a similar
change made in section 3302(d)(3) of the Federal Unemployment Tax
Act by section 523 (b) of the bill.

PART 3. EXTENSION OF COVERAGE UNDER UNEMPLOY-
MENT COMPENSATION PROGRAM

SECTION 531. FEDERAL INSTRUMENTALITIES

Section 531 of the bill amends sections 3305(b), 3305(g), and
3306(c)(6) of the Internal Revenue Code of 1954 to authorize, with
appropriate safeguards, the legislature of any State to tax as private
employers those Federal instrumentalities which are neither wholly
nor partially owned by the United States unless they are exempt from
taxation by a law granting a specific exemption by reference to section
3301 of such code (or the corresponding section of prior law) from the
unemployment tax imposed by such section. A further safeguard
would be added for the protection of the employees of the taxable
instrumentalities. This would permit State taxation only if these em-
ployees are treated by the State law in the same way as are employees
of other employers. Paragraph (6) of section 3306(c) of the code is
amended to exclude from employment any service performed in the
employ of an instrumentality which is partially owned by the United
States or which is exempt from the tax imposed by section 3301 by
virtue of any provision of law which specifically refers to such section
(or the corresponding section of prior law) in granting such exemption.
Service performed in the employ of wholly owned Federal instru-
mentalities is already excluded.

The effect of these amendments is to extend the protection of the
unemployment insurance program to employees of certain Federal
instrumentalities which are neither wholly nor partially owned by the
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United States. At the present time, employees of a non-wholly-owned
instrumentality are not covered by the program for Federal employees
and are not protected by the system applicable to employees of private
employers if the instrumentality i1s exempt from taxation by other
provisions of law. In this connection, section 3308, SHORT TITLE,
has been renumbered ‘‘3309” and a new section 3308 inserted to
make it clear that the unemployment tax is to apply to nonowned
instrumentalities unless they are exempted by a law, whether enacted
before or after enactment of this bill, which grants a specific exemption
by reference to section 3301 (or the corresponding section of prior
law) from the tax imposed by such section,

Sections 1501 (a) and 1507 (a) of the Social Security Act are amended
by striking out the word “wholly” in the -ﬁrst sentence of each section
and inserting in lieu thereof the words ‘“wholly or partially’’. This
brings employees of partially owned Federal instrumentalities under
the unemployment insurance program for Federal employees provided
in title XV of the Social Security Act, which already covers employees
of wholly owned instrumentalities.

SECTION 532, AMERICAN AIRCRAFT

Section 532 of the bill amends both clause (B) of the introductory
provision of section 3306(c) of the Internal Revenue Code of 1954
and paragraph (4) of such section to provide the same unemployment
insurance protection for employees employed on or in connection with
American aircraft engaged in oversea operations as is provided for
employees employed on or in connection with American vessels en-
gaged in oversea operations. Also, section 3306(m), which defines
the term ‘“‘American vessel” is amended to include a definition of
“American aircraft’’ i.e., ‘“aircraft registered under the laws of the
United States.”

SECTION 533, FEEDER ORGANIZATION, ETC.

Section 533 of the bill amends paragraph (8) of section 3306(c) of
the Internal Revenue Code of 1954 to limit the exception from employ-
ment provided by that paragraph to service performed in the employ
of a religious, charitable, educational, or other organization described
in section 501(c)(3) of the code which is exempt from income tax
under section 501(a). This extends unemployment insurance pro-
tection to the employees of feeder organizations which are subject to
income tax by reason of section 502 of the code. Section 502 provides
that an organization operated for the primary purpose of carrying
on a trade or business for profit shall not be exempt from income tax
under section 501 on the grounds that all of its profits are payable to
one or more organizations exempt from income tax under section 501.

The amendment to paragraph (8) of section 3306(c) of the code
would also extend coverage to the organizations described in section
501(c)(3) with respect to year for which they are denied income tax
exemption under the provisions of section 503 or 504 of the code.

56490—60——9
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SECTION 534. FRATERNAL BENEFICIARY SOCIETIES, AGRICULTURAL
ORGANIZATIONS, VOLUNTARY EMPLOYEES’ BENEFICIARY ASSOCIATIONS,
ETC.

Section 3306(c) of the Internal Revenue Code of 1954 defines the
term ‘“‘employment’’ for purposes of the Federal Unemployment Tax
Act. Paragraph (10) of this section excludes from the term “employ-
ment’’ the service described therein.

The effect of section 534 of the bill is, in general, to extend the term
“employment’’ (unless the service is excluded by some other paragraph
of sec. 3306(c)) to include—

(1) Service performed in the employ of organizations which
are exempt from income tax where—

(A) such service is in connection with the collection of
dues or premiums for a fraternal beneficiary society, order,
or assoclation, and is performed away from the home office, or
is ritualistic service in connection with any such society,
order, or association; or )

(B) such service is performed by a student who is enrolled
and is regularly attending classes at a school, college, or
university, unless the service is performed for such school,
college, or university.

(2) Service performed in the employ of agricultural or horti-
cultural organizations which are exempt from income tax.

(3) Service performed in the employ of voluntary employees’
beneficiary associations (described in subpars. (C) and (D) of
existing par. (10)) providing for the payment of life, sick, acci-
dent, or other benefits to the members of such association or their
dependents or their designated beneficiaries.

Under the amendment made by section 534 of the bill, the following
service will continue to be excluded from the term ‘‘employment” by
reason of section 3306(c)(10):

(1) Service performed in any calendar quarter in the employ
of any organization exempt from income tax (other than a trust
created or organized under a qualified pension, profit-sharing, or
stock-bonus plan), if the remuneration for such service is less than
$50.

(2) 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.

SECTION 535. EFFECTIVE DATE

_ Under section 535 of the bill, the amendments made by part 3 of
title V of the bill (other than the amendments to title XV of the Social
Security Act made by subsecs. (¢) and (f) of sec. 531 of the bill) are
to apply with respect to remuneration paid after 1961 for services per-
formed after 1961. The amendments made by subsections (e) and
(f) of section 531 of the bill are to apply with respect to any week of
unemployment which begins after December 31, 1960.
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PART 4. EXTENSION OF FEDERAL-STATE UNEMPLOY-
MENT COMPENSATION PROGRAM TO PUERTO RICO

SECTION 541. EXTENSION OF TITLES III, IX, AND XII

Section 541 of the bill amends paragraphs (1) and (2) of section
1101 (a) of the Social Security Act (effective on and after Jan. 1, 1961)
so as to provide that the term ‘“‘State’”” and, when used in the geo-
graphical sense, the term ‘“United States” include the Commonwealth
of Puerto Rico for purposes of titles III, IX, XII, and XV of the
Social Security Act. The effect of this amendment, together with.
the amendment made by section 543(a) of this bill to the Federal
Unemployment Tax Act, is to include the Commonwealth of Puerto.
Rico in the Federal-State unemployment compensation program
provided by titles III, IX, and XII of the Social Security Act and
the Federal Unemployment Tax Act. Technical changes are also:
made in paragraphs (1) and (2) of section 1101(a) to take account
of the fact that Hawaii is now a State instead of a Territory.

SECTION 542. FEDERAL EMPLOYEES AND EX-SERVICEMEN

Section 542 of the bill amends title XV of the Social Security Act,
which relates to unemployment compensation for Federal employees
and for ex-servicemen.

Under existing law, where the Federal service and Federal wages
of an unemployed Federal worker or an ex-serviceman are assigned to
a State, the unemployment compensation law of such State governs
the amount of, and the terms and conditions for, the payment of un-
employvment compensation. However, where the assignment of such
Federal service and Federal wages is to Puerto Rico, the payment of
unemployment compensation to the unemployed Federal worker or
ex-servicemen 1s in the same amount, on the same terms, and subject
to the same conditions as would be paid to him under the unemploy-
ment compensation law of the District of Columbia. The effect of
the amendments made by subsections (a)(1) and (b)(1) of section 542
of this bill is to retain the rules referred to in the preceding sentence
with respect to weeks of unemployment beginning before January 1,
1966, but to apply the unemployment compensation law of the Com-
monwealth of Puerto Rico with respect-to weeks of unemployment
beginning after December 31, 1965. ‘

Under section 1504 of the Social Security Act, Federal service and
Federal wages of Federal civilian workers are (in general) assigned to
the State in which the worker had his last oﬁicia% station in Federal
service prior to the filing of his first claim for unemployment com-
pensation for the benefit year. However, if such first claim is filed
while he is residing in Puerto Rico, the Federal service and Federal
wages are assigned to Puerto Rico. The effect of the amendments
made by subsections (a)(2) and (b)(2) of section 542 of the bill is to
retain existing law where the first claim is filed before January 1, 1966,
and where the first claim is filed after December 31, 1965, to apply
in respect of Puerto Rico the same rules as apply with respect to the
other States. .



128 SOCIAL SECURITY AMENDMENTS OF 1960

The amendments made by subsection (c) of section 542 of the bill
conform sections 1503(d) and 1511(e) of the Social Security Act to
the amendment including Puerto Rico within the term “State.”

SECTION 543. EXTENSION OF FEDERAL UNEMPLOYMENT TAX ACT

Subsection (a) of section 543 of the bill amends section 3306(j) of
the Internal Revenue Code of 1954 to include the Commonwealth of
Puerto Rico in the terms “State’” and (when used in the geographical
sense) ‘‘United States”. (Technical changes are also made in sec.
3306(j) to take account of the fact that Hawaii is now a State instead
of a territory.) The amendment also provides that an individual who
is a citizen of the Commonwealth of Puerto Rico (but not otherwise
a citizen of the United States) shall be considered (for purposes of sec.
3306 of the code) to be a citizen of the United States. The amend-
ment applies with respect to remuneration paid after December 31,
1960, for services performed after such date.

Section 3304 of the Internal Revenue Code of 1954 and section 303
of the Social Security Act contain provisions requiring the Secretary
of Labor to approve a State unemployment compensation law if he
finds that its provisions meet the requirements of such sections.

Section 3304(a)(2) of the code requires the State law to provide
that no compensation shall be payable with respect to any day of
unemployment occurring within 2 years after the first day of the first
period with respect to which contributions are required. Subsection
(b)(1) of section 543 of the bill makes 1t clear that this requirement is
satisfied in the case of Puerto Rico if the law provides that no com-
pensation is payable with respect to any day of unemployment occur-
ring before January 1, 1959, since the first day of the first period
with respect to which contributions were required was January 1, 1957.

Section 3304(a)(3) of the code and section 303(a)(4) of the Social
Security Act require the State law to provide that all money received
in the State unemployvment fund shall (except for certain refunds)
immediately upon such receipt be paid over to the Secretary of the
Treasury to the credit of the Unemployment Trust Fund. Subsec-
tion (b)(2) of section 543 of the bill provides that these requirements
are to be considered as met if the unemployment compensation law of
the Commonwealth of Puerto Rico contains the provisions required
by section 3304 (a)(3) of the code and section 303(a)(4) of the Social
Security Act and if it requires that, on or before February 1, 1961,
there be paid over to the Secretary of the Treasury, for credit to the
Puerto Rico account in the Unemployment Trust Fund, an amount
equal to the excess of—

(1) the aggregate of the moneys received in the Puerto Rico
unemployment fund before January 1, 1961; over

(2) the aggregate of the moneys paid from such fund before
January 1, 1961, as unemplovment compensation or as refunds
of contributions erroneously paid.

This modification is necessary in view of the fact that the Puerto
Rican unemployment compensation law has been in operation since
the beginning of 1957. Accordingly, moneys have been paid into the
unemployment compensation fund of Puerto Rico since then, and have
been paid therefrom since January 1, 1959.
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TITLE VI—MEDICAL SERVICES FOR THE AGED

SECTION 601. ESTABLISHMENT OF PROGRAM

. Section 601 of the bill adds a new title, “Title XVI—Medical Serv-
ices for the Aged,” to the Social Security Act.

TITLE XVI—MEDICAL SERVICES FOR THE AGED

SECTION 1601. APPROPRIATION

To enable each State (as far as practicable under the conditions in
such State) to assist aged individuals of low income in meeting their
medical expenses, section 1601 authorizes the appropriation for each
fiscal year of a sum sufficient to carry out the purposes of the new title
XVI. The sums made available under the new section 1601 are to be
used for making payments to States which have submitted, and had
aﬁ)proved by the Secretary of Health, Education, and Welfare, State
plans for medical services for the aged. Section 1603 (a) of the new
title provides that such payments are to be made beginning with the
quarter commencing July 1, 1961.

SECTION 1602. STATE PLANS

Section 1602(a) sets forth the requirements with which State plans
for medical services for the aged must comply in order to be approved
by the Secretary of Health, Education, and Welfare, and thereby
qualify the State for payments under the new title XVI.

To be approved, such a State plan must—

(1) provide that it will be in effect in all political subdivisions
of the State; if the plan is administered by the subdivisions it
must be mandatory upon them; '

(2) provide for State financial participation;

(8) provide for establishment or designation of a single State
agency to administer the plan or supervise its administration;

(4) provide for inclusion of both institutional and noninstitu-
tional medical services among the medical services for which pay-
ments are made under the plan; .

(5) include reasonable standards for determining eligibility
of individuals for medical benefits under the plan, and the
amounts of their medical benefits, and restrict the furnishing of
benefits under the plan to individuals meeting the requirements
of eligibility set forth in section 1605 ; the standards established
must be consistent with the objectives of the new title XV1;

(6) provide for according all individuals wishing to do so an
opportunity to apply for medical benefits under the plan and for
furnishing such benefits with reasonable promptness to appli-
cants who are eligible for such benefits under the plan;

(7) provide that benefits will not be furnished to any indi-
vidual under the plan for any period for which he is receiving
old-age assistance, aid to dependent children, aid to the blind, or
aid to the permanently and totally disabled under a State plan
prroved under title I, IV, X, or XIV of the Social Security

ct;
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(8) provide that property liens will not be imposed on account
of benefits received under the plan during a recipient’s lifetime
(except pursuant to a court judgment on account of benefits in-
correctly paid), and limit recovery of benefits correctly paid to
recovery txl)'om the recipient’s estate after the death of his surviv-
ing spouse, if any ; - o

(9) provide that no enrollment fee, premium, or similar charge
will be imposed as a condition of eligibility for medical benefits
under the plan; )

(10) provide that the benefits under the plan will not be
greater 1n amount, duration, or scope than the assistance fur-
nished under the State’s approved old-age assistance plan both in
the form of medical care on behalf of individuals, and in the
form of money payments to the extent that such payments include
amounts on account of the medical needs of recipients;

(11) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for medical
benefits under the plan is denied or not acted upon with reasonable
promptness; .

(12) provide methods of administration of the plan found
necessary by the Secretary for its proper and efficient operation;
these methods would include establishment and maintenance of
personnel standards on a merit basis, but the Secretary would be
precluded from exercising any authority in connection with the
selection, tenure, or compensation of individuals employed in
accordance with these standards;

(13) provide safeguards against the use or disclosure of infor-
mation concerning applicants or recipients under the plan except
for purposes directly connected with the plan’s administration;

(14) provide for a State authority or authorities to establish
and maintain standards for hospitals and nursing homes providing
hospital services and skilled nursing-home services, respectively;
and agencies providing organized home care services, fr())r which
expenditures are made under the plan;

(15) include methods for determining rates of payment for in-
stitutional services, and schedules of fees or rates of payment
for other medical services, for which expenditures are made un-
der the plan;

(16) 1nclude provisions regarding the furnishing of medical
benefits to eligible residents who are absent from the State, to
the extent required by regulations of the Secretary;and

(17) provide for the making of reports and for compliance
with provisions necessary to assure their correctness and veri-
fication, to the extent required by the Secretary.

. Where, in the numbered paragraphs above and generally elsewhere
in the discussion of the new title X VI, reference is made to “medical
benefits”, it refers to such benefits as defined in the new section 1606:
otherwise, the benefits referred to include other incidental items of
medical care which the State desires to include in its plan (but without
Federal financial participation in expenditures therefor).

Section 1602(b) requires the Secretary of Health, Education, and
Welfare to approve any State plan for medical services for the aged
which complies with the requirements of section 1602 (a), except that
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he may not approve any plan which imposes as a condition of eligi-
bility for medical benefits under the plan an age requirement of more
than 65 years, a citizenship requirement which excludes any citizen
of the United States, or a residence requirement which excludes any
individual who resides in the State submitting the plan.

Section 1602(c) requires the Secretary of Health, Education, and
Welfare, notwithstanding the compliance of a State plan with the
requirements of section 1602(a) and the provisions of section 1602(b),
not to approve any State plan for medical services for the aged unless
the State has established to his satisfaction that the approval and
operation of the plan will not result (whether the action is taken
before, or is to be taken after, submission or approval of the plan) in a
reduction in assistance under any plan of the State approved under
title I (old-age assistance), IV (aid to dependent children), X (aid
to the blind), or XIV (aid to the permanently and totally disabled)
of the Social Security Act.

SECTION 1603. PAYMENTS

Section 1603(a) provides for making Federal payments to the
States with respect to their expenditures for medical benefits under
approved plans. For States with an approved plan payments would
begin with the quarter commencing July 1, 1961. For the fifty States
an% the District of Columbia the Federal payment for any quarter
would be an amount equal to the Federal percentage (as defined in sec.
1101(a) (8) of the Social Security Act) of the total expenditures
during the quarter for medical benefits under the State plan. The
Federal share would thus be the same as that under the old-age assist-
ance formula now in effect for the portion of average pRayments above
$30 (and not over $65) per month. It will range frowm 50 percent to
65 percent, depending on the per capita income of the State as related
to the national per capita income. For Puerto Rico, the Virgin
Islands, and Guam the amount would be 50 percent of the total ex-
penditures for medical benefits under the plan.

The Federal Government would not participate financially in ex-
penditures with respect to any individual during any benefit year
to the extent that such expenditures during such year exceed—

(1) in the case of inpatient hospital services, the cost of 120
days of such services;

(2) in the case of laboratory and X-ray services (not included
in 1npatient hospital services), $200; and

(3) in the case of prescribed drugs (not included in inpatient
hospital services), $200.

Section 1603 (a) also provides for making Federal payments to the
States with resdpect to their necessary administrative expenditures
under approved plans. The Federal share of these expenditures
would be 50 percent.

Section 1603 (b) contains provisions relating to the mechanics of
making estimates of expenditures and paying to the States the
amounts to which they are entitled under section 1603(a). The
amount due a State for each quarter would be estimated in advance on
the basis of reports filed by the State and other investigations found
necessary by the Secretary of Health, Education, and Welfare. The
estimate would be adjusted to take into account any previous overpay-
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ment or underpayment not already adjusted and the amount so esti-
mated would be paid to the State through the disbursing facilities of
the Treasury Department in installments determined by the Secretary.
The net amounts recovered by any State or political subdivision with
respect to medical benefits furnished under the State plan would also
result in reductions of the estimates made, to the extent of the pro
rata share to which the Federal Government is equitably entitled.

SECTION 1604. OPERATION OF STATE PLANS

Section 1604 provides for the withholding of further Federal pay-
ments to a State if there is any change in the plan of such State
which results in noncompliance with the plan requirements in section
1602 or if there 1s a failure in the administration of the plan to
comply substantially with any of those requirements. In the dis-
cretion of the Secretary of Health, Education, and Welfare, pay-
ments may continue for those parts of the State plan that are not
affected by this noncompliance. A State plan would be treated as
no longer complying with the requirements of section 1602 if at any
time the Secretary determines that the operation of the plan is result-
ing or will result in a reduction in old-age assistance, aid to dependent
children, aid to the blind, or aid to the permanently and totally dis-
abled under an approved plan of the State.

SECTION 1605. ELIGIBLE INDIVIDUALS

Section 1605 defines the term “eligible individual” for purposes of
the new title XVI. An eligible individual is any individual—
(1) who is 65 years of age or over; and
(2) whise income and resources, taking into account his other
living requirements as determined by the State, are insufficient to
meet the cost of his medical services.

It is to be noted that under paragraph (7) of section 1602(a) no
benefits may be furnished under a plan for medical services for the
aged to any individual with respect to any period with respect to
which he is receiving assistance under a State plan approved under
title I, IV, X, or XIV, and that under section 1602(c) the Secretary
of Health, Education, and Welfare may not approve a plan under
title XVI unless he is satisfied that there will not be a reduction in
assistance under any other such plan. Thus, in effect, medical bene-
fits under the new title XVI will be furnished to aged individuals
who do not satisfy the eligibility requirements under title I, IV, X, or
XIV, whichever 1s applicable, but who do satisfy the eligibility re-
quirements of section 1605.

Also, paragraph (5) of section 1602(a) requires a State plan
for medical services for the aged to include reasonable standards for
determining the eligibility of individuals for medical benefits under
the plan (and the amounts thereof). These reasonable standards are
to be consistent with the objectives of the new title XVI. For
example, a plan which would permit an individual to be eligible for
medical benefits without regard to his resources or which would permit
an individual to be so eligible where his income and resources are
clearly sufficient to meet his medical expenses and other reasonable
living requirements would not qualify under the new title XVI.
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It is also to be noted that, by reason of section 1602(b) (1), the
State may not impose an age requirement higher than 65 years of
age. For example, it could not limit the plan to individuals who
have attained age 68. Similarly, by reason of paragraph (5) of sec-
tion 1602(a), the State may not furnish benefits under the plan with
respect to individuals who have not yet attained age 65. Paragraph
(5) provides that the State plan must restrict the furnishing of
benefits under the plan to individuals who are eligible individuals
(as defined in sec. 1605).

SECTION 1606. BENEFITS

Section 1606(a) defines “medical benefits” as payment of part or
all of the cost of medical services on behalf of “eligible individuals.”
The State need not pay all of the cost of medical services on behalf
of eligible individuals. For example, the State may limit the medical
services listed in section 1606 (b) with respect to which it will furnish
benefits, so long as the plan has provision for furnishing both institu-
tional (that is, hospital services and skilled nursing-home services)
and other services (as required by section 1602(a) (4)). On the other
hand, it should be noted that where an individual’s income and re-
sources are such (after taking into account his requirements for living
expenses other than for medical services) that he can meet part of the
costs of his medical bills from his income and resources, the State must
limit its benefits to the remainder of such costs.

The term “medical services” is defined in section 1606(b) as mean-
ing the following, to the extent determined by the physician to be
medically necessary—

(1) Inpatient hospital services: These are defined in subsec-
tion (c) to mean bed and board at not to exceed the semiprivate
room rate, and physicians’ services, furnished by a hospital to an
inpatient. These hospital services also include other services
furnished by the hospital (directly or through arrangements
with other persons) to an inpatient—nursing services, interns’
services, laboratory and X-ray services, ambulance service, and
other services, drugs, and appliances related to his care and
treatment. .

Under subsection (m) the term “hospital” does not include a
mental or tuberculosis hospital, and is limited to Institutions
licensed as a hospital by the State in which located, or approved
(in the case of a State hospital) by the State licensing agency.

(2) Skilled nursing-home services: These are defined in sub-
section (d) as meaning skilled nursing care which is provided
by a registered professional nurse or a licensed practical nurse,
if performed under the general direction of or prescribed by a
physician and if furnished to an individual as an inpatient in a
nursing home. Also included are medical care and other services
related to such skilled nursing care, as well as bed and board
in connection with the furnishing of such skilled nursing care
to such an inpatient.

Under subsection (n) the term “nursing home” includes only
one which is licensed as a nursing home by the State in which
located, and then only if it is operated in connection with a hos-
pital or there are medical policies established for it by one or
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more physicians to govern the skilled nursing care and related
medical care and other services provided by the home (and such
physicians are responsible for supervising the execution of such
olicies).

P (3) Ighysicians’ services: These are defined in subsection (e)
as services provided in the exercise of his profession in any State
by a physician (including a surgeon) who is licensed in the
State. Under section 1101(a) (7) of the Social Security Act the
term “physician” includes osteopathic practitioners within the
scope of their practice as defined by State law.

4) Outpatient hospital services: These are defined in sub-
section (f) to mean medical and surgical care furnished by a
hospital to an individual as an outpatient.

(5) Organized home care services: These are defined in sub-
section (g) as visiting nurse services and physicians’ serv-
ices, and services related thereto, if provided in the home through
a public or private nonprofit agency. The services must be
prescribed by a physician, and the agency through which they are
provided must be operated in accordance with medical policies
established (to govern such services) by one or more physicians
who are also responsible for supervising the execution of the
policies so established.

(6) Private duty nursing services: These are defined in sub-
section (h) to mean nursing care provided in the home by a
registered professional nurse or licensed practical nurse to a
patient requiring such care on a full-time basis. This nursing
care must be provided under the general direction of a physician.
It is to be distinguished from the nursing care provided as
“organized home care services” which is in the nature of a visit-
ing nurse service rather than nursing care provided on a full-
time Dbasis.

(7) Therapeutic services: These are defined in subsection (i)
to mean services prescribed by a physician for the treatment
of disease or injury by physical nonmedical means. The services
would include retraining for the loss of speech and training in
the use of prosthetic devices.

(8) Major dental treatment: This is defined in subsection (j)
as services provided by a dentist with respect to the condition
of a person’s teeth, oral cavity, or associated parts, but only where
this condition has seriously affected or may seriously affect the
person’s general health. As indicated above this treatment could
be provided only to the extent determined by the physician to
be medically necessary. Routine dental services, and other den-
tal services for conditions not seriously affecting the person’s
general health, are not included within the definition of “major
dental treatment.”

(9) Laboratory and X-ray services where prescribed by a
physician; and

(10) Prescribed drugs: These include any drug or other medi-
cine prescribed by a physician.

The term “medical services” does not include services for any
individual who is an inmate of a public institution except as a patient
in a medical institution; nor does it include services for any individ-
ual who is a patient in a tuberculosis or mental institution. In the
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case of an individual who is a patient in a medical institution (other
than a tuberculosis or mental institution) as a result of a diagnosis
of tuberculosis or psychosis, services provided him after he has been
such a patient in the institution for 42 days (whether or not consecu-
tive) as a result of this diagnosis are also not included.

SECTION 1607. BENEFIT YEAR

A
Section 1607 defines the term “benefit year” for purposes of the
new title XVI as a period of 12 consecutive calendar months as desig-
nated for the purposes of .the title, by the State agency administer-
ing or supervising the administration of the plan, in accordance with
regulations prescribed by the Secretary of Health, Education, and
Welfare.

SECTION 602. TMPROVEMENT OF MEDICAL CARE FOR OLD-AGE ASSISTANCE
RECIPIENTS

Section 602 (a) of the bill amends section 3(a) of the Social Security
Act, which relates to the determination of the amount of Federal
payments to the States with respect to expenditures for old-age assist-
ance, by adding a new clause (3) (the present clause (3) would become
clause (4)). The new clause (3) provides for Federal matching (in
addition to any matching under clause (1) or (2)), in the case of a
State which is “qualified” for the quarter for which the Federal pay-
ment 1s made, in an amount equal to 5 percent of the total of the sums
expended during the quarter as old-age assistance under the State
plan in the form of medical or any other type of remedial care (so-
called vendor medical payments). However, in determining the total
amount to be paid to a State under the new clause (3), there is not to
be counted so much of any expenditure with respect to any month as
exceeds whichever of the following products is the smaller:

(1) $5 multiplied by the total number of recipients of old-age
assistance for such month, or

(2) the additional expenditure per recipient of old-age assist-
ance for such month (as defined by the new section 3 (¢) (2) of the
Act), multiplied by such total number.

Under the new section 3(c) (2) of the Act, as added by section
602 (b) of the bill, the additional expenditure per recipient of old-age
assistance in any State for any month (for purposes of the additional
Federal matching under the new clause (3) of sec. 3(a)) would be the
excess of—

(1) the quotient obtained by dividing the total expenditure in
such month under the State plan as old-age assistance in the form
of medical care by the total number of recipients of such assist-
ance (in the form of such care or money payments) for such
month, over

(2) the quotient obtained by dividing such total expenditure
in the calendar month before enactment of the bill by such total
of recipients for that month.

Of course, if there is no additional expenditure in any month of a
calendar quarter, determined as indicated above, the State would not
recelve any payment under the new section 3(a5 (3) of the Act with
respect to its expenditures in that month.
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The new section 3(c) (1) of the Act, as added by section 602(b) of
the bill, sets forth the conditions under which a State shall qualify
for the increased Federal payment. A State would be qualified for a
calendar quarter if it had submitted in or prior thereto a modification
of its State old-age assistance plan which the Secretary of Health,
Education, and Welfare determines would result in a significant im-
provement in the vendor medical payments provided under the plan.
In determining whether such an improvement would result, the Sec-
retary would compare the vendor medical payments included in the
plan as it would be modified with the vendor medical payments in-
cluded in the plan during the base period (the quarter before the
calendar quarter in which the bill is passed). He would also, in deter-
mining whether there was any significant improvement, take into
account the extent to which there would be any reduction in amounts
previously included, on account of medical needs, in old-age assistance
money payments. The State would not be entitled to payments under
the new clause (3) for any quarter occurring (1) after the Secretary
determines (after opportunity for hearing) that because of a change
in the plan or its administration a significant improvement no longer
exists, and (2) before the first quarter in which the State again quali-
fies.

These provisions would be effective October 1, 1960.

Section 602(c) of the bill amends the definition of old-age assist-
ance contained in section 6 of the Social Security Act. Effective
July 1, 1961, the amendment will permit Federal financial partici-
pation in State expenditures for medical care on behalf of an indi-
vidual who is a patient in a medical institution, as the result of a
diagnosis of tuberculosis or psychosis, for 42 days (whether or not
consecutive) after such diagnosis.

SECTION 603. PLANNING GRANTS TO STATES

Section 603 of the bill authorizes appropriations for the purpose of
assisting the States to make plans and initiate administrative arrange-
ments for operations under the new title X VI of the Social Security
Act. Grants will be made to States whose applications, submitted by
a State agency designated by the State to carry out the purposes
of the section. have been approved by the Secretary of Health, Educa-
tion, and Welfare. No grant may exceed 50 percent of the costs of
carrying out this purpose, and the total paid to any State could not
exceed $50,000. Funds appropriated would be available for grants to
and obligation by the States only through June 30, 1962.

SECTION 604. TECHNICAL AMENDMENT

Section 604 of the bill amends section 1101(a) (1) of the Social
Security Act so as to include Puerto Rico, the Virgin Islands, and
Guam within the term “State” for purposes of the new title XVI as
Xe]] as for titles I, IV, V, VII, X, and XIV of the Social Security

ct. :
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TITLE VII—-MISCELLANEOUS
SECTION 701. INVESTMENT OF TRUST FUNDS

Section 701 of the bill amends section 201 of the Social Security
Act, which relates to the Federal old-age and survivors insurance and
the Federal disability insurance trust funds.

Section 701(a) amends section 201(c) of the act (relating to the
duties of the trustees of the funds) by adding a new sentence requiring
that the trustees meet at least once every 6 months.

Section 701(b) amends section 201(c) of the act by removing
the present requirement that the trustees report to the Congress
whenever the trustees believe that during the following 5 fiscal years
either of the trust funds will exceed three times the highest antici-
pated annual expenditures from that fund. The requirement that the
trustees report to the Congress whenever they believe that the amount.
of either trust fund is unduly small is retained.

Section 701(c¢c) amends section 201(c) of the act by adding a new
provision to include in the duties of the trustees a requirement that
they review the general policies followed in the management of the
trust funds and recommend changes as needed, including changes in
the provisions of law that govern the way in which the trust funds
are managed.

Section 701(d) amends section 201(d) of the act (relating to in-
vestment of the trust funds) so as to provide that obligations of the
Federal Government issued exclusively to the Federal old-age and
survivors insurance and Federal disability insurance trust funds shall
bear interest at a rate equal to the average market yield (rather than
the average coupon rate as at present) on all marketable interest-
bearing obligations of the United States then forming a part of the
public debt which are neither due nor callable until after the expira-
tion of 4 years from the time the special obligations are issued (rather
than 5 years from the time when the marketable obligations were
issued as at present).

The amended section 201 (d) also provides that the managing trustee
may purchase Government or Government-guaranteed obligations not
issued exclusively to the trust funds when he determines that such

urchases are in the public interest. Under present law obligations
1ssued exclusively to the trust funds are to be purchased only when the
managing trustee determines that the purchase of marketable obliga-
tions is not in the public interest.

Section 701(e) amends section 201(e) of the act to make a con-
forming change by substituting for the words “special obligations”
the words “public debt obligations”.

Section 701 (f) provides that the amendments made by section 701
of the bill are to become effective at the beginning of the month fol-
lowing enactment.

SECTION 702. SURVIVAL OF ACTIONS

Section 702(a) of the bill amends section 205(g) of the Social
Security Act to provide that court actions begun under it shall survive
even though there is a change in the person occupying the office of
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Secretary of Health, Education, and Welfare or a vacancy in that
office.

Section 702(b) provides that the amendment made by section 702(a)
shall be effective for court actions pending when the bill is enacted
or commenced after the date of enactment.

SECTION 703. PERIODS OF LIMITATION ENDING ON NONWORK DAYS

Section 703 of the bill amends section 216 of the Social Security Act
by adding a new subsection (j) to provide for extending any deadline
date under title IT of the Social Security Act, under other United
States laws (other than the Internal Revenue Code of 1954) relating
to or changing the effect of title IT, or under regulations issued by the
Secretary of Health, Education, and Welfare pursuant to title II,
when such date falls on a Saturday, Sunday, or legal holiday, or on
any other day all or part of which is declared, by statute or Executive
order, to be a nonwork day for Federal employees. Such a deadline
date would be extended to the first full work day immediately follow-
ing the deadline date. For purposes of the new subsection (j), the
day on which a period ends will include the day on which ends any
extension of a deadline authorized by law or by the Secretary pursuant
to law.

The new subsection (j) does not extend the period during which
the payment of monthly benefits can be made retroactive for months
prior to the filing of an application or during which an application
may be accepted as such.

SECTION 704. ADVISORY COUNCIL OX SOCIAL SECURITY FINANCING

Section 704(a) of the bill amends section 116(e) of the Social
Security Amendments of 1956 (which established a series of Advisory
Councils on Social Security Financing) to provide that an Advisory
Council on Social Security Financing shall be appointed by the Sec-
retary of Health, Education, and Welfare during 1963, 1966, and
every fifth year thereafter (rather than prior to each scheduled in-
crease in the contribution rates as at present) for the purpose of
reviewing the status of the Federal old-age and survivors insurance
and Federal disability insurance trust funds in relation to the long-
term commitments of the old-age, survivors, and disability insurance
program. Each Council is to report its findings and recommenda-
tions not later than January 1 of the second year after the year in
which it was appointed, after which date that Council will cease to
exist.

Section 704(b) of the bill further amends section 116 of the Social
Security Amendments of 1956 to provide that the Advisory Council
appointed in 1963 shall, in addition to reviewing the status of the
Federal old-age and survivors insurance and Federal disability insur-
ance trust funds, report on all other aspects of the old-age, survivors,
and disability insurance program.



SOCIAL SECURITY AMENDMENTS OF 1960 139

SECTION 705. MEDICAL CARE GUIDES AND REPORTS FOR PUBLIC ASSISTANCE
AND MEDICAL SERVICES FOR THE AGED

Section 705 of the bill amends title XTI of the Social Security Act by
adding a new section 1112. Under this section the Secretary would
develop and revise from time to time guldes or recommended stand-
ards as to the level, content, and quality of medical care and medical
services for the use of the States in evaluating and improving their
public assistance medical care programs and their programs of medi-
cal services for the aged. For this purpose, the Secretary would also
be directed to secure information from the States on their medical
care and medical services under these programs and to publish these
reports and other necessary information.

SECTION 706. TEMPORARY EXTENSION OF CERTAIN SPECIAL PROVISIONS
RELATING TO STATE PLANS FOR AID TO THE BLIND

Section 706 of the bill amends section 344 (b) of the Social Security
Act Amendments of 1950 by postponing its termination date from
June 30, 1961 to June 30, 1964. This temporary legislation relates
to the approval, by the Secretary of Health, Education, and Welfare
under title X of the Social Security Act, of certain State plans for
aid to the blind that.do not meet in full the requirements of title X.

SECTION 707. MATERNAL AND CHILD WELFARE

Section 707 of the bill contains provisions for amending title V of
the Social Security Act, which relates to grants for three programs,
namely, maternal and child health services, crippled children’s serv-
1ces, and child welfare services.

Section 707(a) increases the amounts authorized for annual appro-
priation for each of these programs as follows: (1) maternal and
child health services—from the present $21,500,000 to $25 million;
(2) crippled children’s services—from the present $20 million to $25
million; and (3) child welfare services—from the present $17 million
to $20 million. The uniform amount in the allotments to each State
prescribed by the present law 1s increased with respect to each of these
programs from $60,000 to $70,000.

Section 707 (b) (1) amends sections 502 (b) and 504(c) of the act to
provide that special project grants (up to 25 percent of the amount
available for distribution under section 502(b) ) may be made to State
health agencies (as is currently being done), and also directly to
public or other nonprofit institutions of higher learning for special
projects of regional or national significance which may contribute to
the advancement of maternal and child health. These grants would
be made in advance or by way of reimbursement, in such installments
as the Secretary of Health, Education, and Welfare determines, and
on _such conditions as the Secretary finds necessary to carry out the
purposes of the grants. Section 502(b) is also amended to make
clear that the Secretary may make allotments “from time to time,”
thereby permitting him to allot the funds at such times as will enable
him most effectively to consider the financial need of each State.
Section 707(b) (2) of the bill contains provisions for amending sec-
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tions 512(b) and 514(c) of the act similarly with respect to crippled
children’s services.

Section 707(b) (3) amends the child welfare provisions of title V
of the act to add authorization for appropriating each year such sums
as the Congress may determine for grants to public or other nonprofit
institutions of higher learning, and to public or other nonprofit agen-
cies and organizations engaged in research or child welfare activ-
ities, for special research or demonstration projects in the field of
child welfare which are of regional or national significance and for
special projects for the demonstration of new methods or facilities
which show promise of substantial contribution to the advancement
of child welfare. These grants are to be made in advance or by way
of reimbursement, in such installments as the Secretary determines,
and on such conditions as the Secretary finds necessary to carry out
the purposes of the grants.

SECTION 708, AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAIL-
ROAD RETIREMENT AND OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

Section 708 makes a technical amendment to preserve the existing
relationship between the Railroad Retirement Act of 1937 and the So-
cial Security Act. Under this amendment, references to the Social
Security Act in the Railroad Retirement Act of 1937 will be considered
to be references to the Social Security Act as amended in 1960.

SECTION 709. MEANING OF TERM ‘‘SECRETARY”’

Section 709 provides that the term “Secretary”, as used in the bill
and ‘the provisions of the Social Security Act amended by the bill,
means (unless the context otherwise requires) the Secretary of Health,
Education, and Welfare.

XI. Cuances 1N Existine Law

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

SOCIAL SECURITY ACT
TITLE I—GRANTS TO STATES FOR OLD-AGE ASSISTANCE

* * * * * * *

PAYMENT TO STATES

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, 1958, (1) in the case of any State other than
Puerto Rico, the Virgin Islands, and Guam, an amount equal to the
sum of the following proportions of the total amounts expended dur-
Ing such quarter as old-age assistance under the State plan (including
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expenditures for insurance premiums for medical or any other type
of remedial care or the cost thereof)—

(A) four-fifths of such expenditures, not counting so much
of any expenditure with respect to any month as exceeds the prod-
uct of $30 multiplied by the total number of recipients of old-age
assistance for such month (which total number, for purposes of
this subsection, means (i) the number of individuals who received
old-age assistance in the form of money payments for such month,
plus (i1) the number of other individuals with respect to whom
eéxpenditures were made in such month as old-age assistance in the
form of medical or any other type of remedial care); plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditure with respect
to any month as exceeds the product of $65 multiplied by the total
number of such recipients of old-age assistance for such month;

and (2) in the case of Puerto Rico, the Virgin Islands, and Guam, an
amount equal to one-half of the total of the sums expended during
such quarter as old-age assistance under the State plan (including ex-
penditures for insurance premiums for medical or any other type of
remedial care or the cost thereof), not counting so much of any ex-
penditure with respect to any month as exceeds $35 multiplied by the
total number of recipients of old-age assistance for such month; [and
(3) in the case of any State,} and (3) in the case of any State which is
qualified for such quarter (as determined under subsection (¢)(1)), an
amount equal to 5 per centum of the total of the sums expended during
such quarter as old-age assistance under the State plan in the form of
medical or any other type of remedial care, not counting so much of any
expenditure wnth respect to any month as exceeds whichever of the fol-
lowing s the smaller—

(A) 85 multiplied by the total number of recipients of old-age
assistance for such month, or

(B) the additional expenditure per recipient of old-age assistance
for such month (as determined under subsection (¢) (2)), mutiplied
by the total number of recipients of old-age assistance for such month;

and (4) 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
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan, including services which are
provided by the staff of the State agency (or of the local agency ad-
ministering the State plan in the political subdivision) to applicants
for and recipients of old-age assistance to help them attain self-care.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare 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 sub-
section, and stating the amount appropriated or made available
by the State and its political subdivisions for such expenditures
in such quarter, and 1if such amount is less than the State’s pro-
portionate share of the total sum of such estimated expenditures,

56490—60——10



142 SOCIAL SECURITY AMENDMENTS OF 1960

the source or sources from which the difference is expected to be
derived, (B) records showing the number of aged individuals in
the State, and (C) such other investigation as the Secretary may
find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which
the Secretary of Health, Education, and Welfare 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 Secretary of Health, Education, and Welfare,
of the net amount recovered during any prior quarter by the
State or any political subdivision thereof with respect to old-age
assistance furnished under the State plan; except that such in-
creases 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
Secretary of Health, Education, and Welfare for such prior quar-
ter: Provided, That any part of the amount recovered 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 thereupon, through the
Fiscal Service of the Treasury Department and prior to audit
or settlement by the General Accounting Office, pay to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(¢)(1) For the purposes of clause (3) of subsection (a), a State shall
be qualified for a quarter if the State agency of such State has submitted, in
or prior to such quarter (but in no event prior to the quarter in which this
subsection is enacted), a modification of the plan of such State approved
under this title which the Secretary is satisfied would result in a significant
improvement in old-age assistance in the form of medical or any other
type of remedial care under the plan, except that tn no event may a State
be qualified for a quarter prior to the first quarter for which such modifica-
tion is effective. Any determination under the preceding sentence with
respect to any modification of a State plan shall be based on a comparison
with old-age assistance in the form of medical or any other type of remedial
care, if any, under the plan during the quarter prior to the quarter in
which this subsection was enacted, and in making such determination
the Secretary shall take into account the extent to which there would be
any reduction in amounts previously included because of medical needs
i old-age assistance under the plan in the form of money payments.
Such State shall cease to be qualified for any quarter occurring (1) after
the quarter in which the Secretary determines, after notice and opportunity
Jor hearing to the State agency administering or supervising the admin-
wstration of the State plan of such State, that the improvement referred to
in the first sentence of this subsection has (through a change in the plan
or in its administration) ceased to be a significant improvement, and
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(2) prior to the quarter in which such State again qualifies as provided
in the preceding sentences.

(2) For the purposes of clause (3) (B) of subsection (a), the additional
expenditure per recipient of old-age assistance in any State for any
month means the excess of—

(A) the quotient obtained by dividing the total of the sums expended
n such month as old-age assistance under the State plan in the form
of medical or any other type of remedial care by the total number of
recipients of old-age assistance under such plan for such month, over

(B) the quotient obtained by dividing the total of the sums expended
in the last month which ended prior to the enactment of this paragraph
as old-age assistance under the State plan in the form of medical or
any other type of remedial care by the total number of recipients of

old-age assistance under such plan for such month.
* * * * Tk * *

DEFINITION

Sec. 6. For the purposes of this title, the term ‘“old-age assistance”
means money payments to, or medical care in behalf of or any type of
remedial care recognized under State law in behalf of, needy individ-
uals 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 institution)
or any individual (a) who i1s a patient in an institution for tuber-
culosis -or mental diseases, or (b) who has been diagnosed as having
tuberculosis or psychosis and is a patient in a medical institution as
a result thereof.] but does not include—

(1) 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 who 7s a patient in an insti-
tution for tuberculosis or mental diseases, or

(2) any such payments to any individual who has been diagnosed
as having tuberculosis or psychosis and is a patient in a medical
nstitution as a result thereof, or

(8) any such care in behalf of any individual, who is a patient
in a medical institution as a result of a diagnosis that he has tuber-
culosts or psychosis, with respect to any period after the individual
has been a patient in such an institution, as a result of such diagnosis,
for forty-two days.

TITLE II-FEDERAL OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE BENEFITS

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND
FEDERAL DISABILITY INSURANCE TRUST FUND

SecTroN 201. (a) There is hereby created on the books of the Treas-
ury of the United States a trust fund to be known as the ‘“Federal
Old-Age and Survivors Insurance Trust Fund”. The Federal
Old-Age and Survivors Insurance Trust Fund shall consist of the
securities held by the Secretary of the Treasury for the Old-Age Re-
serve Account and the amount standing to the credit of the Old-Age
Reserve Account on the books of the Treasury on January 1, 1940,
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which securities and amount the Secretary of the Treasury is author-
ized and directed to transfer to the Federal Old-Age and Survivors
Insurance Trust Fund, and, in addition, such amounts as may be
appropriated to, or deposited in, the Federal Old-Age and Survivors
Insurance Trust Fund as hereinafter provided. There is hereby ap-
propriated to the Federal Old-Age and Survivors Insurance Trust
Fund for the fiscal year ending June 30, 1941, and for each fiscal
year thereafter, out of any moneys in the Treasury not otherwise
appropriated, amounts equivalent to 100 per centum of—

(1) the taxes (including interest, penalties, and additions to
the taxes) received under subchapter A of chapter 9 of the Inter-
nal Revenue Code of 1939 (and covered into the Treasury) which
are deposited into the Treasury by collectors of internal revenue
before January 1, 1951 ; and

(2) the taxes certified each month by the Commissioner of
Internal Revenue as taxes received under subchapter A of chapter
9 of such Code which are deposited into the Treasury by col-
lectors of incernal revenue after December 31, 1950, and before
January 1, 1953, with respect to assessments of such taxes made
before January 1, 1951; and

(3) the taxes imposed by subchapter A of chapter 9 of such
Code with respect to wages (as defined in section 1426 of such
Code), and by chapter 21 of the Internal Revenue Code of 1954
with respect to wages (as defined in section 3121 of such Code)
reported to the Commissioner of Internal Revenue pursuant to
section 1420(c) of the Internal Revenue Code of 1939 after
December 31, 1950, or to the Secretary of the Treasury or his
delegate pursuant to subtitle F of the Internal Revenue Code of
1954 after December 31, 1954, as determined by the Secretary of
the Treasury by applying the applicable rates of tax under such
subchapter or chapter 21 to such wages, which wages shall be cer-
tified by the Secretary of Health, Education, and Welfare on the
basis of the records of wages established and maintained by such
Secretary in accordance with such reports, less the amounts
specified in clause (1) of subsection (b) of this section; and

(4) the taxes imposed by subchapter E of chapter 1 of the
Internal Revenue Code of 1939, with respect to self-employment
income (as defined in section 481 of such Code), and by chapter 2
of the Internal Revenue Code of 1954 with respect to self-
employment income (as defined in section 1402 of such Code)
reported to the Commissioner of Internal Revenue on tax returns
under such subchapter or to the Secretary of the Treasury, or
his delegate on tax returns under subtitle F' of such Code, as
determined by the Secretary of the Treasury by applying the
applicable rate of tax under such subchapter or chapter to such
self-employment income, which self-emplovment income shall be
certified by the Secretary of Health, Education, and Welfare on
the basis of the records of self-employment income established
and maintained by the Secretary of Health, Education, and
Welfare in accordance with such returns, less the amounts
specified in clause (2) of subsection (b) of this section.

The amounts appropriated by clauses (3) and (4) shall be transferred
from time to time from the general fund in the Treasury to the
Federal Old-Age and Survivors Insurance Trust Fund, and the
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amounts appropriated by clauses (1) and (2) of subsection (b) shall
be transferred from time to time from the general fund in the Treasury
to the Federal Disability Insurance Trust Fund, such amounts to be
determined on the basis of estimates by the Secrctary of the Treasury
of the taxes, specified in clauses (3) and (4) of this subsection, paid
to or deposited into the Treasury; and proper adjustments shall be
made in amounts subsequently transferred to the extent prior esti-
mates were in excess of or were less than the taxes specified in such
clauses (3) and (4) of this subsection.

(b) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the ‘“Federal Disability
Insurance Trust Fund”. The Federal Disability Insurance Trust
Fund shall consist of such amounts as may be appropriated to, or
deposited in, such fund as provided in this section. There is hereby
appropriated to the Federal Disability Insurance Trust Fund for the
fiscal year ending June 30, 1957, and for each fiscal year thereafter,
out of any moneys in the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of—

(1) 3 of 1 per centum of the wages (as defined in section 3121
of the Internal Revenue Code of 1954) paid after December 31,
1956, and reported to the Secretary of the Treasury or his dele-
gate pursuant to subtitle F of the Internal Revenue Code of 1954,
which wages shall be certified by the Secretary of Health, Educa-
tion, and Welfare on the basis of the records of wages established
and maintained by such Secretary in accordance with such re-
ports; and ‘

(2) % of 1 per centum of the amount of self-employment in-
come (as defined in section 1402 of the Internal Revenue Code of
1954) reported to the Secretary of the Treasury or his delegate
on tax returns under subtitle F' of the Internal Revenue Code of
1954 for any taxable year beginning after December 31, 1956,
which self-employment income shall be certified by the Secretary
of Health, Education, and Welfare on the basis of the records
of self-employment income established and maintained by the
Secretary of Health, Education, and Welfare in accordance with
such returns.

(¢c) With respect to the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disabilityv Insurance Trust Fund (here-
inafter in this title called the “Trust Funds’’) there is hereby created
a body to be known as the Board of Trustees of the Trust Funds
(hereinafter in this title called the “Board of Trustees’’) which Board
of Trustees shall be composed of the Secretary of the Treasury, the
Secretary of Labor, and the Secretarv of Health, Education, and Wel-
fare, all ex officio. The Secretary of the Treasury shall be the Man-
aging Trustee of the Board of Trustees (hereinafter in this title
called the “Managing Trustee’’). The Commissioner of Social Secu-
rity shall serve as Secretary of the Board of Trustees. The Board of
Trustees shall meet not less frequently than once each six months. It
shall be the duty of the Board of Trustees to—

(1) Hold the Trust Funds;

(2) Report to the Congress not later than the first day of
March of each year on the operation and status of the Trust
Funds during the preceding fiscal year and on their expected
operation and status during the next ensuing five fiscal years;
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[(3) Report immediately to the Congress whenever the Board
of Trustees is of the opinion that during the ensuing five fiscal
years either of the Trust Funds will exceed three times the high-
est annual expenditures from such Trust Fund anticipated dur-
ing that five-fiscal-year period, and whenever the Board of
Trustees is of the opinion that the amount of either of the Trust
Funds is unduly small; and]

(3) Report immediately to the Congress whenever the Board of
Trustees 1s of the opinion that the amount of either of the Trust
Funds 1s unduly small;

(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of the
old-age and survivors insurance and Federal-State unemploy-
ment compensation [program.] program; and

(5) Rewvew the general policies followed in managing the Trust
Funds, and recommend changes in such policies, including necessary
changes vn the provisions of the law which govern the way in which
the Trust Funds are to be managed.

The report provided for in paragraph (2) above shall include a state-
ment of the assets of, and the disbursements made from, the Trust
Funds during the preceding fiscal year, an estimate of the expected
future income to, and disbursements to be made from, the Trust Funds
during each of the next ensuing five fiscal years, and a statement of the
actuarial status of the Trust Funds. Such report shall be printed
as a %ouse document of the session of the Congress to which the report
is made. -

[(d) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Funds as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such
purpose 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 public-debt obligations for pur-
chase by the Trust Funds. Such obligations issued for purchase by
the Trust Funds shall have maturities fixed with due regard for the
needs of the Trust Funds, and bear interest at a rate equal to the
average rate of interest, computed as to the end of the calendar month
next preceding the date of such issue, borne by all marketable interest-
bearing obligations of the United States then forming a part of the
Public Debt that are not due or callable until after the expiration of
five years from the date of original issue; except that where such
average rate is not a multiple of one-eighth of 1 per centum, the
rate of interest of such obligations shall be the multiple of one-eighth
of 1 per centurh nearest such average rate. Such obligations shall be
1ssued for purchase by the Trust Funds only if the Managing Trustee
determines that the purchase in the market of other interest-bearing
obligations of the United States, or of obligations guaranteed as to
both principal and interest by the United States on original issue or at,
the marke}tagrice, is not in the public interest:]

(@) It shall be the duty of the Managing Trustee to invest such portion
of the Trust Funds as is mot, in his judgment, required to meet current
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withdrawals. Such investments 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 purpose such
obligations may be acquired (1) on original issue at the 1ssue price, or (2)
by purchase of outstanding obligations at the market price. The purposes
for which oblagations of the United States may be issued under the Second
Liberty Bond Act, as amended, are hereby extended to authorize the issu-
ance at par of public-debt obligation for purchase by the Trust Funds.
Such obligations issued for purchase by the Trust Funds shall have
maturities fixed with due regard for the needs of the Trust Funds and
shall bear interest at a rate equal to the average market yield (computed
by the Managing Trustee on the basis of market quotations as of the end
of the calendar month next preceding the date of such issue) on all market-
able interest-bearing obligations of the United States then forming a part
of the public debt which are not due or callable until after the expiration
of four years from the end of such calendar month; except that where such
average market yield is not a multiple of one-eighth of 1 per centum, the
rate of interest of such obligations shall be the multiple of one-eighth of
1 per centum mearest such market yield. The Managing Trustee may
purchase other interest-bearing obligations of the Umited States or ob-
ligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he determines
that the purchase of such other obligations is in the public interest.

(e) Any obligations acquired by the Trust Funds (except [special]
public-debt obligations issued exclusively to the Trust Funds) may be
sold by the Managing Trustee at the market price, and such [special]
public-debt obligations may be redeemed at par plus accrued interest.

(f) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability Insurance Trust Fund
shall be credited to and form a part of the Federal Old-Age and Sur-
vivors Insurance Trust Fund and the Disability Insurance Trust
Fund, respectively.

(g)(1) The Managing Trustee is directed to pay from the Trust
Funds into the Treasury the amounts estimated by him and the Secre-
tary of Health, Education, and Welfare which will be expended, out
of moneys appropriated from the general funds in the Treasury, dur-
ing a three-month period by the Department of Health, Education,
and Welfare and the Treasury Department for the administration of
titles II and VIII of this Act and subchapter E of chapter 1 and sub-
chapter A of chapter 9 of the Internal Revenue Code of 1939, and
chapters 2 and 21 of the Internal Revenue Code of 1954. Such pay-
ments shall be covered into the Treasury as repayments to the account
for reimbursement of expenses incurred in connection with the ad-
ministration 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
of 1939, and chapters 2 and 21 of the Internal Revenue Code of 1954.
There are hereby authorized to be made available for expenditure, out
of either or both of the Trust Funds, such amounts as the Congress
may deem appropriate to pay the costs of administration of this title.
After the close of each fiscal year, the Secretary of Health, Education,
and Welfare shall analyze the costs of administration of this title
incurred during such fiscal year in order to determine the portion of
such costs which should have been borne by each of the Trust Funds



148 SOCIAL SECURITY AMENDMENTS OF 1960

and shall certify to the Managing Trustee the amount, if any, which
should be transferred from one to the other of such Trust Funds in
order to insure that each of the Trust Funds has borne its proper share
of the costs of administration of this title incurred during such fiscal
year. The Managing Trustee is authorized and directed to transfer
any such amount from one to the other of such Trust Funds in accord-
ance with anv certification so made.

(2) The Managing Trustee is directed to pay from time to time
from the Trust Funds into the Treasury the amount estimated by him
as taxes which are subject to refund under section 6413(c) of the
Internal Revenue Code of 1954 with respect to wages (as defined in
section 1426 of the Internal Revenue Code of 1939 and section 3121
of the Internal Revenue Code of 1954) paid after December 31,
1950. Such taxes shall be determined on the basis of the records
of wages established and maintained by the Secretary of Health,
Education, and Welfare in accordance with the wages reported to
the Commissioner of Internal Revenue pursuant to section 1420(c)
of the Internal Revenue Code of 1939 and to the Secretary of the
Treasury or his delegate pursuant to subtitle F of the Internal Revenue
Code of 1954, and the Secretary shall furnish the Managing Trustee
such information as may be required by the Trustee for such purpose.
The payments by the Managing Trustee shall be covered into the
Treasury as repayments to the account for refunding internal revenue
collections. Payments pursuant to the first sentence of this paragraph
shall be made from the Federal Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance Trust Fund in the ratio in
which amounts were appropriated to such Trust Funds under clause
(3) of subsection (a) of this section and clause (1) of subsection (b) of
this section.

(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 appears that the estimates under
either such paragraph in any particular period were too high or too
low, appropriate adjustments shall be made by the Managing Trustee
in future payments.

(h) Benefit payments required to be made under section 223, and
benefit payments required to be made under subsection (b), (c), or
(d) of section 202 to individuals entitled to benefits on the basis of the
wages and self-employment income of an individual entitled to dis-
ability insurance benefits, shall be made only from the Federal Dis-
ability Insurance Trust Fund. All other benefit payments required to
be made under this title shall be made only from the Federal Old-Age
and Survivors Insurance Trust Fund.

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

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

Wife’s Insurance Benefits

(b) (1) The wife (as defined in section 216(b)) of an individual
entitled to old-age or disability insurance benefits, if such wife—
(A) has filed application for wife’s insurance benefits,
(B) has attained retirement age or has in her care (individually
or jointly with her husband) at the time of filing such application
a child entitled to a child’s insurance benefit on the basis of the
wages and self-employment income of her husband, and
(C) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on
a primary insurance amount which is less than one-half of an
old-age or disability 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, she becomes entitled to an old-age or disability insurance
benefit based on a primary insurance amount which is equal to or
exceeds one-half of an old-age insurance benefit of her husband, or
her husband is not entitled to disability insurance benefits and is not
entitled to old-age insurance benefits. :
(2) Except as provided in subsection (q), such wife’s insurance
benefit for each month shall be equal to one-half of the old-age or
disability insurance benefit of her husband for such month.

Husband’s Insurance Benefits

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

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

(B) has attained retirement age,

(C) wasreceiving at least one-half of his support, as determined
in accordance with regulations prescribed by the Secretary, from
such individual—

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

_ (1) if she did not have such a period of disability, at the
time she became entitled to such benefits,
and filed proof of such support within two years after the month
1 which she filed application with respect to such period of dis-
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ability or after the month in which she became entitled to such
benefits, as the case may be, or, if she did not have such a period,
two years after the month in which she became entitled to such
benefits, and

(D) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits each of
which is less than one-half of the primary insurance amount of
his wife, shall be entitled to a husband’s insurance benefit for each
month, beginning with the first month after August 1950 in which
he becomes so entitled to such insurance benefits and ending with
the month preceding the month in which any of the following
occurs: he dies, his wife dies, they are divorced a vinculo matri-
monii, or he becomes entitled to an old-age or disability insur-
ance benefit equal to or exceeding one-half of the primary insur-
ance amount of his wife, or his wife is not entitled to disability
insurance benefits and is not entitled to old-age insurance benefits.

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

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

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

(3) Such husband’s insurance benefit for each month shall be equal
to one-half of the primary insurance amount of his wife for such

month.
Child’s Insurance Benefits

(d) (1) Every child (as defined in section 216 (e)) of an individual
entitled to old-age or disability insurance benefits, or of an individual
who dies a fully or currently insured individual [after 19397, if
such child— ,

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

(B) at the time such application was filed was unmarried
and either (i) had not attained the age of eighteen or (ii) was
under a disability (as defined in section 223 (c)) which began
before he attained the age of eighteen, and

L(C) was dependent upon such individual—

(1) if such individual had a period of disability which
did not end prior to the month in which he became entitled
to old-age or disability insurance benefits or (if he has died)
prior to the month in which he died, at the beginning of such
g@r(liod or at the time he became entitled to such benefits or

ied,

(i1) if such individual did not have such a period and
is living, at the time such application was filed, or

(in) 1f such individual did not have such a period and
has died, at the time of such death,]
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(C) was dependent upon such individual—
(i)ﬁlifd such individual is living, at the time such application
was filed,
(1) of such individual has died, at the time of such death, or
(12) if such individual had a period of disability which
continued until he became entitled to old-age or disability
insurance benefits, or (if he has died) until the month of his
death, at the beginning of such period of disability or at the time
he became entitled to such benefits,
shall be entitled to a child’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which such child
becomes so entitled to such insurance benefits and ending with the
month preceding the first month in which any of the following occurs:
such child dies, marries, is adopted (except for adoption by a step-
. parent, grandparent, aunt, or uncle subsequent to the death of such
fully or currently insured individual), or attains the age of eighteen
and is not under a disability (as defined in section 223 (c)) which
began before he attained such age[[, or ceases to be under a disability
(as so defined) on or after the day on which he attains age eighteen].
Entitlement of any child to benefits under this subsection shall also end
with the month preceding the third month following the month in which he
ceases to be under a disability (as so defined) after the month in which he
attains age eighteen. Entitlement of any child to benefits under this
subsection on the basis of the wages and self-employment income of an
individual entitled to disability insurance benefits shall also end with
the month before the first month for which such individual is not
entitled to such benefits unless such individual is, for such later month,
entitled to old-age insurance benefits or unless he dies in such month.
In the case of an indindual entitled to disability insurance benefits, the
promsions of clause (1) of subparagraph (C) of this paragraph shall not
apply to a child of such individual unless he s the natural child or step-
child of such individual (vncluding such a child who was legally adopted
by such individual) or was legally adopted by such individual before the
end of the twenty-four month period beginning with the month after the
month 1n which such individual most recently became entitled to disability
msurance benefits.

(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 1s entitled to such benefit has not died prior to the end of such
month, be equal to one-half of the primary insurance amount of such
individual for such month. Such child’s insurance benefit for each
month shall, if such individual has died in or prior to such month,
be equal to three-fourths of the primary insurance amount of such
individual [, except that, if there is more than one child entitled to
benefits on the basis of such individual’s wages and self-employment
income, each such child’s insurance benefit for such month shall be
equal to the sum of (A) 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 father or adopt-
ing father at the time specified in paragraph (1) (C) unless, at such
time, such individual was not living with or contributing to the sup-
port of such child and—
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(A) such child is neither the legitimate nor adopted child of
such individual, or
(B) such child had been adopted by some other individual
,or}
L [(8) such child was living with and was receiving more than
one-half of his support from his stepfather.}
For purposes of this paragraph, a child deemed to be a child of a fully or
currently insured inﬁi&dual pursuant to section 216(h) (2) (B) shall, if
such individual 18 the child’s father, be deemed to be the legitimate child
of such indindual.

(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 adopting
mother at the time specified in paragraph (1)(C) if such mother 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 (1) such cnhild was neither living with nor
receiving contributions from his father or adopting father, or (ii) such
child was receiving at least one-half of his support from her.

(6) In the case of a child who has attained the age of eighteen and
who marries—

(A) an individual entitled to benefits under subsection (a),
(e), (), (g), or (h) of this section or under section 223(a), or
B) another individual who has attained the age of eighteen
and is entitled to benefits under this subsection,
such child’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1), not be terminated by
reason of such marriage; except that, in the case of such a marriage
to a male individual entitled to benefits under section 223(a) or this
subsection, the preceding provisions of this paragraph shall not apply
with respect to benefits for months after the last month for which
such individual is entitled to such benefits under section 223(a) or
this subsection unless (i) he ceases to be so entitled by reason of his
death, or (i1) in the case of an individual who was entitled to benefits
under section 223(a), he is entitled, for the month following such last.
month, to benefits under subsection (a) of this section.

Widow’s Insurance Benefits

(e)(1) The widow (as defined in section 216(c)) of an individual
who died a fully insured individual [after 19397, if such widow—

(A) has not remarried,

(B) has attained retirement age,

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

(1) was entitled, on the basis of such wages and self-employ-
ment income, to mother’s insurance benefits for the month pre-
ceding the month in which she attained retirement age, and
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(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 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.

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

(3) In the case of any widow of an individual—

(A) who marries another individual, and

(B) whose marriage to the individual referred to in subpara-
graph (A) is terminated by his death which occurs within one
year after such marriage and he did not die a fully insured indi-
vidual the marriage to the individual referred to in clause (A)
shall, for the purposes of paragraph (1), be deemed not to have
occurred. No benefits shall be payable under this subsection by
reason of the preceding sentence for any month prior to which-
ever of the following 1s the latest: (i) the month in which the
death referred to in subparagraph (B) of the preceding sentence
occurs, (i1) the twelfth month before the month in which such
widow files application for purposes of this paragraph, or (iil)
November 1956.

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

(A) an individual entitled to benefits under subsection (f) or
(h) of tlus section, or

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

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

Widower’s Insurance Benefits

(f)(1) The widower (as defined in section 216(g)) of an individual
who died a fully and currently insured individual [after August 19507,
if such widower—

(A) has not remarried,

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

(E) 1s 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 his deceased wife,

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

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

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

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

(3) Such widower’s insurance benefit for each month shall be equal
to_fthree-fourths of the primary insurance amount of his deceased
wife.

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

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

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

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

(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 19397, if such widow or former wife divorced—

(A) has not remarried,

(B) is not entitled to a widow’s insurance benefit,

(C) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such individual,

(D) has filed application for mother’s insurance benefits, or

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

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

(F) in the case of a former wife divorced, was receiving from
such individual (pursuant to agreement or court order) at least
one-half of her support at the time of his death or, if such in-
dividual had a period of disability which did not end prior to
the month in which he died, at the time such period began or at
the time of such death, and the child referred to in subpara-
graph (E) is her son, daughter, or legally adopted child and the
benefits referred to in such subparagraph are payable on the
basis of such individual’s wages and self-employment income

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

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

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

(A) who marries another individual, and

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

the marriage to the individual referred to in clause (A) shall, for the
purpose of paragraph (1), be deemed not to have occurred. No bene-
fits shall be payable under this subsection by reason of the preceding
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sentence for any month prior to whichever of the following is the latest:
(i) the month in which the death referred to in subparagraph (B) of
the preceding sentence occurs, (ii) the twelfth month before the month
in which such widow or former wife divorced files application for pur-
poses of this paragraph, or (iii) the month following the month in
which this paragraph 1s enacted.
(4) In the case of a widow or former wife divorced who marries—
(A) an individual entitled to benefits under subsection (a), (f),
or (h), or under section 223(a), or
(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),
‘the entitlement of such widow or former wife divorced to benefits under
this subsection shall, notwithstanding the provisions of paragraph (1),
not be terminated by reason of such marriage; except that, in the case
of such a marriage to an individual entitled to benefits under section
223(a) or subsection (d) of this section, the preceding provisions of
this paragraph shall not apply with respect to benefits for months
after the last month for which such individual is entitled to such
benefits under section 223(a) or subsection (d) of this section unless
(i) he ceases to be so entitled by reason of his death, or (ii) in the case
of an individual who was entitled to benefits under section 223(a), he
is entitled, for the month following such last month, to benefits under
subsection (a) of this section.

Parent’s Insurance Benefits

(h) (1) Every parent (as defined in this subsection) of an individual]
~who died a fully insured individual [after 1939], if such parent—

(A) has attained retirement age,

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

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

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than three-
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.

(2) Such parent’s insurance benefit for each month shall be equal
to three-fourths of the primary insurance amount of such deceased
individual.
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(3) As used in this subsection, the term ‘“‘parent’”’ means the mother
or father of an individual, a stepparent of an individual by a marriage
contracted before such individual attained the age of sixteen, or an
adopting parent by whom an individual was adopted before he
attained the age of sixteen.

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

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

Lump-Sum Death Payments

(i) Upon the death, after August 1950, of an individual who died
a fully or currently insured individual, an amount equal to three
times such individual’s primary insurance amount, or an amount
equal to $255, whichever is the smaller, shall be paid in a lump sum
to the person, if any, determined by the Secretary to be the widow or
widower of the deceased and to have been living in the same house-
hold with the deceased at the time of death. If there is no such
person, or if such person dies before receiving payment, then such
" amount shall be [paid 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, or unless
such person was entitled to wife’s or husband’s insurance benefits, on
the basis of the wages and self-employment income of such insured
individual, for the month preceding the month in which such individ-
ual died.] paid—

(1) if all or part of the burial expenses of such insured indwidual
which are incurred by or through a funeral home or funeral homes
remains unpaid, to such funeral home or funeral homes to the extent
of such unpard expenses, but only if (A) any person who assumed
the responsibility for the payment of all or any part of such burial
expenses files an application, prior to the expiration of two years

. after the date of death of such insured indindual, requesting that
such payment be made to such funeral home or funeral homes, or
(B) at least 90 days have elapsed atter the date of death of such
insured individual and prior to the expiration of such 90 days no
person has assumed responsibility for the payment of any of such
burial expenses;
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(2) if all of the burial expenses of such insured individual which
were incurred by or through a funeral home or funeral homes have
been paid (including payments made under clause (1)), to any person
or persons, equitably entitled thereto, to the extent and in the propor-
tions that he or they shall have paid such burial expenses; or

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

No payment (except a payment authorized pursuant to clause (1)(4) of
the preceding sentence) shall be made to any gerson under this subsection
unless application therefor shall have been filed, by or on behalf of such
person (whether or not legally competent), prior to the expiration of two
years after the date of death of such insured individual, or unless such
person was entitled to wife’s or husband’s insurance benefits, on the basis
of the wages and self-employment income of such insured individual, for
the month preceding the month in which such individual died. In the
case of any individual who died outside the forty-eight States and the
District of Columbia after December 1953 and before January 1, 1957

whose death occurred while he was in the active military or naval
service of the United States, and who is returned to any of such States,
the District of Columbia, Alaska, Hawaii, the Commonwealth of Puerto
Rico, [or the Virgin Islands] the Virgin Islands, Guam, or American
Samoa for .nterment or reinterment, the provisions of the preceding
sentence shall not prevent payment to any person under the second
sentence of this subsection if application for a lump sum death pay-
ment with respect to such deceased individual is filed by or on behalf
of such person (whether or not legally competent) prior to the expira-
tion of two years after the date of such interment or reinterment. In
the case of any individual who died outside the forty-nine States and
the District of Columbia after December 1956 while he was perform-
Ing service, as a member of a uniformed service, to which the pro-
visions of section 210[(m)](})(1) are applicable, and who is returned
to any [of such States] State [or the District of Columbia], or to
any Territory or possession of the United States, for interment or
reinterment, the provisions of the third sentence of this subsection
shall not prevent payment to any person under the second sentence
of this subsection if application for a lump-sum death payment with
respect to such deceased individual is filed by or on behalf of such
person (whether or not legally competent) prior to the expiratinn of
two years after the date of such interment or reinterment.

Application for Monthly Insurance Benefits

(1))(1) An individual who would have been entitled to a benefit
under subsection (a), (b), (c), (d), (e), (f), (g), or (h) for any month
after August 1950 had he filed application therefor prior to the end of
such month shall be entitled to such benefit for such month if he
files application therefor prior to the end of the twelfth month imme-
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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 benefit
which, before the filing of such application, the Secretary has certified
for payment for such prior mont